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FLORIDA ATLANTIC UNIVERSITY

Board of Trustees

Item: v.

Monday, September 30, 2024

SUBJECT:The University Operating Budget Redesign

PROPOSED BOARD ACTION

Informational Only, no action is necessary.

BACKGROUND INFORMATION

University Staff and Deloitte Consulting will provide the Board of Trustees an update
on the Operating Budget Redesign.

IMPLEMENTATION PLAN/DATE
June of 2025.
FISCAL IMPLICATIONS

N/A.

Supporting Documentation: Draft Budget Model

Presented by: Mr. Jayson Iroff, Vice President Financial Affairs and CFO
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Today’s Goals & Objectives

Today'’s topics include:

1.

Provide an overview of the Budget Model Redesign
Project effort to date and roadmap going forward

Describe the model design process & key decisions
resolved by the governance committees

Share preliminary model output and results

Outline next steps for model socialization and
implementation
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Scott Friedman Collin McWilliams Trevor Lobaugh
PROJECT PARTNER PROJECT LEAD PROJECT MANAGER
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Case for Change
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FAU is on an ambitious path to become the country’s fastest improving
public research university...

» FAU will acquire Carnegie R1 Doctoral status in 2025 and is in pursuit of the US News Top 100 list through
growing research and continuing to expand its world-class faculty, staff, and student body.

» FAU also seeks to better serve the surrounding area’s healthcare needs through the expansion of FAU Health.

Yet operates on a rigid, incremental budget model that does not create
incentives for innovation nor empower leadership and reward performance...

= University leadership consistently voiced through interviews that FAU has outgrown its current-state budget model
and a new model that provides mission-aligned incentives is needed.

» The current budget model does not consider enrollment trends, student credit hour activity, research activity, or
state performance metrics tied to FAU's mission.

And does not tie funding to strategic goals or reserve funding to further
leadership priorities...

» The current budget model limits the University’'s ability to measure contributions to strategic goals and adapt if
performance lags behind expectations.

» The current budget model is not intentional in how it allocates funding for leadership priorities.

Creating the need for an enhanced budget model that fits the goals and
aspirations of the University it serves

» To accelerate progress on strategic priorities, the University needs a budget model that allocates resources
transparently, creates a single source of truth, and provides a strong infrastructure for informed decision-making.

= Stakeholders are eager to move forward and the University must implement the new model in an understandable
way that promotes long-term adoption and desired outcomes
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Desired Outcomes of Budget Model Transformation s~ | Deloitte.
A new FAU budget model neither creates nor destroys wealth upon implementation, but it can promote behaviors at FAU
that will drive innovation while maintaining quality.

1 ‘ Align Funding with University Mission

2 ‘ Incorporate SUS Metrics

3 Incentivize Growth Commensurate with
Quality

4 ‘ Enable Transparency and Simplicity

5 | Reward Entrepreneurship and Innovation

6 ‘ Balance Predictability with Flexibility

Copyright (c) Deloitte Development LLC, all rights reserved.
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A governance structure was established to support decision-making throughout the life of the project. The model design
and build phases were led by an Executive Leadership Team and guided by a Steering Committee.

Governance Body Membership

» Dr. Stacy Volnick, « Dr. Larry Faerman, + Dr. Gregg Fields,
. - Interim President VP Student Affairs Interim VP Research
xecutive
Leadership - Jayson Iroff, « Dr. Russell Ivy, « Brian White,
Team Chief Financial Officer Interim Provost VP Athletics
+ David Green, « Daniel Jones, « Peter Hull,
Interim VP Inst Adv VP Legal Affairs VP Public Affairs
« Dr. Stacy Volnick, « Iselgis Garcia, - Jason Ball, « Dr. Daniel Gropper,
Interim President AVP Academic Fin & Admin Chief Information Officer Dean College of
Steering « Jayson Iroff, * Dr. Kevin Wagner, + Milena Alban, Business
Chief Financial Officer Chair Academic Planning & Director of Univ Budgets « Dr. Chris Beetle,

Committee - i
+ Dr. Russell Ivy, ST G R £ * Louisa Kelly,

Interim Provost » Dr. Stella Batalama, AVP Fin Operations & » Matt Eisner,
Dean College of Eng & CS University Controller Financial Analyst

Assoc Professor Physics

» Ex- Division of Finance Budget staff, Division of Research finance staff, Office
FAU Central Finance Office, Academic Deans, of Information Technology staff, College Dean and other unit leaders, Unit
Administrative VPs, and Academic Planning & Budget Finance Directors, etc.
Committee

Copyright (c) Deloitte Development LLC, all rights reserved. 6



Budget Model Transformation Roadmap

FY 2024
Oct-Dec Jan-Mar Apr-June

Discovery, Design, and Build

_________

Consensus

FY 2025

July-Sept Oct-Dec Jan-Mar

Today o
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FY 2026

Apr-June July-Sept Oct-Dec

Building and Infrastructure Development

Go-live and Monitoring

\
Consensus Building and

v

Discovery, Design, and Build

v Understand FAU'’s current state
through budget maturity and change
readiness assessment

v Establish model scope and facilitate
decision-making on key design
questions

v Build a flexible test model that allows

FAU stakeholders to review multiple
output scenarios

Infrastructure Development

Broaden the aperture for campus
feedback to shared governance
groups (e.g., Deans Council, Faculty
Senate)

Design budget process steps and
data structures where necessary to
support the new model

Develop training and campus
outreach materials

Go-Live and Monitoring

Start the phased transition to the
new FAU budget model in a hold
harmless period

Implement a regular cycle of model
review

Ensure governance structures and
procedures are in place to continue
end-user training and promote
campus adoption

Copyright (c) Deloitte Development LLC, all rights reserved.
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Model Design Approach Overview

Budget model examples from peers across the country, the Florida SUS performance funding methodology, and FAU's
institutional goals were used by the Steering Committee to tailor the new model’s design to FAU's specific needs.
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1) NATIONWIDE REVIEW OF PEER
BUDGET MODELS

Budget model examples were reviewed
from peer institutions across the country
to assess the approach and practices
leading to successful model adoption.
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2) STATE UNIVERSITY SYSTEM
PERFORMANCE ALLOCATION
METHODOLOGY

SUS performance funding metrics served
as the foundation for the new model’s
allocation levers so that success in the FAU
model translates to increases in State
performance funding.

Peer Budget Model
Metrics Analyzed

10 SUS Metrics Reviewed

2023 Performance- 40+
Based Funding

Metric Scores and Allocations

3 E&G Allocation
Priorities Selected

3) FAU STRATEGIC PRIORITIES AND
GOALS

FAU's strategic plan and campus
stakeholder feedback informed the design
of FAU's new budget model allocation rules
to advance FAU's mission.

- Steering
12 Committee

FLORIDA ATLANTIC Members

UNIVERSITY
FAU Leaders and

trategic Plan for 1 3

b il Deans Interviewed

Budget Model
60+ Design Meetings
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Budget Model Redesign Process & Decisions

Define Scope of
Funds and Units

Define Model

Design Funding Allocation Rules for Units Rollout

How are support

Determine model primary input units funded?

data and reconcile with financial
statements

Should E&G sources be
treated as single or
separate revenue pools?

How are different unit
types funded?

Ve
\
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J/

How are auxiliary

i FY23 Trial Balance data serves as i
: i units funded?

model input data

How is funding for Socialize model

Determine how expenses and
revenues will be categorized

strategic initiatives
provided for in the

How is funding for
subvention provided

How much funding
should be allocated

with stakeholders

i and wider campus i

How are revenue community.

center units funded?

model? for in the model?

as base funding?

Ledger account numbers will be

Education & General

i 4 N\ i
2] (0 I GRTUE S (I Instruction: How should SCH -Phasetmt}:nOde:_]
revenue types for College of Record vs College Ilfn pacts roug"
- N of Instruction be weighted? hold harmless
FeeeerrEsserrressserresssserrressserrresssesrrenssy What metrics should y ’ period and
i Determine scope of units included i be :;f:;?ij:::’;ate Research: How should smphﬂeﬁ
H i ] g : approac
i in the model and how they should : How much funding Which priorities research activity be PP
be classified : should be allocated should funding be - measured? : . ]
via pr:(e)zlrtilcis;and allocated through? How should these \ y, Rev:?ew mcl)del agd :
All units are in scope and are !} ’ priorities be - : N ; refinerulesan ]
classified as revenue centers, | weighted? S:::;:l?g‘;fgjﬁ;’g:f: dsttés : parameters based §
i support units, or auxiliary units i SR on'fee'dba'uck and
e A L c ) : institutional
PO ey E Ve N\ E priorities
: Determine scope of funds included How should other fund :
: in the model : types be allocated in the
: ] model? 5
: . i \. y, :
: E&G funds are the primary scope i ;
as they have the fewest 3 4 N S ]
restrictions and represent the ~ How should research Decision |1
bulk of discretionary revenue indirect cost recovery be Pending -
.................................................... - allocated? —
\ v Decided P
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Budget Model Concepts and Terminology

The information below serves as a glossary for understanding the language of budget model redesign.

Unit Categorization

FAU units have been categorized as revenue
centers, support units, and auxiliaries to
determine their allocation treatment in the new
model.

« Revenue Centers: Units providing teaching
and research that are able to influence

revenues through programming decisions (i.e.

Colleges)

« Support Units: Generally not revenue-
generating and provide services to support
the university in advancing its mission

+ Auxiliary Units: Self-sufficient units able to
generate direct revenues to cover their direct
costs

—— Model Funding Types ———

Model revenue is allocated to units differently
based on the category of funding.

+ Strategic Funding: Portion of funds reserved
to invest in leadership initiatives that help
fulfill university goals and objectives.

« Subvention Funding: Portion of funds that is
used to help subsidize units whose costs
under the new allocation rules exceed their
revenue allocations.

+ Guaranteed Funding: Funding allocated to
units that is not metric driven

« Base Funding- Funding allocated to
units determined based on a
percentage of their prior year budget

» Direct Allocations- Earmarked
funding based on legal and other
considerations

 Priority Funding: Funding allocated to units
based on performance metrics

k‘l,g)lailjaﬁgl\mc | DE|0itte

UNIVERSITY

Model Elements

Priority Area: Subcomponent of the overall
priority funding pool representing an
outcome that FAU wants to incentivize
though metric driven revenue allocation

Priority Metric: Performance indicator used
to determine the share of each priority area’s
allocable revenue

E&G Change Limit: Model lever used to set
the degree of E&G funding increase and/or
decrease allowable by the budget model

Hold Harmless Period: Period during the
initial rollout of a redesigned budget model
where status quo funding will be maintained
regardless of the new model output so that
units have time to understand and adapt to
model changes

Copyright (c) Deloitte Development LLC, all rights reserved.
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($ in millions)

FAU Budget Expenditures by Fund

Total FY 2023 Operating Budget Expenditures: $1,066. 1M

$1,000.0

$800.0

$600.0

$400.0

$200.0

FY 2023 Budget

Carryforward - unspent E&G funds that
carryover from prior years.

Athletics - athletic fees, ticket sales, game
guarantees, etc.

Contracts and Grants - contracts from
governmental and private agencies.

Auxiliary Enterprises - self-supported
business operations that generate revenue.

Student Fin. Aid - federal and state financial
aid awards, institutional scholarships.

Education and General Funds - state

appropriations and tuition revenue.

Source: FY23 operating budget exp from https://www.fau.edu/financial-planning/files/2023-24-budget-book.pdf

Copyright (c) Deloitte Development LLC, all rights reserved.
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» The FAU budget includes fund types
with varying restrictions given the
funding source and intended use.

« E&G funds represent ~40% of the
total operating budget. They are the
primary focus for allocation
changes in the new model and
represent funds received through
tuition and state appropriations

 Carryforward funds are not

budgeted as revenue and thus are
not affected by the new model’s
allocation rules

12




Preliminary Redesighed Allocation Model g | Deloitte.

The following is an overview of the current version of the model developed through a series of meetings and decisions with
the Steering and Executive Committees. All numbers cited are based on FY23 actuals revenue.

Focus Area
Total FY23 Actual E&G Revenue'3
$398M
) Strategic /
Support Units Subvention Funding® Revenue Centers
$181.7M $19.9M $196.5M
[
\ 4 v v
Fqnded basgd on Funded ojff—thg-top Guaranteed Fundings e Priority Funding Pool®
prior year adjusted based on defined $108.6M Distribution changes over model phases 5878
E&G budget target target ' :
I |
v v v v v
Direct Allocation? Base Funding Irjst.ructlon Research Priority Stuclzler?t Success
LB £53.5M Priority (65%) (20%) Priority (15%)
' ' $57.1M $17.6M $13.2M
based on legal and efharon B4 e Based on weighted 3- weighted avernge of Grad rate ard Acadenic
other considerations decreases over time) year average of SCH research expenditures Progress Rate

Priority areas discussed in detail on subsequent slides

" Dollar figures reflect year 4 (“Steady state”) model scenario final allocation amounts
2 Cited dollar figures assume support units funded at adjusted budget target level
3 Totals may not reconcile due to rounding
4 College of Medicine E&G funding is included in Direct Allocation total
5 Strategic/Subvention funding final allocation may vary based on the impact of the revenue center E&G increase/decrease limit
. . . 6 The final allocation splits for Guaranteed and Priority Funding may not equal the percentage of guaranteed funding by phase due to differences between prior
Copyright (c) Deloitte Development LLC, all rights reserved. year budget targets ar?d allocable E&G revenue, the itanpact of%he E);&G Iim?ts, and t[f)1e tuitior%waivger and exemptiongllgcgtion P 13



o e . E&U .
Priority Area #1: Instruction g | Deloitte.

A three-year average of student credit hours (SCH) is used to determine the allocation of the Instruction Priority pool. SCH is
a commonly used indicator of instruction activity across other universities and directly links to revenue generation.

\ SCH associated with the College of Record (i.e. student home) and College of
Instruction (i.e. course home) were weighted based on an analysis of functional
expenses and Steering Committee consideration of the impacts below.

/Kev Questions

* How does the model balance the collaborative nature of the University
versus college specific initiatives and strategies?

* How does the model incentivize innovative offerings while avoiding 20/30°

redundancy?
/4 80/20 100/0
+ How does the model recognize the direct costs of instruction? 60/40 :
\ J LN\D &
UCF

NORTH DAKOTA

0% College of Instruction [JRIJRA

LN College of Record 0%

50/50 65/35 75/25

............ -
e FLORIDA

ol V il

BALL STATE
UNIVERSITY

College of Instruction

College of Record

» May incentivize duplication of courses across colleges
» Recognizes direct costs of instruction
» Rewards innovative course offerings

» May discourage collaboration across colleges
» May not recognize differences in direct cost of instruction
» Promotes college-specific recruitment and retention

Potential Impact

Copyright (c) Deloitte Development LLC, all rights reserved. 1 Reflects the weighting of undergraduate SCH with 70% for College of Instruction (COI) vs 30% for College of Record (COR). Graduate SCH are weighted 30% COl vs 70% COR 14



Priority Area #2: Research
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To advance FAU's aspirations for research growth, a portion of priority funding is allocated based on research activity. The
Steering Committee discussed the following questions to determine the metric used for allocation.

Key Questions

. How do we align the budget model’s allocation metric with state and national research standards, such the Carnegie R1
classification?
. How does the model recognize differences in the types of research conducted by each College?
. How do we ensure that research data is consistent and easy to procure?
Research Activity Quantification Components of Research Included Research Component Weighting
A 3-year average of research expenditures Sponsored Organized research and Sponsored research expenditures are
is used to measure research activity internally funded research will be weighted at 75%

_ included in the metric calculation
Research expenditures are commonly

used by other universities to allocate Sponsored Training and Instruction
research incentive pools research will not be included
Research expenditures are a key driver These are the same components reported
behind achieving R1 status in the Higher Education Research and

Development (HERD) survey

Copyright (c) Deloitte Development LLC, all rights reserved.

Internally funded research is weighted at
25%

This split recognizes the value of all
research while emphasizing the
importance of sponsored external
research for R1 classification
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Priority Area #3: Student Success

E&U
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Student success is vital to FAU's mission. The Steering Committee included performance metrics in the model to evaluate
unit outcomes for students that aligned with SUS performance indicators.

/Kev Questions: \

« What current state student challenges does FAU have

that the model can help to overcome?

« While institutional-level goals are critical, what metrics

k do colleges have direct control over? j

Metric Description FY23 Excellence Benchmark

Percent of Bachelor's Graduates

1 |Enrolled or Employed ($40,000+) 69% 80%
Within 1 year of Graduation
Median Wages of Bachelor’s Graduates Employed

2 Full-time $45,300 $40,700
One Year After Graduation
Cost to the Student

3 Net Tuition & Fees for Resident Undergraduates per 120 Credit $5,890 $9,000

Hour
Four Year FTIC Graduation Rate

Allocation Methodology
* For each metric, points are awarded based on a

Academic Progress Rate
2nd Year Retention with GPA Above 2.0

Bachelor's Degrees within Programs

unit's relative performance ranking and a unit's
relative degree of improvement over the most

recent three years of data available.
« The proportion of points awarded for a unit's

performance ranking and improvement are equal,
but this weighting can be adjusted if needed.

»  For example, a unit with the highest FTIC graduation

rate and highest graduation rate improvement from

[+) O,

6 of Strategic Emphasis 61.3% e

University Access Rate o o
/ Percent of Undergraduates with a Pell-grant 38.4% 42%
82 Graduat'e Degrees within Programs of Strategic 66.0% 60%

Emphasis
93 Three-Year Graduation Rate for FCS Associate in Arts 58.8% 70%

Transfer Student

Six-Year Graduation Rate for Students who are o o
ob Awarded a Pell Grant in their First Year 65.2% v
10 |Total Research Expenditures S73M S75M

year one to year three would receive the maximum
\ points awarded. /

Selected Metric I

Copyright (c) Deloitte Development LLC, all rights reserved.
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Revenue Center Performance and Funding Output = "ws™

The information below shows the budget model E&G funding output for revenue center units during year 4 (steady state) of
model implementation.

E&G Funding Metric Drivers Revenue Center E&G Output (Yr4)
Instruction Research Student Success Pr|r|ty
202022 2020-23 Avg Instruction 65% $57,082,766
; SUS Metrics
Revenue Center Units W:i;?tled ‘g:;g::sg Points Research 20% $1 7'563'928
SCH % Exp % Share |Student Success  15% $13,172,946]

College of Science 29.0% 1 37.6% 2 11.8% 5 Baseline

College of Arts & Letters 24.7% 2 2.3% 6 11.1% 7 . (FY23 Adj

College of Business 21.9% 3 5.1% 3 13.2% 2 Revenue Center ($ in M) Budget

College of Engineering & CS 7.8% 4 43.1% 1 11.8% 5

College of Social Work & C| 6.0% 5 1.8% 7 13.2% 2 College of Arts & Letters $35.0 $34.4 ($0.6)

College of Education 5.6% 6 16% | 8 | 97% | 8 | College of Business $32.4 $32.2 ($0.2)

College of Nursing 2.7% 7 4.9% 4 16.0% 1 College of Education $14.3 $12.2 ($2.1)

Honors College 23% |8 | 35% 5 13.2% 2 College of Engineering & CS $19.6  $22.6 $3.0

Revenue Center Subtotals 100% 100% 100% Honors College $6.3 $7.0 $0.7
College of Nursing $13.4 $11.4 ($1.9)
College of Science $34.8 $40.8 $6.0
College of Social Work & CJ $7.8 $9.0 $1.2
Revenue Center Subtotals $163.7 $169.7 $6.0

Notes:

College of Medicine not shown since its funding is directly allocated by the State
Figures assume Support and Auxiliary units are funded at the FY23 budget target level
Numbers reflect FY23 revenue and adjusted budget target totals

Copyright (c) Deloitte Development LLC, all rights reserved. 17
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Budget Model Implementation Plan o | Deloitte.

A phased roll-out of changes to E&G funding allocation in the new model provides unit leaders time to adjust to the new
allocation rules.

Year 1 - FY2026 Year 2 - FY2027 Year 3 - FY2028 Year 4 - FY2029
Hold Harmless Starts Steady State

100% Prior Year E&G 90% Prior Year E&G 75% Prior Year E&G 50% Prior Year E&G

Funding Guaranteed Funding Guaranteed Funding Guaranteed Funding Guaranteed

E&G Annual Funding A Limit E&G Annual Funding A Limit
Increase / Decrease: 15% / 15% Increase / Decrease: 15% / 15%

E&G Annual Funding A Limit
Increase / Decrease: 15% / 0%

E&G Annual Funding A Limit
Increase / Decrease: 15% / 10%

Rollout Assumptions'

=== Model influence increases over time allowing units time to adjust to new allocation rules...

Regular model review cycle to incorporate input from campus stakeholders and FAU’s Strategic Plan

'Test budget model assumptions updated as of August 2024

Copyright (c) Deloitte Development LLC, all rights reserved.



FaU
Next Steps

| Deloitte.

1 Confirm budget model alignment with BOT vision

Refine and finalize redesigned budget model

Configure model within budget systems (Workday Adaptive Planning)

Socialize budget model with stakeholders and wider campus community

o A W N

Prepare for budget model go-live in FY2026

Copyright (c) Deloitte Development LLC, all rights reserved.
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