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Financial and Competitive Challenges

Auburn has used an incremental budget model that focuses primarily on

expenses and limits its flexibility to adjust to current external trends.

Why the status quo is problematic:

Inequities among schools/colleges.

Few resources available for strategic
initiatives.

Limited funds for salary equity and
market competitiveness.

External factors causing further challenge:

Reduced state support: down 35% since
2005

Increased risk from tuition dependency
(tuition and fees ~52% in FY2012)

Increased competition for a limited
number of out-of-state students

Changing and unfavorable
demographics



Revenues

In the new model being considered, revenues represent all funds (restricted
and unrestricted) and are classified into two categories.

Direct Revenues Allocated Revenues

e Differential tuition and course e Gross Tuition -
fees e Undergraduate
e Graduate distance learning e Graduate
fees e Professional
e Contracts & grants e Other fees*
e Gifts and private support .

Division 1 appropriations

* Investment income e Indirect cost recovery**

e Sales and services

* Other fees primarily represents a proration fee
** Indirect cost recovery is allocated as generated and does not follow current revenue sharing agreement



Direct Expenses

In the new model, direct expenditures come directly from FY2012 actuals
and represent all funds (restricted and unrestricted).

 Examples of Direct Expenditures:
— Salaries, wages, and employee benefits
— Travel
— Equipment, improvements, plant fund
— Repairs and maintenance



Initiative Background

To date, Auburn has taken steps that would be needed for a thoughtful and
deliberate transition to an incentive-based budget model.

Due diligence and visioning (~ 6 weeks)

— Developed guiding principles, evaluated current approach, assessed potential
alternatives

Financial modeling (~ 10 weeks)

— Built working depiction of financial data from FY12, tested impact and alignment of
various assumptions, incentives and allocations; shared model with deans and others

Stakeholder engagement (~ 18 weeks)

— Refined preliminary model and sought to extend understanding of embodied
principles; sought feedback from deans, college business officers, department chairs,
and the University community

Infrastructure development (~12 weeks)

— Engaged central units, built budget office capacity, modeled two additional periods,
built dedicated initiative webpage and email address



New Model Methodology Review
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Revenue Sources @ SFWS

Tuition Increases

Increase in Student Numbers

Charges for space currently used by SFNMC
Overhead waivers on SFNMC eliminated
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SFNM Cooperative Budget Breakdown - FY 14

Total Membership Dues? $148,800 $9,300
Member in-Kind Contribution? $125,490 -
External Grants3 $185,000 -
University Direct — Salaries & Benefits* $175,162 -
University Direct — Research Facilities® @) -
University Waived Overhead® @ -
Other sources of Funding’ $10,000 -

Total $895,102 $9,300

116 full members at $9,300 annual dues.

2 Nursery Bed Space, Seedlings, Labor, Cultural Treatments, Fumigation, etc. in 11 member nurseries testing soil fumigants, herbicides and
seedling quality in FY 14,

3 Includes annual grant funds for FY 14 from National Science Foundation ($60,000), USDA Forest Service — Pitch Canker ($80,000), USDA
Forest Service — Longleaf Understory ($45,000) .

4 Includes salaries paid by Auburn University for Outreach Coordinator (50%), Research Fellow (30%) and Director (80%). And 0.31%
benefits.

5 Includes research space assigned to Southern Forest Nursery Management Cooperative charged at $6.25 per sq ft. This is paid by School
Forestry and Wildlife Sciences at Auburn University. Labs 2000 sq ft, Greenhouse 1600 sq ft, Stress Facility 1500 sq ft, Trophatron 4500 sq ft,
Headhouse 2800 sq ft.

6 Includes 50% of Total Membership Dues, External Grants and License Agreement (Other Sources of Funding) that is waived by Auburn
University.

" Includes Seedling Production License Agreement to USFS — Washington, DC Office. 12



Budget Model

Proposed — still more input from stakeholders.

1 more year of parallel budget systems.
Modification(s)?
FY 16 in place?
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