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Session Overview

Let’s get strategic about our budgeting processes...

INTRODUCTION FLORIDA AUBURN

1 O ow

FLGRTEA N’
Changes are a’ comin’ to Eight years of a modified Six years to make a
higher education and RCM, war stories, and decision, just getting
there is a need for better lessons learned rolling with RCM, and
budgeting and data (especially related to how data are helping

data-based decisions)
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Let’s take a poll...

| would like to improve the quality of the

data used in budgeting on my campus.

A) Strongly agree

B) Agree

C) Disagree

D) Strongly Disagree




There are significant pressures on universities today

Demand-Side Pressures: Revenue Pressures:
Investment in Continued Cuts Iin
facilities and state appropriations
services to attract Nascent limitations
top students on increasing tuition

Investment in
research
infrastructure to
support top faculty

COST MANAGEMENT

Source: The Time Is Right For Higher Education To Embrace Benchmarking (Beisser, S; Friga, P; Krasnov, J.; Phillips, M.)
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Budgets drive priorities and spending on campus

Annual Budget Process

May
Load Salaries &

Budgets to University

Information Systems

March/April
Final Detailed
Salaries and
Budgets returned
from units

February
Budget parameters
approved by Full
Board and line
item Budget
materials mailed to
campus

July 1
Beginning of

New Fiscal Year

December
Budget Book
Prepared for

Trustees

UNIVERSITY of

FLORIDA

August / September
Preliminary Budget
Variables Analyzed For
Next Fiscal Year (Tuition,
R&B, Endowment,
Student Aid, Enroliment)

October
Units Submit
Budget Requests
to Deans and Vice
Presidents

November

Fall Budget Model for
next Fiscal Year
Finalized & Approved
by Budget Working
Group and Finance
Committee of Board

RCM Budget Process

Support Units
and Institutional
Costs
Subventions|

-Subventions
-Mandatory Fees
-Other Misc. Fees
-Philanthropy

University

Allocations

Budget

Subventions

- State General Funds
- Tuition
- Differential Tuition

Strategic
Investments

- Program Fees

- F&A Recovery (100% less
VPR/ORD costs and Research
Investments)

Strategic Fund
& Support Unit
Cost Allocations

Administrative
Service Charge

Facilities
Cost Assessed based on Net
Assignable Square Footage

Colleges

-RCM Allocations
-Subventions
-Sponsored Activity
-Course fees
-Outreach
-Summer Session
-Philanthropy
-Sales and Service

Auxiliaries




“Institutions of higher education confront many
barriers to cost control. Perhaps the most
basic impediment is poor cost information”

50% of Educause
respondents were
unable to estimate
distributed* IT
cOsSts

66% of CFOs lack
the “sufficient
information to judge
administrative units”

*Distributed refers to IT
services not reporting to
the CIO (“decentralized”)

Source:; www.insidehighered.com, www.universitybusiness.com, library.educause.edu
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https://www.insidehighered.com/news/survey/cfo-survey-reveals-doubts-about-financial-sustainability
https://www.universitybusiness.com/article/cost-control-higher-education
https://library.educause.edu/~/media/files/library/2015/8/ewg1508-pdf.pdf

ABC addresses key benchmark data questions

External Single Year

To whom
should we
compare?

What
level of

analysis? ¥ =

I i

4
Adjustment
for local
labor rates?

NOCHMARKING
R T U M

Select Peer Set

Select Schools/Divisions

This chart contains

Display Peer Names

Area Wage Index

7.29%
6.80% I

Facilities Information
Technology

UF

UNIVERSITY of

FLORIDA

»
»

411X

Student

Percent of Payroll File Dollars
Al Activities (FY15)

Data View  Organizational Class ¥

Pvisional data. See chart notes for details

6.08%

4.09% 4.05%

2.84%

| '
Communications

ervices Finance

Analysis Factor §

Payroll File Dollars

Fiscal Year 2015

To Top Level

H¥ Outsourced Contracts
W\ Shared Services

I Decentralized
M centralized

Research

0.412%

Development

v

v

How do we
normalize?

# of students,
# of faculty,
# of acres/ft.
sq, % OpEXx,
research $,
development

$, etc.

Where
costs are
located?

Which
activities to
analyze?




Peer comparisons can generate insights

Position In Compare

Cost per Person (Employees + Students) (IPEDS)
Information Technology(FY15)

e

HE Outsourced Contracts

. . . . N\ Shared Services
_ ’ l ;:7;‘ —
15K 5
Centraliz .
. ! | What is the

outsourced and
shared services
strategy?

How is
this peer
o)
efficient?
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Eight years of a modified
RCM, war stories, and
lessons learned
(especially related to
data-based decisions)
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Let’s take a poll...

The primary budget model we use on

our campus is...

A) Incremental
B) RCM

C) Modified RCM
D) Other
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The University of Florida

+ Established in 1853

+ Land Grant Institution

+ 2017 Enrollment: 55,862

+ 150 Research Centers and Institutes
+~ 2,000-acre campus

~ FY ‘17 total expenditures of $5.3B

Source: University of Florida
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UF Enterprise Revenue Sources FY17

Other Grants, Contracts, Gifts and... Federal, State & Local

Hospital and
Component Unit
Revenues, $3,019,950,
54%

Total $5.6 Billion

Dollar amounts expressed
in thousands

UF

UNIVERSITY of

FLORIDA

Grants and Contracts,
$482,751, 8%

/

Student Tuition and
Fees (Net), $431,659 ,
8%

——

State Appropriation
| (Noncapital), $727,156,
13%

Federal and State
Student Financial Aid,

$116,963 , 2%
Auxiliary Sales and Other...

\ Investment Income, $289,646...

Source

: University of Florida




UF Enterprise Expenses FY17/

Scholarship Allowance
and Scholarships,
Fellowships and
Waivers, $106,891 , 2%

Employee
ompensation and

Benefits, $3,032,956 ,
57% //
_ _ Space - Depreciation,
$244,462 , 5%
\ Space - Debt Service,...

Services and Supplies, Space - Utilities and
$1,803,053 , 34% Communication,

$71,928, 1%

Total $5.3 Billion

Dollar amounts expressed
in thousands

Source: University of Florida

UF

UNIVERSITY of

FLORIDA




Concerns with historical budget model

Weights Start up issues for entrepreneurial
Classification of space activities

Calculation too complicated Capped enroliment

: : Tuition allocation
Budget is a surprise each year

Can't predict outcomes of decisions Waivers

Degree production not incentivized Self funded courses lead to faculty

overload
Retention not incentivized

Tax creep
Interdisciplinary programs not Subvention

incentivized
Research not incentivized (linear tax) Strategic Fund
IDC vs SPA Tax

Tax Driver/Assessment Metrics




The UF journey to improve budget decision-making

s ET—
Priorities Map the model
iViti ize i More predictable

Key Activities Standardize titles
Align processes  Clear incentives
Strategic fund

= IMARSIED FLORIDA



LA CTUlly LTI LTHITUUSTHT Altivedadliviio Ltu ulilito

e.g. 7/0/30 split, Provost strategic fund,

crinnlarmaoantc
DUIJ'JLCI TICIICD

Tuition (Calendar Year of 2015) NetTutinTo  General Fund Supplement 6FS)
70% By Teaching/30% By Enrollment Colleges
Qut of State
Fee Total Grand Total ot Recurring PO&M Total
In State Tuition In State Tuition Out of State Fee (K=G#H+4) (L=F+K) WELE) 1] Q) [R=P+Q)
College Under Grad Gradl  Grad2 Prof Total UnderGrad ~ Grad 1 Grad 2 Prof
(A) (B) (€) (D) [E) (F=B+CeD+E) (G) (H) U] 1)
bgriculturel and Life Sciences 12966410 1244774 3331207 18591897 2874855 635889 746212 4316755 180857 | 20033883 1913354 1883 1930706
At 14998 375065 13343 5108360 876430 5038 520 97505 5,036,866 5160436 12970672 G153 13038206
Business Administration 11,408 324 9,558,702 142111 21109137 4000484 460709 17462 B,716,655 29,825,792 25,825,308 6,768,711 1450458 8,228,170
Dentistry 3 453 34 21586 12604363 162859 151319 314977 114 | 12818141 14IBMI OB 1M
Design, Construction & Planning 2846561 231167 647731 506020 992203 1339106 289812 16287 347 743404 5,876,697 . 5,876,697
DOCE 1,983,550 1983650 1139951 1139951 4103501 2983650 976,360 . 976,360
Education 182610 4B00TS8 307777 075145 T3 G486 T3 1751413 12476558 1171734 9,503,39 . 9,503,99
Engineering 15,345,750 10,306,282 8,124,946 3776978 2386168 BR3LTAT  G24B12 11843727 45,620,705 43,234 536 47060477 1,130,705 48 191,183
Health & Human Performance 5756370 1478317 5853%5 7BIBER  LEA1STL 08T 53147 L5574 10,064 256 BATIEES 492003 1198 49131
loumnzlism & Communications 5715417 B0L@M 150082 BATIZEA 1805513 A 54l 133834 3R5E8 5,310,114 BS0L91  IBTEE 6 AITERS
Latin American Studies MES 108452 1240 69 BEE W06 6TH 5264 369,342 33478 1402616 B 2402650
Law 1007 1EMFT 178877 19,665,367 W 334 86T 1770465 0983 | 209362 T7EI MEATE 79333
Liberal Arts & Sciences 48,334 549 1,650,170 3,575,702 53560420 11721462 012,906 642407 13,276,775 56,837,195 55,115,733 71,596,619 30,110 71,626,729
Medicine L7665 3264640 LGGE3 16685205 22694230 164955 G498 80833 27848 g7BEN  BSTIEN | BATHD GLBLIT 24581 B437208
Nursing 1771309 BELT9E 215561 SOT0568 200039 318 130713 3905 5409713 5,209,674 5,400,19 . 5,400,19
Phamagy 96,538 19300 22005764 2B N 1436 3L 4887 15159 | 125191 (281,355 3962 (277,393)
Public Health & Health Professic 2,603,427 4032515 5,149,141 11,785,083 445979 635,206 166,848 1,248,033 13,083,116 12,587,137 5,046,838 276,236 5,323,074
PHHP-COM Integrated Programs 10085 20843 38510 08 338 105325 193346 1385 B 3378 386,557
Veterinary Medicine BAE 154 08Tl B7B3W 907525 379 68,195 %6 855 8433 9157568 9153020 1045714 181953 12277353
Grand Total 118425075 44160544  69480,681 37549640 269621940 29,160,803 20,113,666 4426062 187,690 53,888,220 323,510,160 294,349,357 303379638 8347919 311727557

Source: University of Florida
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And calculating overhead contributions - e.g.
overhead is now assessed with fixed rates on rev

FY17 Non-
Overhead to Hold Harmless FY17 Additional GFS Rﬁ?""_m Preeminence Overhead On Adcional Alocations n
Y17 State Legislative FYi7
SR Spedials FY17 Net State
Hold Harmless Y7 FY17 Hon- lﬂ:f::f:kl}
(V-=N:R-W)  Reuring  FY16College  FYI7UG  Recurring
T and GA legislative ~ Facultyand  Differential  Legislative SubTotal
(T=N*10%+R*10% HSC Admin Facilities Total OH Specials  StaffRaises  Tuition Specials  Preeminence  (AH=AB+AC+AD IT/GA  HSCAdmin  SubTotal
) (U=NF2AS5%:R°2105%) (V) (W=T+Uy) (AB) (AT) [AD) (AF) (AG) +AFEAG)  [AIAHC10%) (AK=AH*2.15%) (AL=AMAK)
10.00% 215% 10.00% L15%
(3,935,470) (4971088 [8,906,558) 30,448,141 E17,816 1003445 1761261 (276.26) (276,126) 32,933,276
(1,819,364 (2307968 (4127833 14,070,809 7938 2840 165,350 773,088 (77,30) (77309 14,766,588
(3,405, 348) (1829673 [5335,020) 18718457 7471 47471 (74747) (74747) 29,391,181
2,736,209) (588649)  [616,243)  (5.941,101) 11420986 528,591 150,000 §78,691 [67,869) (14601 (32470) 22,017,207
1,331 164] (L67L042) (3,002,207 10303435 275,088 275,088 (27,508 (27508 10,557,014
(396,061) - (396,061) 3564549 12329 1238 (1233) (1233) 3,575,645
(2122134 (1268928) (3391063 17830273 400,000 261450 2,000,000 58500 3318350 (331,9%) (331,935) 20,818,234
(8,142,572) (14616053 (23758624) §7,667,095 1,803,536 356853 5372189 (537.19) (537,219) 72,502,065
(1,334,392) (139,163 [2732555) 10611362 231,881 150,000 381801 (38,129) (38,129) 10,955,064
1,373,780 800633 (2170413 11,563,387 28238 328500 £10,.882 (51,088 (51,083} 12113,138
(274,513) (85,181) (359,794) 13863% 67,132 150,000 17232 (21,73) (2,73) 1581845
(2,886,902) (2052609 [4939511) 23929509 535,103 350,000 785,103 (78510) (78510} 24,636,102
(12,674,246) (14264694 (26,338,940) 89,803,522 1835508 304560 105105 5191200 (518122) (519122) 104,475,620
(B773,511) (LBET4T3) (12741331 (13402317T) §4,332794 1,575,157 1,250,000 1488000 5414267 (340427 [116479)  [6S7.08) 59,089,155
(1,060,387 (28258 (4053 (L708776) 8,900,004 214,098 150,000 364,008 (36,410 (71833 (M4243) 9,113949
(2,225,250) (478725 [1339578)  (4103,553) 18,148,845 441351 BS0000 1291351 (129.139) (27781 (156516) 1,283,380
(1,881,021) [406821) [LSBLE1) (3879261 15,030,750 361078 TSO000 L4078 (11108) (23903 (135010) 16,006,218
(B1,040) {17,434 (289,108 (387,577 422825 26,753 508326 625,079 |62,508) 113,448) (75,955) 971,949
3,143.127) 676191 [4803,18)  [B.622483) 12,808,791 522618 400000 812518 (92.262) (19.849)  (112.10) 13,515,298
(60,507,581) (4283548) (69217607) (134.108847)  47L968067 400000 12218880 532980 3250000 14453035 30854806 (3085490 (23833 (3309383) 199,513,580

Source: University of Florida
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Plans for using the ABC Data

# Budget decisions (FTE levels and overall dollars invested)

Internal comparisons to other UF units

External comparisons to peer universities

= Shared service opportunities and effectiveness

+ Better decision making at the unit level with peer data from
other universities

MARKING 6
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A major goal is to do a deep dive of activity
spend within and between units on campus

Labor Spend by Activity: College of Medicine

Total Labor Spend

Labor Spend by _Activity: College of Health & Human Performance
SAM Activities Labor Spend
Total Labor Spend SAM Activities Labor Spend
Comm
o  Comm Student Svcs ( Comm
[ S Devel — f
ol | % Devel Devel
\\ Facilities Student Svcs Devel ~ Fadlities Facilities
\\\ Finance Finance
ComR ' HR
Research
Info Tech Info Tech
Research Research
$12.7M Student svcs $497.8M Student Sves $28M
Finance

Non-5AM

— Facilities

$2M
Research
Finance
. Info Tech
Info Tech ‘ Non-5AM HR
* HR
Labor Spend by Activity: College of Pharmacy
Total Labor Spend SAM Activities Labor Spend
[ Comm 7 Comm
/
_ Dewel L Devel
Facilities Student Sves
Finance Facilities
/ HR
info Tech
Research
$30M Student sves $5.7/M Finance
Research '
HR
Non-SAM Info Tech

Source: Academic Benchmarking Consortium, abc-insights.com

F
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We also plan to compare spending on campus -
analyzing administrative spend as % all spen

Standard Activity Labor Cost Standard Activity Labor Cost/Total Labor Cost
All Activities (FY17) Al Activities (FY17)
Activity | Al Activit " 2017 v Analysis Factor | SAM Labor Cost (N¢ Select Schools/Divisions Activity | All Activities 3 Fiscal Year | 2017 4 Analysis Factor | SAM Labor Cost/Total L 3
B )  Oranization " DataView  Organizational Class ¢

Outsourced Contracts Outsourced Contracts

N Shared Services N Shared Services
Jllege of Medicine Decentralized Decentralized
M Centralized College of Pharmacy [ centralized

College of Health & Human Performance

College of Medicine

S0 525M  $SM S7.5M SIOM  SIZSM  SISM  SIZSM  S20M  $22.5M  S25M  S27.5M  S30M
0% 200%  400%  600%  BO0%  10.0%  120%  140%  160%  180%  20.0%
Total Salary/Total Division Labor Cost: FY17
Standard Activity Labor Cost Standard Activity Labor Cost/Total Labor Cost
Facilities(FY17) Facilities(FY17)
Chools Activity  Facilt - Fiscal Year 2017 ¥ Analysis Factor | SAM Labor Cost (N ¥ Select Schools/Divisions Activity | Facllities ¢ Fiscal Year | 2017 & Analysis Factor  SAM Labor Cost/Total L %
Sub Activity b 1 e v Data Vie U 2 L v Sub Activity | All Sub Activities 4 Data View Organizational Class &
Outsourced Contracts Outsourced Contracts
X Shared S N Shared Services
- Shared Services Decentralized
llege of Mediciny Decentralized College of Health & Human Performance M Centralized
M Centralized
llege of Health & Human Performan College of Pharmacy
ollege of Pharmacy College of Medicine
s0 $200K $400K $600K $800K M $1.2m $1.4M S1.6M $1.8M 0% 0250%  0500%  0.750%  100%  125%  L50%  L7S%  200%  225%  250%

al T 7 Total Salary/Total Division Labor Cost: FY17

Source: Academic Benchmarking Consortium, abc-insights.com
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Session Overview

AUBURN

AT

?’

Six years to make a
decision, just getting
rolling with RCM, and
how data are helping
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Auburn Umvers1ty

i~

Auburn, Alabama

A2

A
i~

Land-grant, sea-grant, and

A
i~

space-grant institution
Established 1856

2017 Enrollment: 29,776
1,800-acre campus

2017 Endowment: $738M

A
i~

A
i~

A
i~

Al cC Ot [#] ._1- VAT ! | - FLORIDA 6



Slow decision making process to change budget model

= SIx years to move to RCM
= Faculty resistance
# Unclear benefits

* Inadequate support for hypotheses about inefficiencies due
to decentralization (ABC data would have helped)

WA RKING 6
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Auburn needed good data to inform
the budget process

Situation — Auburn transitioned to an RCM hybrid allocation model
for FY17 and needed to find ways to assess administrative spend as
a part of the governance of the model.

Complication — Historically, Auburn has not maintained any data that
would provide meaningful assessment of its administrative functions.

Resolution — We now have comparative data to begin assessing our
labor spend in key overhead areas which are allocated to our
revenue-generating units. We also have a tool to help with decision-
making as administrative units begin requesting additional funds.

ACA E: :|. f\_»l'l ; g NCHMARKING FLORID A 6

O R T U M



We plan to start with central spend and then
work out to the units

Auburn University Expense Budget by Unit

= College/School
= Auxiliary
50% = Central Units
AUM
= AAES
= ACES



Auburn uses ABC data to analyze spend

6.00%
Qutsourced Contracts
W\ Shared Services
Decentralized

I Centralized
5.00%

4.0

2.
1.62% ===
1.24%
1.02%
1.0 — 0.840%
0.722% 0.662%
0.490% i
Facilities Student Services Information Finance Development Communications Research Human Resources

Technolog Administration

Chart Notes: »
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Session Overview

Let’s get strategic about our budgeting processes...

INTRODUCTION FLORIDA AUBURN

1 O ow

FLGRTEA N’
Changes are a’ comin’ to Eight years of a modified Six years to make a
higher education and RCM, war stories, and decision, just getting
there is a need for better lessons learned rolling with RCM, and
budgeting and data (especially related to how data are helping

data-based decisions)
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