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Strategic Overview

1. Executive Summary

The objective of the UB Annual Operating Budget Report s to provide the University at
Buffalo (UB) community witha comprehensive summary of the financial plans for the
university for 2020/2021.

During our Annual Resource Planning Process (ARPP), we make collaborative and
thoughtful decisions about the degree to which a program helps us achieve our strategic
goals. How doesit serve our students’ changing needs? How does it supportour
neighboring communities? Howdoes it supportour faculty’s groundbreaking research? And
how far can it get us toward our next goal: being recognized among the top-25 public
researchuniversitiesinthe U.S.

Eachfunding request herein has been critically reviewed and, combined with our ongoing
programsto find efficienciesand other cost-savings, will allow UB to continue to make
valuable contributionslocally, nationally and globally.

Asthe ARPP wasunderway for 2020/21the COVID-19 pandemic impacted UB asit did
higher educationinstitutions around the nation. T hisled to a shiftin prioritiesto find the
bestwaysto maneuver through the financial uncertainties anticipated for the upcoming
year.

Summarily, UB faces the same the reality as most U.S. higher education institutions. State
supportwas already declining/flat before COVID-19 presented an unprecedented financial
problemfor the state. UB’s financial growth increasingly is dependent upon tuitionrate
increases and revenues we can generate on campus.
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2. UB Vision and Strategic Goals

Building on the existing strong foundation of academic excellence, knowledge and
understanding, UB’s vision s to advance into the nation's top 25 public research universities,
thereby expanding the scope of our reach and strengthening our world-wide impact. We will
achieve thisby reaching the following strategic goals:

» Achievegreater societal impact locally and globally by enhancing faculty productivity,
research fundingand recognition; encouraging innovation and interdisciplinary
collaboration; and enhancing research environments and faculty support structures.

* Provideour studentswith transformative, innovative, and research-grounded
educational experiences while elevating students’ academic profile, improving retention
and graduation rates, enhancing academic and career supportstructures, enhancing
educational environments, and expanding UB’s leadership in international education.

* Promoteauniversity-wide culture of equity and inclusion by integrating inclusive
excellence into all aspects of our university, further enhancing faculty and student
diversity, and implementing best practices inrecruitment and retention.

» Deepen ourengagementin the regional community by continuing to build partnerships
in the local community, improving regional health care outcomes, and making Buffalo a
destinationfor health sciencesresearch, educationand care.

PHD Excellence Initiative

Theexcellence of UB’sPhD programsis critical to UB advancingamong the nation’s very best
public research universities. Infall 2019, UB launched the PhD Excellence Initiative, acampus-
wide, student-centric effort focused on enhancing the education of the next generation of
scholarsand researchersand examining issues related to PhD programs at UB including
recruiting the very best PhD students, providing exceptional educational and research training,
enhancing the diversity of PhD programs, and improving PhD programoutcomes.

Top 25: More Than a Number

“Itis aboutexcellinginour mission-driven priorities. Meaning: our academic departmentsare
among the very bestinthe nation....we are innovating in our undergraduate, graduate and
professional education...our creative work inspires othersand our discoveriesimprove lives...we
are attracting the best, mostambitious students...our faculty, studentsand alumni are engaged
with their communities...and we are known—nationally and globally—for excellence across all of
our enterprises.” -President Satish K. T ripathi, State of the University Address, October 4,2019
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3. Highlights

Projected University Operating Budget 2020-2021 (All Funds:
$711 million)

e Thelargest portionof the university’s operating budget, projected at $320 millionor
45% of the overall budget, isfromtuitionrevenue. T hisrepresentsabouta10% decrease
from2019/20. T he decrease is primarily the result of international students being
unable to enter the country because of COVID-19.

e Thesecond largestamount, projected at $113 millionor 16% of the overall budget, comes
fromdirect state tax support. As the state continues to manage the financial impact of
COVID-19, the planning assumptionin this projectionisa 25% reduction of our annual
allocation of approximately $150M.

e Feerevenue, comprises $110millionor 16% of the overall budget. Fee revenue includes
the Comprehensive Fee, Academic Excellence Fee, Course Feesand other service fees.

e Auxiliary revenues, projected at $35 million or 5% of the overall budget, primarily comes
fromstudent housing, also includes athletics, parkingand other rentrevenues. T he
projectionisa 29% decrease fromthe prior year anda 41% decrease from 2018/19. This
money is collected and spent almost entirely withinthese units and cannot be used for
other purposes.

Hospital and Clinic

2% Other

Investment Income _ Auxillary 6%

3% 5%
| =

Private Sources & Gifts
3%

Grants & Contracts
2%

Salary Recovery_/

2%

Tuition Revenue
45%

Fee Revenue/

16%

State Tax Support
16%
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Budget Context

Factors and trends influencing UB'’s financial situation.

1. State Impact

The COVID-19situationiscreatingan unprecedented financial problemfor New Y ork State.
While no official budget cuts have beenannounced fromthe state, the FY 2021 First
Quarterly Update to the NY S FY 2021 Enacted Budget Financial Plan notes significant
declinesin state tax receiptsaswell as additional costs associated with economic impacts of
COVID-19. Itnotesthree strategies beingemployed by NYS to mitigate these impacts while
it seeksfederal assistance: freezinghiring; freezingcontractsand pay raises; and
temporarily holding back 20% of payments. Inaddition, NY S imposed 25% expenditure
reductionsonall state funds, which includes not only direct state tax support butalso tuition
and feesand most other university-generated revenues. Impacts onthe university include:

e A projected25%reductionto FY 2020-21direct state tax supportrevenue;

e Potential reductionsof FY 2020/21 state revenue to support the Excelsior scholarship
program;

e 3$19millionin FY2019/20 direct state tax support notyet received fromthe state;

e $5millionin FY2019/20 state revenues for the Excelsior scholarship program not yet
received fromthe state;

¢ Revenuesstill owed fromother state agencies/programs.

Priorto COVID, since 2008, state supportwas already decreasing or remaining flat. T his has
led UBto become more reliantontuition and fee revenue. Enrolimentat UB continuesto
increase, and UB is steadfastly committed to keeping our academic excellence accessible to
students. However, asenrollmentsincrease, the costs to support those additional students
also increases.

Funding for these additional costs cancome fromeither the state, or increased tuitionor
feesfor campusservices. NewY ork State direct state tax support funds for higher education
have remained flatand now are expected to decrease, and UB bearsa rapidly increasing
share of the coststo supporta growing studentbody.

Thisis further complicated by the expenditure reduction efforts putin place by the state as
the New Y ork State Department of Budget tries to manage the state cash balances. While UB
anticipatesdecreased revenue for 2020/21, and we recognize the importance of continuing
to be a diligent financial steward during this challenging time, the university isin strong
financial health and can manage the current challenges for the shortterm. At the same time,
it is important that the university continuesto focus onits mission and long-termgoals as it
is making decisionsin the face of the current budget challenges.

The belowchart highlights UB’senrollment growth.
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The chartbelowillustrates that UB continues to be more reliant on tuitionrevenue as the
primary source of funding. Please note that for 2019/20there isan openreceivable of $19
million from state supportillustrated below.

UB Tuition vs. State Tax Support 2008-19
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In additionto direct state tax support, New Y ork state also covers debt service and fringe benefit
costfor UB.
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Issues and Actions

1. Issuesand Challenges Affecting UB Budgets

COVID-19

COVID-19 beganimpacting New Y ork State —and Western New Y ork —in March 2020, and
the university quickly changed to remote instructional delivery and remote work in
accordance with NY Sdirectivesand also drastically reduced occupancies in student housing.
Thisresulted in a number of unanticipated revenue lossesin FY 2019/20 inaddition to those
in state funds noted in the previoussection. Inspring 2020 the university issued $27Min
refunds to students as noted belowwhile the vast majority of the costsassociated with these
serviceshad already beencommitted orincurred. Thisis in additionto anticipated reduced
revenue in2020/21.

Thetable shows refunds by impacted units in 2019/20.
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Fee Type Refund Amount

Dorms $8.7M
Apartments $5.1M
Dining $6.8M
Athletics $1.0M
Recreation $0.3M
Campus Life $1.2M
Transportation $3.0M
Student Activity $1.2M (est.)
Course Fees $0.2M
Total $27.5M

Fees remain an important component of the university’s fundingmodel and UB will work
with SUNY to ensure that fees remain both reasonable and at levels that supportour
mission.

In addition, UB’s response to COVID-19 has to date cost the university $3.2M fortechnology
to provide remote instruction, cleaning supplies and PPE including masks and face shields.

The university also received $24 millioninfederal aid from the CARES Act. One-half of
these funds were desigateded by law as aid for studentsimpacted by COVID, and the
university dispersed the majority of thisaid in spring 2020. T he other half, or about $12
million, will be used by the university to help offset some of the financial impact caused by
the COVID-19 pandemic.

The Dormitory Authority of the State of New Y ork (DASNY) was also able to refinance some
of its student housing debt and push paymentsout to future years - which delayed some of
UB’s debt pay ments but with higher overall costs.

Asa resultof anticipated reduced tuition revenue and state tax support, the university
implemented 10% reduction to state operating budgetsfor every decanal and divisional unit
for FY2020/21.

Evenbefore COVID-19 impacted UB’s tuition revenue and state tax support, like many other
public higher-education institutions, UB was already faced with a growing number of
challenges. Among themare new unfunded mandates and limited availability of resources,
as well as adapting to the evolving role public universities are asked to play in the
community and in the lives of its students and faculty who make our work possible.

UB’s Annual Resource Planning Process (ARPP) has plotted a course to address these

challenges. Without the ameliorationsoutlined in UB’s plan, the university would be
encumbered with rising costs, shrinking resources and outsized expectations, which can stall
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or evennegate our hard-earned progress. Belowisan overview of the most pressing
challenges affecting UB’s budget.

Contractual

Personnel ($80M+ impact)

Negotiated salary increases are currently deferred until September 30, 2020 when their
implementationwill be reviewed. Regardless of when the increases go into effect, the
expectationisthey will be retroactive to July 1, 2020. Unfunded negotiated salary
increases continue to be the university’s most pressing long-term financial concern. The
funding of one-time retroactive costs associated with the new contract helped offset
some of the immediate impactin 2018/19; however, we estimate that the new contract
will cost UB $50 million recurringwhenfully executed. Thisisin additionto the $30.6
million already incurred under the last contract, bringing the university’stotal cost to at
least $81 millionrecurring, with no associated increase inrecurringsources. Asthe
university continues to addressthisrecurring obligation and we find efficiencies to offset
these costs, we anticipate our reserveswould be completely depleted if another contract’s
negotiated salary increase went unfunded. A long-term strategy will need to be reached
to address this issue.

The growthin revenue associated with increases inundergraduate resident tuition rates
and the Academic Excellence & Success (ACES) fee isat a much slower pacevs. recurring
costassociated with contractual raises. InFall 2020, in an effort to keep the cost of
higher education affordable, no increases were implemented to ACES or T uitionrates
while the estimated cost of salary increases total $10.6 millionfor the fiscal year.

Campus services

T he new campus bus contract that was negotiated in 2012 and ends in 2022 still has an
impacton UB’s finances. The costofthe contract hasrisenand is expected to continue
torise for the foreseeable future.

Tuition Revenue and Enrollment

Tuition Revenue

The partial extensionof NY SUNY 2020 has meant that tuitionrevenues have increased
only modestly over the last several year. For fall 2020 no rate increaseswere
implemented. UB’s tuitionand fee rates remain very lowcompared with peer public
researchinstitutions. Thismeansa greatvalue for UB studentsand families; however, it
makes it increasingly difficult to fulfill the university’s mission— particularly as state
supportdeclines.

Enrollment

Through Integrated Resource Planning and the newly implemented data analytics
function, UB has made a concerted effort to use datato mitigate recenttrendsin
declining international and graduate enrolimentand the consequent decrease in tuition
revenue. While the 2019/20 decline stabilized inseveral areas, the COVID-19 impacton
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international enrollment presentsamajor decline in tuition revenue generated per credit
hour at the university for 2020/21.

Simultaneously, while undergraduate enrollment continues to grow, primarily from
residentand Excelsior eligible students, thisgrowth s in the group with the lowest
tuitionrates. Ittakesthree residentundergraduate studentsto replace the lost tuition
revenue fromone student fromall other tuition groups. UB’s programs continue to have
strong student demand; and UB seeksto balance the overall size, diversity and make-up
of its student population with associated impacts on student experience, revenuesand
costs.

The belowgraphillustrates how tuition revenue per student continues to decline when
the tuitionrate is normalized at 2019/20ratesfor all years. Normalizing the tuitionrate
removes the impact of tuition rate increases and focuses onthe enrollment mix.
Enrollment growth has primarily beenin resident undergraduate students, who pay the
lowest tuition rate.

Fall Tuition Revenue per Student
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5,800

$ 45,763 45,749
$5,703
$5,700
$5,635
$5,600 $5,584
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Asundergraduate enrollment grows, this puts pressure on UB’salready overtaxed
infrastructure and increases costs for academicsupportservices such as student
academic advising, university librariesand student services. The chartsbelowillustrate
the impacts of these dynamics.
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Fall Tuition Growth 2013-19 ($ in M)
How did we get to $164.4M fall 2019 tuition revenue?
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Fall Tuition Growth 2018-19 ($ in M)
How did we get to $164.4M fall 2019 tuition revenue?
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Ph.D. StudentStipendsand Program Enhancements

Aspart of the PhD Excellence Initiative, UB has established a floor for stipends paid to
full-time funded PhD studentson 10-month TA/RA/GA appointments. Inaddition,
academic deanswere asked to reviewtheir programs and create plans that ensure PhD
student obligationsare balanced between scholarship and teaching, provide funding for
all full-time funded PhD students for the duration of their PhD programs, and resultin
attracting exceptional studentsto our programs. T hese plans were submitted for
institutional support.

Capital

Academic Space Needs

We were pleased with the slight increase in the capital allotment in this past year’s
budget; however, that funding remains significantly below capital funding levels before
the recession.

UB'’s needsin the areaof deferred maintenance have grownexponentially and have risen
to $526 million.

Due to budgetcutsin 2013 and undergraduate enrollment growth, UB’s physical space
and infrastructure have become inadequate to support our growing student needs.
Continued enrollment growth will be highly dependent upon our ability to expand our
physical capacity to accommodate additional students. Our physical space and
infrastructure limitations are resulting in lost tuition revenue which could otherwise help
coverourrising operating costs.

UB conducted ananalysis of our academic space utilizationand, accordingto a recent
space utilization study, we exceed national benchmarks for classroom utilization.

Holistic Capital Planning
Expectations surrounding UB’s ability to address capital issuesin a comprehensive

manner also remain an areaof concern.

Though the university is pursuing efficiency measures to defray these costs, thereisa
pointat which cutswill begin to negatively impact academic quality, faculty recruitment
and retention, and the student experience.

While the university continues to supportefforts to diversify and grow our student body
while also providing asafe and inclusive campus, these effortscome atacost.

We consider these coststo be a sound investment inour future and the future of our
students; however, resources allocated to these initiatives require shifting resources
away fromother areas of investment.
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Research Costs

Aswe continue to growour research enterprise and supportscholarly excellence, like most
universities, UB s bearing a greater share of the cost. We consider thisan investment to
fulfill the university’smissionand an investment into our future. Seed Funding fromour
Blue Sky programimplemented in2018and other investmentsinto faculty startup will yield
more external funding as we move into an even more competitive future for external sources
of research funding post COVID-19.

Cost of Research Continues to Grow

Institutional R&D Investment External Dollars per UB
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2. Actions to Address Fiscal Challenges

UB and universitiesacross the nationare experiencing an unprecedented disruption to
campus operationsand budgetsas a resultof COVID-19. Thisisontop of an already
challenging financial environment resulting from tightening budgets and growing requests
for state aid. To meetthese challenges, UB realizes that it must make internal changesin
order to responsibly manage its financial resources. We have already initiated a series of
changesto help us remainfiscally sound, while retaining enough resourcesto investin
critical near-termneeds. As helpful as these decisions have been, they cannot close the gap,
and an infusion of new resourcesisrequired to maintain UB’s competitive edge and meet
our strategic goals.

T he stepswe have taken include the following:
Planning

e InApril,UBimplementeda hiring pause to help reduce expenditures for the upcoming
year. Hiring of instructional personnel to fill planned instructional needs is allowed. In
addition, Decanal, Vice Presidential, and Vice Provostal units may appeal a specific hire
or salary adjustment to the President or Provost based ondiversity, exceptional talent or
critical need.
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To meet the expenditure reduction mandate by New Y ork State, UB required all unitsto
provide anexpenditure reduction plan for the state fiscal year. T he progress of the
expenditure reductions are monitored witha new reportin SIRI (UB’s Strategic
Information Reporting Initiative).

In response to COVID-19'sfinancial impact, UB created a Strategic Financial
Management Advisory Group - part of a framework of committees that were developed
to plan fora variety of scenarios for the 2020/21 academic year. T he Strategic Financial
Management Advisory Group iscomposed of faculty, staff, students and senior
administrators. The group, which advises UB senior leadership, was created to consider
enrollment scenarios, potential restrictions on state spending and university reservesto
explore and develop strategic financial plans that mitigate impacts on the university’s
mission.

We are currently conductingacomprehensive review of our budget modelin order to
further maximize our existing resources.

We have added workforce planning to our ARPP aswe continue to prepare for unfunded
negotiated salary increases. All units have been undertaking strategic planning efforts
and workforce staffing plans that emphasize the need to restructure our workforce to
align state operating sourceswith uses. We are also focused onbeing responsible and
intentional in our hiring and on rethinking staffing strategies as a result of operational
excellence initiatives and shared central resources.

We developed amulti-phased approach to achieve our Capital Master Plan aspirations.

We adopted Integrated Resource Planning. T hrough this planning process, we are
engaging units on an annual basis, implemented a new budget model, conducted
outreach onthe importance of prioritization and resource reallocation, and employed
multi-year financial planning in order to identify cost-savings. We use continuous
improvement principlesand practices to assess effectiveness and make necessary
changes.

We convened aSpace Utilization Study and made progress in aligning our budget models
with enrollmentand tuition information.

We created a dataanalytic functionthat provides both central and unitswith department
and programlevel information, which is used to forecast enrollment, tuitionand
resource planning.

We implemented multi-year utilities planning to achieve energy savings.

We supportthe continued implementation of the Enrolimentand Resource Planning
Calendar.

Technology & Business Process Solutions

UB has embraced anumber of technological and business process solutions to reduce costs
and better manage our resources, as part of our university -wide Operational Excellence
initiative.

Learn more about UB’s Operational Excellence initiative
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The implementation of the Shop Blue e-procurement system hasenabled UB to
streamline its purchasing process, enhance spending visibility and controland fully
utilize the contracts negotiated by the purchasing department.

The implementation of new learning management systems like EDGE, travel
solutions like Concur Travel and Expense system, and Time and Attendance
system are reducing costs, simplifying processes, creating a culture of continuous
improvementand maximizing human resources.

We are working on the implementationof UPlan, a new budgeting, planning and
forecasting system that will improve accuracy and efficiency, and supportscenario
planning.

We are streamlining our capital rehab project processto be more efficient.

State-controlled dependencies

While UB has takena number of critical steps to help defray the impact of rising costsand
shrinking net resources, the university alone cannot fully mitigate the negative impact of this
trend. T he university continuesto advocate for state supportand for tuitionand fee rates
that together keep UB’s resources on par with peer institutions.

In particular, SUNY collegesand universities are bracing for the major financial impact of
negotiated salary increases combined with the financial impact of the T uition Assistance
Programtuitioncredit.

Capital fundingwill remain a priority duringthisyear’sbudget. Capital funding advocacy
must include funds for critical maintenance and strategic priority projectsincluding major
building renovationsand new buildings. UB is experiencinganincrease in demand for
STEM programs. STEM programs require modern laboratories and facilities; and space for
both classroomand laboratoriesisstrained.

In addition, UB will be seeking SUNY supportfor amending the Excelsior Scholarship
Programso that incoming freshman tuition ratesare not frozenat the 2016-2017 level for
fouryears.

The graphindicatesuniversity funded student aid.
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Budget Planning

1. Annual Resource Planning Process

The Annual Resource Planning Process (ARPP) provides aframework for the university to
reviewour financial capacity, align our current resources to supportour priorities, and
assess potential areas for new investment.

GuidingPrinciples: Annual Resource Planning Process

UB utilizesthe ARPP to plan for its financial needs. Guided by five principles, our planning
processtakesaholistic approach to identifying university needs and allocating available
funds to supportbothindividual unit needs and the strategic priorities of the university a
whole.

1) Strategic - The plan aligns incentives with our mission and strategic
behaviors.

2) Predictable - The plan builds models that provide a reliable foundation for
planning.

3) Flexibility - The plan builds models that anticipate and are responsive to

changes in the economic environment as well as incorporating appropriate
risk management strategies.
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4) Integration - The plan considers the university as a whole and make
intentional connections between organizational needs and priorities.

5) Stewardship - The plan exercises prudence in managing university
resources, diversifies revenue streams to promote resilience, maintains
appropriate reserves and rewards efficiency and effectiveness.

Tightly woveninto our ARPP are UB’sfour strategic goals that will help us achieve our vision
of advancing into the nation's top 25 public research universities.
Collaborative Approach

During the ARPP, UB’s Provost and Office of the Vice President for Finance and
Administration (VPFA) collaborate with unitsto plan for future years. T he process
encompasses the review of many different factors including enrollment, tuition revenue,
staffing, research expenditures and proposals, endowments, unit spending plans,
capital/space, risksand contingencies, and investment proposals. T he budget planning
processlooksat funding priorities through these lenses:

o Comprehensive asset/liability management

¢ Integrated, single-institutional point of view

e Long-termin nature

e Analyzereturnsoninvestments

e Proactive

¢ Dynamic and scenario-based

e Transparency

Also, duringthe ARPP, the VPFA’sResource Planning team collaborates with UB’s
Student Life Educational Affairsunitsto set student fees for specific servicesand ensure
that the university isaccommodating their needs. T his outcomes of the ARPP are
submitted to SUNY for approval before implementation.

Planning Phases
The ARPP consists of three phases:
Phase 1 — Three-Y ear Plan information collection (September — mid-January)
e Key Outcome: Communicate guidance to VP/Deans and unit business officers based
on the university’s financial positionto assist units in providing their input and

needs through the T hree-Year Planworkbook.

Phase 2 — Analysis, Discussion & Decision-Making (mid-January — March)

o Key Outcome: VP/Deans present the unit’s positionto senior leadershipto gain a
shared understanding and needs so as to informthe Resource Planning decisions.

Phase 3 — Closure of Annual Resource Planning Process (April-August)

UB Annual Operating Budget Report 2020-2021 18



o Key Outcome: Communicate unitexpectations and outcomesto VP/Deansinorder
tofinalize Three-Year Plansand implement Resource Planning decisions.

VPFA loads new fiscal year budgetsin the financial systemfor July 1 implementation.

. Financial Capacity

UB’s strong financial health has beenand will continue to be a key asset to managing
throughwhat we anticipate to be several financially challengingyears. Aswe entered
FY 2020/21, several important factors influenced our beginning fund balances:

e Qur 5-year rolling financial planning process, which anticipates and takes into
account major economic opportunities and impacts;

e Our multi-year planning effort for addressing unfunded negotiated salary increases
means that decanal and divisional units have been saving funds for that purpose as
they also assess future staffing needs;

e State expenditure limitationsand the university’s hiring pause create fund balances;

e Our financial disciplines that hold contingency reserves to assist with the very types
of financial challenges we now face;

e Our current“pause” onstrategic investmentsaswe gain clarity on FY 2020/21
revenuesina fluid COVID-impacted environment also created central fund balances
as we entered the fiscal year.

Existing balanceswill be utilized to help fund costs as we manage the expected reductionin
revenue over the next fewyears. Central balances utilized to offset reduced revenue isan
opportunity lost to utilize those funds to pursue the university’stop 25 aspirations.

Unit balances grewas they planned for unfunded negotiated salary increases exceeding $50
million over the course of the current union contracts. Carryforward balances are one-time
funds and not sustainable long term to fund increasing recurring cost, primarily due to
unfunded salary increases. T hus, the university continuesinitswork to achieve long-term
balance over time.

The belowgraph $553 millionin university beginning balancesfor 2020/21 broken down by
central balances and those managed by the VP and decanal units.
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2020/21 - All Funds Beginning Balances

= Units » |FP Strategic Reserves Unallocated
= |IFP Strategic Reserves Earmarked = Unit Managed Central Balances
= University Emergency Reserves

« Units — Balances held within accounts managed within VP units, decanal units and
department.

» Internal Financial Plan (1FP) Strategic Reserves—Central fundsavailable to fund
investment proposals through the Annual Resource Planning Process (ARPP) that meet
the strategic priorities of the university.

« Internal Financial Plan (IFP) Strategic Reserves Earmarked — Central funds set aside for
specific purposes;e.g. Infrastructure, real estate, enroliment shortfalls and existing
commitments to units.

» University Emergency Reserves - $40M set aside to help manage unforeseen
circumstancesand only to be utilized if the President, Provostand Vice President for
Finance & Administrationall agree is necessary.

+ Unit Managed Central Balances— Funds delivered for central contracts, utilities, rehab
projects, and other initiatives.
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Investment Decisions

1. Investment Requests & Funding

Asof the publishing of this report no investment decisions have been made as we manage
expenditure reduction mandated by New Y ork State and expected revenue lost related to
COVID-19. Investment proposals are still under consideration that align with the
university’s missionand goals. As the financial picture becomesclearer over the nextseveral

months additional funding decisions may still be made.

For the 2020/21 ARPP, investment proposals totaling $124.7 million over three years were
submitted. T he belowgraph show the breakout by areaimpacted by proposals.

3 Year Investment Request Total

= Academic = Academic Support = University Wide Strategic Initiatives

Budget Model

Note: We are evaluating the impact of the Excelsior Scholarship program. Unitswill be
credited any impact due to Excelsior toward their Tuition Revenue targets.

1. Base Budget

A unit’s base budget comprises the following:
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e acompilationof historical agreements between former Provosts and Deans
e tuitionrevenue to supportbase enroliment

e sharesfromtuition increases

¢ investmentsto supportunitand university special initiatives

For July 1 budget implementation, the base budget is delivered to the unit in recurring state
operating funds at the beginning of the fiscal year.

. Enrollmentand Tuition Revenue

Headcount targets for the next fiscal year are discussed in the fall through meetings with
academic units led by the Vice Provost for Enrollment Management (EM), in collaboration
with the Associate Vice President for Resource Planning (RP) and the Associate Vice
President & Director of Institutional Research (IR).

Planned Enrollment Growth

Increased headcount can have awidespread effect on the university by increasing demand
for campus housing, dining, classroomspace, required classes, and more. Unitsare therefore
required to work closely with the Provost to implement plans for enrollment growth.

Ifa unit is proposing enroliment growth, the unit will work with Resource Planningto
developanenrollmentgrowth pro forma, whichis submitted as part of their annual plan.

Ifan academic unitreceivesadditional funding to supportenrollment growth, fundsare
delivered innon-recurring state operating dollars the followingyear on August 15.

T he results of the enrollment growth investment agreement will be evaluated for aminimum
of two years. Ifitis deemed successful, the university will consider increasing the unit’s base
budgetand tuition revenue target inthe third year based on the agreement.

Unplanned / Unanticipated Enrollment Growth

Ifa unit exceedstheir tuition revenue targetina givenyear, and the growth was not
anticipated (i.e., the growth was above the target), the university will determine whether
or not the unit will receive non-recurring funds the following year as a result of the
growth. T he decisionwill be based onthe following factors:

e Circumstancessurroundingthe growth (including growth in one unit driving growth
in a second unitand fluctuationsinadmissions yield)
e Overallenrollment growth mix / university tuitionrevenue

e Impactoncampus housing, dining, classroomspace, College of Artsand Sciences
classes, and UB Curriculum offerings

e Statusof the university multi-year financial plan/ Overall financial health of the
university
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Tuition Revenue Target (academic units only)

The university continues to advocate for tuition rate increases; however, in planning for
their budgets, units are directed to assume tuition rates will remain at the previousyear’s
levels.

In order to continue to receive the same base budget eachyear, each unit will need to
maintain its tuition revenue target.

The primary metric that determines the academic base budget is the tuition revenue
target, however, total headcount (newand continuing) and total credithoursare
important inputs that affect the tuition revenue outcome and therefore need to be
managed. For example, a decrease in out-of-state headcount may lead to adecrease in
tuitionrevenue.

Ifa unit doesnot meet its tuitionrevenue targetina givenyear, the unitwill return
money to the university the followingyear innon-recurring state operating funds. T he
amount returned to the university is determined by the extent the unit fell shortof its
tuitionrevenue target:

Tuition Revenue Shortfall Adjustment (TRSA)

Band* TRSA%
>2% 0%

2% to >5% 40%
5% to >10% 60%
10% 80%

*Bands: The purpose of the bands s to recognize that a unit may be unable to
anticipate enrollment fluctuations (inwhich case the risk is shared between the unit
and the university), as well as the opportunity fora unit to make short-term
adjustmentsto lessenthe impact of unanticipated enrollment shortfalls.

If the unit does not meet its tuition revenue target again the following year, and the lower
tuitionrevenue level isanticipated to continue, the unit’s base budget may be reduced by
100% of the tuitionrevenue shortfall. The unit’s tuition revenue target may also be
adjusted to the new lower level permanently.
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Bottom Line = Where can you take ACTION for change?

What will have the greatest impact on your revenue/student?

Undergraduate Graduate & Professional
Headcount Headecount

# Fallincoming FRESHMEN cohort size ® NEW students (fall, spring, summer)

® Fallincoming TRANSFER group (Fr/So/Ir/Sr mix) Direct result of Applications = Offer = Yield
® Spring incoming FRESHMEN cohort size ® Continuing rates by school/level (year by year)

® Spring incoming TRANSFER group (Fr/So/Ir/Sr)

R . . Revenue
® Distribution of incoming students by school b

® Residency = NYS vs. 00S

# Distribution of total population by level or year#
pop ¥ ¥ ® Population mix = by level, department, plan

® Wedge-IN/OUT impact on distribution by school

® Number of supported students
® Retention rates (1% to 2™, 2" to 3™ | etc.) PP

® Percent full § potential (F/T vs. P/T population)

Revenue ® Pay factor (impacts cost, impacts NET revenue)

® Residency — NYS vs. 00S ® Changing tuition rates
® Credit hour mix — by major vs. service

® Pay factor (impacts cost, impacts NET revenue)

# Changing tuition rates

RED indicates factors that academic units can influence (ACTION)

UED Ratreat {"Enroliment Analytics™) — Fall 2017 Prasanted by Brian 0'Connor (boc@buffalo. edu)

Tuition Increase Revenue Share (Academic Units only)

Inayearinwhich thereis a tuitionrate increase, the university will retain 50% of the
revenue generated as a result of the tuitionincrease. This revenue will be placedin a pool
to be used for investmentsinspecial initiatives, academic infrastructure, and academic
support needs.

The remaining 50% will be placedin a pool fromwhich academic units might receive
investments based on meeting established performance metrics or other criteria, for
academic initiatives, or by requesting these funds.

There will be no tuitionshares for academic support units, although these units continue
to have an opportunity to discuss budget needs as part of the ARPP.

Summer & Winter Session Enrollment

Summer and winter session enrollments cannot be counted in fall or springenrollment
totals; enrollmentin these sessions do not generate state tax funding. T he costs of
offeringsummer and winter sessioncourses are expected by SUNY to be funded from
tuitionrevenuesearned in those courses or fromother institutional revenues. T he
university mustalso fund the indirect costs fromtuitionrevenues or other institutional
sources. SUNY will assess a 24 % flat tax on gross summer and winter session revenue to
fund fringe benefit costsincurred by faculty appointments made to deliver these courses
and services.

The summer/winter baseline represents the revenue associated with the base credit hour
enrollment. Thisis calculated by projecting the value of the base credit hours (generally
equal to 2008 summer credit hours) at the expected tuitionrates for each enrollment
category ineachyear.
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Units receive 51% of the gross revenue generated beyond the unit’s revenue baseline.

Ifa unit doesnotachieve 2008 credit hour baseline levels at the undergraduate,
graduate and professional levels, respectively, that unit may lose funding up to the
amount equal to the lost institutional revenue for every credit hour belowthe baseline
level.

3. Fees

General University Service Fee (GUSF) —13%

GUSF of 13% remainsin effectand is charged on external revenue deposited into Income
Fund Reimbursable (IFR), University at Buffalo Foundation (UBF), Research Foundation
(RF), or Faculty Student Association (Campus Dining and Shops) accountsasoutlinedin the
Disclosure of All Funds Policy.

Learn more about General University Service Fee (GUSF)

University Fees

University Feesrepresentall non-service center feesoncampus. There are three distinct
categoriesbasedonlevel of approval required.

1) SUNY Board of Trustee Approved Fees - University-wide fees paid by
students as a condition of attendance. Examples include comprehensive fee,
admission deposits, etc.

2) SUNY Chancellor Approved Fees - Mandatory student fees with set
amounts assessed by all campuses due to a student'’s action or inaction,
campus-specific fees for special services or campus-specific user fees.
Examples include undergraduate application fees, music instrument rental,
library fees and fines, etc.

3) Campus Approved Fees - Customer fees for services. Examples include
non-credit bearing course fees, residence hall charges, etc.

Learn more about University Fees

Service Center Fees

Service centers provide services that support the internal operations of the university or can
provide servicesto external users. Service center fees recover the cost of operations of the
service center.

Learn more about Service Center Fees

Learn more about Financial Management of Service Centers Policy

Broad-Based Fees
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Broad-based feesare generally charged to all enrolled students to finance discrete activities
that benefit the student body, excluding those activities that are part of the core instructional
program. During the ARPP, units have the opportunity to share five-year fee requests as well
as informationonthe planned utilization of funds between mandates and strategic
investments. T he information provided will be considered during the preparation of the
university’sfinal requestto SUNY for Broad-Based Fee rate increases.

Learn more about Broad Based Fees

Higher Education Price Index (HEPI)

The current fee policies state that “Annual Broad-Based Fee increases should be no greater
than the Higher Education Price Index (HEPI) unless there isa compellingcase.” For
2020/2021, assume the maximumannual broad-based fee weighted average HEPI
percentage to be 2.00%.

Learn more about Higher Education Price Index (HEPI)

. Campus Dining and Campus Living Rates

Campus dining rates and campus housing rates are evaluated onan annual basis and may be
subjectto adjustments. Senior leadership workswith the Vice President for Student Life to
reviewthese ratesamongst a student’s total cost of attendance.

Learn more about campus meal plans and campus housing costs

. Faculty & Staff

Negotiated Salary Increases

The university continues to advocate for NewY ork State to fund state salary increases;
however, there are currently no plans for state funding. T herefore, unitsare advised to
assume salary increaseswill be unit-funded and factor that cost into their budgets. Units are
advisedto use Salary Increase Projections resources, provided to themas part of their
resource planning process.

Fringe Benefits Rates

Fringe benefitsare part of a regular employee's remuneration package that is not pay
(expressed as a percentage) which may or may not be charged directly toanaccount. T his
includes payroll taxes, health insurance, retirement and other benefits. For State Operating
accounts, these benefitsare paid directly through the Office of the State Controllerand are
not charged to campusaccounts.

Learn more about Fringe Rates
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Salary Recovery—20%

The Salary Recovery Fee isa flat fee, charged at a rate of 20% on Salary Recovery funds
deposited into Income Fund Reimbursable (IFR) Accounts. These funds help to preserve
research infrastructures, services, and faculty compensation. Salary recovery funds are
considered core state support reimbursing the state for faculty member time spent

conducting research.

Learn more about the Salary Recovery Fee

. Indirect Cost Recovery (ICR) — 12%

Eachyear, a percentage of indirect costs recovered from sponsored projectsis distributed to
university entities based uponthe affiliation and relative contributions of key personnel to
projectobjectives. Atthe discretion of the Provost, ICR distribution may occur to other (non-
academic) university entities. The current ICR distribution rate is 12%. Delivery of the 12%
ICR distributionfor the prior year occursin August.

Learn more about I ndirect (F&A) Cost Recovery and Distribution policy

. Royalty and Patent Income
Central university funding for Royalty and Patent Income is part of the University Internal

Financial Plan and committed based onthe recommendationand approval of the Provost,
VPFA and President as part of the ARPP.
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Unit Budget — All Sources

1. 2019/20 - VP/Decanal Sources

Sources by Decanal Unit

Social Work, 2.3%
School of Law, 3.7%  Architecture. 2.1%
Public Health, 4.0% .
Pharmacy. 3.2%
Nursing, 2.2%

Medicine, 24.4%

M nt, 6.6% . .
anageme Engineering, 15.0%

Sources

Academic

Sources % of Total
College of Arts and Sciences $106 24.2%
Graduate School of Education $16 3.6%
Jacobs School of Medicine and Biomedical Sciences $107 24.4%
School of Architecture and Planning $9 2.1%
School of Dental Medicine $38 8.6%
School of Engineering and Applied Sciences $66 15.0%
School of Law $16 3.7%
School of Management $29 6.6%
School of Nursing $10 2.2%
School of Pharmacy and Pharmaceutical Sciences $14 3.2%
School of Public Health and Health Professions $18 4.0%
School of Social Work $10 2.3%
Grand Total $437 100.0%
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Arts & Sciences, 24.2%

Dental, 8.6%

Education, 3.6%

In the 2019/20 academic year,
$437 millionintotal sources
was allocated to our academic

units.
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University Communications, 1.6%

University Advancement, 4.9%

Student Life, 20.6%

Research and
Economic
Development,...

Provost, 17.3%

Academic Support

Chief Information O fficer, 12.8%

Division of
Athletics, 11.0%

Finance and
Administration,
19.0%

Health Sciences, 2.9%

President, 2.3%

Sources % of Total In the 2019/20 academic year,
- - . $303 millionin total sources
Chief Information Officer $39 12.8% .
Division of Athletics $33 11.0% was aIIocat_ed to ouracademic
Finance and Administration $57 19.0% Suppo rtunits thatare A
Health Sciences $9 29% necessary to the academic and
President $7 23% research mission of the
Provost $52 17.3% university. Some of the revenue
Research and Economic Development $23 7.6% is generated directly by these
Student Life $62 20.6% units.
University Advancement $15 4.9%
University Communications $5 1.6% Central U niversity |ncludes
Sl DO ol Loolont funding for centrally managed
Central University areas inclu_ding but not limited
o ————— to the Merit Scholarship,
University Utilitiesand
Central University $91  100.0% centrally managed
Grand Total $91  100.0% Instructional Facilities budgets.

Academic support unitsinclude the following areas:
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Included within the Chief Information Officer is Enterprise Application Services, IT
Customer Services, Network & Communication Servicesand other I'T support. T he Division
of Athleticsiscomprised of the 16 Division | Sports, various administrative and student
athlete supportareasand Recreationand Intramurals. Finance and Administration
includes the Office of Finance & Administration, University Facilities, Business Services,
Human Resources, Resource Planning, University Police, Parking & T ransportation,
Sustainability and Real Estate & Property Management. Health Sciencescontainsthe
office of the VP for Health Sciences and the Office of Interprofessional Education. Included
in the President is the Office of the President, Internal Audit, Office of Equity, Diversity &
Inclusion, Government & Community Relations and University Events. The Provost is
comprised of the Office of the Provost, Office of Academic Planning, Enrollment
Management, Faculty Affairs, Inclusive Excellence, Institutional Analysis, International
Education, Educational Affairs, the Educational Opportunity Center, University Libraries
and University Shared Governance. Research & Economic Developmentincludes
Sponsored Research Administration, Communities of Excellence, Office of Research
Advancement, Economic Development, Animal Facilities, Research Compliance and several
centersand institutes. Included in Student Lifeis Student Health & Wellness, Counseling
Services, Deanof Students, and Campus Living. University Advancementincludes
advancementteams for all of the academic units and Alumni Engagement and Annual
Givingand the Boldly Buffalo Campaign. University Communicationsiscomprised of
the Office of University Communications, Trademarks and university branding initiatives.

2. Funding Sources

The tables below note the common funding sources comprising campus unit budgetsand the
utilization of those funds. Each unit is requiredto align their coststo the appropriate
sources.

State
Funds:

Funding

Ty pe
v State Tax

Tuition
Revenue

Income
Fund
Reimbursable
(IFR)

State
University
Tuition
Reimbursable
(SUTRA)

Dorm
Income
Fund
Reimbursable
(DIFR)

Research
Foundation
(RF)

uUB
Foundation
(UBF)

Source of Appropriated | Student | Student fee Students Residence Federal, state, | Donor support
Funds by NYSGovt. | tuition revenue participating Hallsrent private grants
payments in Study revenue On-campus
Allocatedto External funds | Abroad, IndirectCost | apartmentrent
campusby received for Contract recovery
SUNY self-supporting | Courses, etc. earnings Clinic and
programs other self-
supporting
program
revenues
Primary Students: our | Students: | Students:our | Students:our | Students:our | Students:our | Students:our
Stakehdder | main our main | maincustomer [ maincustomer [ main customer [ main main customer
customer customer customer
Donors
NYS Grant
taxpayers sponsors Community
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State Funds:

State Dorm
Funding Type Income University Income
Uses Fund Tuition Fund uB
State  Tuition Reimbursable Reimbursable Reimbursable Research Foundation
Tax Revenue (IFR) (SUTRA) (DIFR) Foundation (RF) (UBF)
Instructional X X X
Salary Expenses
Non-Instructional X X X X X X X

Salary Expenses/
Salary associated
with fee revenue

Temporary Service X X X X X X X
Expense
Fringe Benefit NA NA 62.39% on 27.4% 62.39% on Applicable fringe | Actualfringe
Expense salary assessed on salary expenses | rate applied to cost assessed
expenses revenue salary expense toaccount
based on
appointmenttype
Non-Salary X X X X X X X
Expense

i.e., Contractual
Services, Supplies,
Travel,
Professional Fee,
Equipment

State Operating

State Operating accountsare funded from state tax dollars and campus revenuesfrom
tuitionand certain other sources. Unitsreceive astate operatingallocationas part of their
base budget. Changes to unit state budget allocationsare commonly the result of budget
model implementationand strategic investments awarded through the annual resource
planning process.

Income Fund Reimbursable (IFR)

IFR accountsare self-supporting accounts that track cash collections and matching
expendituresassociated with educational and related activities provided to studentsand
other customers. An IFR account differsfroma State Operating accountinthat it is
supported by cash receipts. T he source of the revenue determines whether the General
University Service Fee will be assessed. T he primary sources of revenue for IFR accounts
include:

e Salary recovery (payment fromResearch Foundation grantsfor the salary and fringe
benefits of individuals on the state payrollwho work on sponsored programs)

o Fees, fines, depositsand rentals (course fees, parking, photocopying, rental of campus
facilities, library fines, etc.)

e Stategrants and awards
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e Continuing education programs.

State University Tuition Reimbursable (SUTRA)

State University Tuition Reimbursable Accounts funding is generated fromself-supporting
overseas programs, contract courses, summer and winter session tuition. Units receive
summer session base budgetand tuition revenue share viacommitments solidified through
the ARPP process. SUTRAaccountsoperate similar to Income Fund Reimbursable accounts.

Dormitory Income Fund Reimbursable (DIFR)

Dormitory Income Fund Reimbursable isa group of accounts that are self-supportingand
used to administer residence hall roomrental feesand charges. DIFR accounts operate
similar to IFR accounts.

Research Foundation (RF)

Research Foundationaccounts record research, instruction, trainingand economic
developmentactivities conducted under the direction of university faculty and staff and
funded by organizations both external and internal to the university. T here are two distinct
types of RF accounts: Sponsored accounts and Non-Sponsored accounts.

Sponsored accountsare funded by sponsors external to the university and are used for
programs of research, scholarly and creative activities, education and training, and public
service.

Non-sponsored accountsare funded by indirect costdollars. The university receives I ndirect
Cost funds as reimbursement for overhead costs associated with sponsored research.
Indirect Costs, also known as Facilitiesand Administrative (F&A) costsor overhead costs,
are real costsrelated to sponsored projects that are not easily attributable to individual
projects. Examplesinclude maintenance, security, heating, cooling, lighting, space, disposal
of hazardouswaste, secretarial support, the library, and cost of compliance with government
regulations.

UB recoversthe total direct costs and indirect (facilities and administrative (F&A)) costs for
each sponsored award unless specifically prohibited or limited by the funding agency.
Because indirect (F&A) costs cannot be readily assigned to a particular sponsored project or
activity, they must be recovered fromfunding agencies through the application of the
federally approvedindirect (F&A) cost rates. When allowed by the sponsor, all proposals for
external funding must include a budget request for indirect (F&A) costs using the
appropriate federal rate.

Royalty Income*: Royalty income is realized from the commercialization of UB intellectual
property. When UB intellectual property is licensed and generates royalty for UB, that
royalty isshared with those who made the innovation, inaccordance with the Royalty
DistributionPolicy. After payingthe inventors’ share of royalty income, the remaining
portionis shared across departmentsand schools of the inventors, aswell as with the
university. The department, school and university share of Research Foundationnon-
sponsored funds must be used to supportscientific research or education.

*Allroyalty income designated to a campus allocated account MUST be utilized forthe support of
scientific research or education per the Bayh-Dole Actwhich governsintellectual property arising
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from federalgovernment-funded research. Since the majority (ifnotall)of UB intellectual property
(IP) arisesfromfederal-funded research, all 1 P is managed by Bayh-Dole Act.

Learn more about the Bayh-Dole Act

Patent Income: Patent reimbursement funds support the UB Technology Transfer Office
(TT), throughthe Vice President of Researchand Economic Development (VPRED) inthe
Internal Financial Planand recouped by the university through patent reimbursements.

UB Foundation (UBF)

Funds managed by UBF supportand promote UB activitiesand programs. UBFaccounts
are funded primarily from gifts, endowed funds, grants and fee revenues.

Learn more about UB Foundation funding sources
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Financial Section

Eachyear, UB providesan Overview of Financial Activities, which isdesigned to provide UB’s
leadership with a comprehensive, high-level summary of financial information campus to assist

with decision making..

1) UB Financial Statements - Annually, the University at Buffalo issues financial
statements for the fiscal year ending June 30. T hese unaudited financial statements
are compiled based on State University of NewY ork (SUNY) campus level financial
reports representing the operations for state and research foundation activities..

2) Supplemental Financial Activity Reporting - Providesadditional financial
informationincludingan overview of core operating activitiesand other key financial
highlights. Financial Statements—T he appendix to the Overview of Financial
Activities contains the unaudited financial statements for the University at Buffalo

(UB) and its component units.

View the current version of UB's Financial Reporting
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