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1
INTRODUCTION

This version of the Business Plan has been prepared for publication on NCCR member websites.  It details the assumptions behind the Business Plan and demonstrates the financial robustness of the creation of the Institute of Conservation.  It is designed to be read alongside The Institute of Conservation: A summary of key facts for future members.
2
MEMBERSHIP NUMBERS

2.1
Existing Numbers

These are estimated as follows:

	Organisation
	Numbers

	
	

	CCF
	

	UK Individuals
	176

	International Individuals
	6

	UK Organisations
	47

	Total CCF
	229

	
	

	IPC
	

	UK Individuals
	459

	International Individuals
	393

	Organisations
	343

	Total IPC
	1,195

	
	

	PhMCG
	

	UK Individuals
	138

	International Individuals
	12

	Organisations
	28

	Total PhMCG
	178

	
	

	SSCR
	

	UK Individuals
	118

	International Individuals
	0

	Organisations
	98

	Total SSCR
	216

	
	

	UKIC
	

	UK Individuals
	1,085

	International Individuals
	165

	Organisations 
	310

	Total UKIC
	1,560

	
	

	Total UK Individuals
	1,976

	Total International Individuals
	576

	Total Organisations
	826

	
	

	GRAND TOTAL
	3,378


2.2
Projected Numbers

Using a 10% reduction for membership overlap between converging bodies results in the following projected membership numbers:


UK Individual



1,778


International Individual

   518


Organisations



   743


Total



3,039

2.3
Subscribers

The Subscriber membership category is intended for UK non-conservators.  These members would be entitled to a targeted range of discrete services, such as newsletters, notices and events.
Assuming that their membership fee (of £25 – see section 3.1) would cover the marginal costs of the services they receive, we have not included any membership income for Subscribers, nor allowed any costs of servicing them in the expenditure section.  Some subscribers are likely to be those who previously held ordinary membership of the existing bodies.  Any reduction in subscriptions caused by this change in status can be off-set in our estimates by a modest prediction of new subscribers attracted to the new Institute.

2.4
Hybrids and New Members

It is still intended to forge some form of reciprocal/discounted arrangements for conservator members of the hybrid organisations (BHI, SoA and NatSCA) and there is also the opportunity to attract additional members who do not belong to the existing NCCR bodies. Whilst both these things will happen and undoubtedly increase the new body’s membership, we have decided to be prudent in the Business Plan and exclude such additional members from our calculations.

3
MEMBERSHIP INCOME

3.1 Subscription Rates

The subscription rates included in the Consultation Document were:








UK


International








  £


        £


Accredited Member



125


     135


Ordinary Member



  70


       80


Subscriber




  50


       60


Organisation




150


     160

On the basis of analysis of costs and feedback received in respect of International and Subscriber rates, they have been reduced and the rates included in this Business Plan are:








UK


International








  £


        £


Accredited Member



125


     125


Ordinary Member



  70


       70


Subscriber




  25


     N/A**


Organisation




150


     150

**
Once the new organisation has better knowledge about the requirements and servicing costs of International members, an International Subscribers Rate may be introduced.

Membership Distribution

The existing split of IPC and UKIC memberships is:






IPC



UKIC


Total





UK

Int

UK

Int


Accredited member
164

  27

410

    3

  604


Member

295

366

675

162

1498


Totals

459

393

1085

165

2102

3.3
Concessionary Rates

These will apply to students, retired, unemployed and low paid members.  The existing numbers of IPC and UKIC members who currently fall into these categories is as follows:





IPC

UKIC

Total

UK Student

42

179

221


Int Student

30

  28

  58


UK Low wage



  27

  27


Int Low wage



    3

    3


Totals

72

237

309

The 309 concessionary rate members represents 13% of total potential individual membership.
3.4
Projected Income

Using the information in sections 2.2, 3.1, 3.2 and 3.3 would result in the following distribution of membership (and income) in the new body.

	Category
	Members
	Rate £
	Income £

	
	
	
	

	Accredited Member
	
	
	

	
UK
	513
	125
	64,125

	
International
	24
	125
	3,000

	
Concessionary UK
	4
	93.75
	375

	
Concessionary Int.
	3
	93.75
	281

	
Total
	544
	
	67,781

	Member
	
	
	

	
UK
	1,039
	70
	72,730

	
International
	442
	70
	30,940

	
Concessionary UK
	219
	52.50
	11,498

	
Concessionary Int.
	52
	52.50
	2,730

	
Total
	1,752
	
	117,898

	Subscriber
	
	
	

	
UK
	
	25
	

	
International
	
	25
	

	
Total
	
	
	See 2.3

	Total Individuals
	
	
	

	
UK
	1,775
	
	

	
International
	521
	
	

	
Total
	2,296
	
	

	Organisations
	743
	150
	111,450

	TOTAL
	3,039
	
	297,129


4
INCOME & EXPENDITURE

The above calculations and assumptions have been used to estimate possible membership income as set out below.  The actual membership total will not be known at the beginning of the first year of formation as transfers from the bodies will not be able to take place at the same time.  The projection is then based on using the existing bodies’ membership figures notionally transferring at day one, after removing duplication.  More cautious or contingency projections of eventual membership have also been calculated, assuming a reduction in membership.  Subject to the rate and extent of formal transfer to the new body, the expenditure will be phased in accordingly so that commitments are not made beyond known income.

4.1
Estimate Income
	Description
	£
	Note

	Membership
	297,100
	

	Publications advertising
	20,000
	1

	Grants
	31,000
	2

	Conservation Register
	20.000
	3

	Conferences/Training
	-
	4

	Investment Income
	4,500
	5

	
	
	

	TOTAL
	372,600
	



Notes

1. UKIC Journal £14,000, IPC £16,000, less £10,000 loss of income because of merger.

2. Register from 1/4/05 to until 30/9/05 £9,000 plus £10,000 from Trust. A training grant for another year £9,000 and £3,000 administration contribution to Conservation Awards.

3. Assuming 400 join, all at £50.

4. Conferences and Training events are expected to be broadly cost-neutral, so both income and expenditure have been omitted. The 2006 IPC Conference will be charged against designated funds brought forward for this purpose.

5. Assumes average bank balance of £150,000 at 3%.

4.2
Estimated Expenditure
As described in 4 above, these projections for expenditure are based on the notional subscriptions receipt resulting from a transfer of all existing members.  Until the full transfer rate is known, commitments will be made on a priority basis.  For example, the full complement of staff would not be reached until sufficient income was confirmed.
See expenditure table overleaf:
Estimated Expenditure

	Description
	£
	Note

	Staffing – salaries
	150,000
	6

	Staff – travel and subsistence
	6,000
	

	Premises
	22,000
	

	Equipment and maintenance
	3,000
	

	Postage and stationery
	16.000
	

	Publications
	69,000
	7

	Comm. Exps – Groups
	30,000
	8

	Committees & working parties
	7,000
	

	Conferences & training events
	-
	4

	PACR Training costs
	9,000
	9

	Promotional expenses
	3,000
	

	ECCO
	5,000
	

	Subs to other organisations
	1,000
	

	Accountancy & audit
	15,000
	10

	Fees and charges
	4,000
	

	Insurances
	3,000
	

	Depreciation
	5,000
	

	IT running costs
	5,000
	

	Contingency
	15,000
	

	TOTAL
	368,000
	


SURPLUS



£4,600


Notes


6.
Post







 £ Salary



Chief Executive





40,000



Member Services Coordinator



26,000



Member Services Assistant




18,000



Training Officer 0.6fte





16,000



Communications & Publications Coordinator 0.5fte

13,000



Training and general assistant 0.5fte

 

  9,000



Scottish Administrator 0.5fte


  

  7,000





Total Net




129,000



NI & Pensions (16%)



  

21,000



Total Gross






150,000


7.
UKIC Magazine £14,000, Journal £12,000, Copy Editor £8,000, IPC (incl 



postage) £42,000 less £7,000 for merger saving.


8.
15 @ an average of say £2,000. (See Summary of Key Facts, p.11)

9.
Previously omitted in Consultation Document


10.
For comparison, current UKIC book-keeping costs £8,000 and Audit £4,000.

5
RESERVE LEVELS

5.1 Required Reserve Levels

Some charities have to work on a “hand to mouth” existence with their reserves or working capital representing a few weeks of operating expenditure.  To establish a new organisation on this basis would be irresponsible and unlikely to be sanctioned by its prospective members.

There is no widely agreed mathematical formula for how much an organisation should hold in reserves – it largely depends on the risk profile of each of its streams of income and expenditure.  In a start-up situation, there are generally more risks, although it must be acknowledged that the likely constituent bodies are currently financially stable and well-resourced with excellent reserves.

Taking the expenditure figures from section 4 and excluding depreciation as a non-cash item and excluding the contingency, leaves £348,000 of expenditure per annum.  Staffing costs are clearly the largest item of expenditure, and it would not be good practice to establish a new organisation without having sufficient reserves to cover 6 months of salary costs.  It should be possible to operate on 3 months reserves/working capital for all other expenditure heads.  Variations in membership transfer dates aside, the basis of 6 months cover for salaries (£75,000 of total £150,000) and 3 months for the balance of the expenditure (£50,000 of total £198,000), reserves of c. £125,000 would be required.
5.2
Available Reserves

There are 3 types of funds or reserves normally held within a charity:

Restricted:
These are funds subject to specific trusts, and can only be used for the specific purpose for which the funds were given.  They can never be used as general funds and the Trustees should treat each such fund as if it were a separate charitable trust
Designated:
These are funds which have been earmarked for certain activities, but which the Trustees are allowed to manage.
.

Unrestricted: Also called “Free reserves” - these are funds which are expendable at the discretion of the Trustees in furtherance of the objects of the charity.

Initial discussions with each of the Vanguard organisations have identified the likely value and composition of reserves that will be transferred to the new body.  At the end of the first 12 months of operation and after expending the £119,000 of one-off costs analysed in section 6, the Institute’s reserves would be:







£000

Restricted



  37

Designated



  72

Unrestricted



  90
Total




199

6
ONE-OFF COSTS

	Description
	Assumptions/Workings
	£

	
	
	

	Legal
	Minimised because of Keith Lawrey’s work.  Advice required on TUPE.
	5,000

	Project Management (see note 1 below)
	Estimate
	20,000

	Recruitment
	New staff
	5,000

	IT 
	New/replacement hardware/software
	5.000

	IT Membership System
	Hardware/software/implementation
	40,000

	Relocation/removal
	
	4,000

	Corporate identity and branding and website**
	Design, consultancy and printing
	40,000

	PR for launch of new body
	Consultancy
	2,000

	IPC Office Transition costs
	
	7,000

	20% Contingency
	
	26,000

	
	
	

	**Less already secured via UKIC from PM foundation
	
	(35,000)

	
	
	

	TOTAL
	
	119,000


Note 1.
It is proposed to appoint a transitional Project Manager for up to six months to help the Vanguard organisations undertake all the work required to wind up their operations and establish the new Institute.

7
STAFFING

Certainly in the start-up phase, the strategy should be to:

· Retain the considerable knowledge of existing staff

· Offer flexible employment arrangements

· Use external temporary resource when permanent resource is difficult to obtain

· Outsource book-keeping, accounting and other admin tasks as appropriate

· Recruit people who are prepared to be flexible in what they do and “roll their sleeves up” to help with colleagues’ work.

Following this strategy may mean that the actual staffing complement will not mirror that laid out in Note 6 of section 4, either in its distribution or job titles.  However, from a business planning perspective, a total of 5 full-time equivalents at the assumed salary levels seems to be a reasonable financial assumption.

8
FINANCIAL PROJECTIONS

8.1 Assumptions

In projecting forward a further 2 years, the following assumptions have been made above the base projection above:

1. Membership numbers would grow at 10% per annum.

2. Any further grants obtained would be for services that are not currently provided. 

3. No increase in level of activity unless agreed and justified by grant income or by operating surplus

4. Advance costs for the 2006 “IPC” Conference are funded from designated reserves.

5. Costs and membership rates increase in line with inflation estimated for these purposes at 3%.

6. The one-off set-up costs of £119,000 are all expended in Year 1.

8.2
Three Year Forecast

The assumptions in 8.1 would produce the following income, expenditure and reserve levels.

	Description
	Year 1
	Year 2
	Year 3

	
	£000
	£000
	£000

	
	
	
	

	Membership Income
	297
	336
	380

	Other Income
	76
	76
	76

	
	
	
	

	Total Income
	373
	412
	456

	
	
	
	

	Total Costs
	368
	370
	381

	
	
	
	

	Surplus/(Deficit)
	5
	42
	75

	
	
	
	

	Closing Reserves
	
	
	

	
Restricted
	37
	37
	37

	
Designated
	72
	42
	42

	
Free
	90
	132
	207

	
Total
	199
	211
	286

	
	
	
	


In the table above, the low point of the designated and free reserves is at the end of Year 1, where they amount to £162,000, which is substantially above the recommended level of reserves of £125,000, as specified in section 5.

9
CONCLUSION

In establishing a new organisation, there are inevitably many doubts and uncertainties.  In preparing this Business Plan, we believe that we have erred on the side of caution and produced realistic financial projections that demonstrate a robust and sustainable organisation.

Mike Caudrey, Bluespark Consulting
25 August 2004
Convergence Business Plan

25 August 2004
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