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Project Overview

UCR is migrating to a more performance and
incentive-based budget model in order to align
resource allocations with our strategic goals and
drive transformation

v Assessed and evaluated our current resource allocation process;
v~ Reviewed national leading practices for resource allocation in higher education;

v~ Created a pro-forma budget model

v Developed a plan to implement an Incentive-Based Resource Allocation and
Budget Model

UCR



Timeline: 18 months

Budget project to be completed by end of FY15-16

Phase 1V:

\ Phase I1:

Implementation Wave | On-Going Enablement

February 2015

ne 201 .
September 2014 Solicit feedback on ‘IJU e AO' 5 On-Going
Project Kickoff new budget design w/ Br;l;le?:iteCogttilxlt)I;-ilot Begin Training
stakeholders g Program

November 2014
Conducted Phase | Design
Working Team Sessions

(Revenue, Cost, Incentives)

March 2015
Conduct Undergraduate
Tuition & Fee Revenue
Allocation Workshops

July 2015

Design Key Performance
Indicators for new budget
model

FY16-17
Launch Go-live for
new budget model

P

v v

structure for new
budget model

and increase efficiency in
processing transactions

Implement, scale, and
deploy Activity-Based
Costing Tool

transformation roadmap
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Project Stakeholder Groups | Key Meetings

We engaged cross-functional groups of stakeholders

to take an inclusive and collaborative approach

Key Meetings Stakeholder Groups

Phase I: Design
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Current Process
Assessment Interviews

Current Process
Workshop

Working Team Sessions

Vision & Guiding
Principles Workshop

Deans

Department Chairs / Associate Deans

Faculty / Support Staff

Academic Senate - Committee on Planning & Budget

Deans

Department Chairs / Associate Deans

Faculty / Support Staff

Academic Senate - Committee on Planning & Budget

RABD Phase | Design Working Team

RABD Phase | Design Working Team

Vice Chancellors

CFAOs

Financial Planning & Analysis Team
Directors / Associate Directors

Vice Chancellors

CFAOs

Financial Planning & Analysis Team
Directors / Associate Directors

Feedback Meetings

Project Update Session

Service Level Agreement
Development

Deans
Department Chairs / Associate Deans
Academic Senate - Committee on Planning & Budget

Deans

Department Chairs / Associate Deans

Faculty / Support Staff

Academic Senate - Committee on Planning & Budget

Directors / Associate Directors
CFAOs

Vice Chancellors
CFAOs
Financial Planning & Analysis Team

Vice Chancellors

Directors / Associate Directors
CFAOs

Financial Planning & Analysis Team

Financial Planning & Analysis Team
Service Level Providers / Consumers
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Phase I: Designing the New Budget Process
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Phase 1 Timeline: 14 weeks

Interviews, research, working and review sessions
| N N N N I I 0 N I

Activities Week of 12/29| 15 | 112 | 1729 | 1/26

Phase I: Assessment & Visioning

Review Current State Processes and Data

Conduct Current State Interviews and Workshop(s) " : ::E
[l

Functiona
Interview

Current Procegg s
o

|
Align on Future State Budget Redesign Vision, . .

Guiding Principles, and Budget Design Alternative to be i — —
Developed in Phase II Vlf/utukrmlng Principfe8
or

Conduct Funds Flow and Cost Allocation Analysis

Distribute Current State Assessment Survey

Phase II: FS Design & Modeling

Define Master Data Table Mapping

Build Preliminary Pro Forma P&L Budget Model

Incorporate Preliminary Incentives and Cost Driver
Assumptions into Model

Conduct Future State Budget Design Working Sessions
and Refine Models Based on Feedback Sessigns

OEEEEEEEEEER

am

.
Select Comprehensive Budget Model for Implementation E
Phase Ill: Implementation Planning E
Identify Risks and Dependencies E
.

Build High Level Implementation Workplan E .I Final Design Review.

UCR Key
Leadership | [ Phase buration [ Activity Duration [ Blackout Dates * Milestone |
Retreat
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Budget Vision Statement and Guiding Principles

Engaged Steering Committee on Vision & Principles

Budget Design Vision Statement

Budget Design Guiding Principles

Deploy a resource allocation model that is easy to understand and accessible to the institution.

Align decision making with the institution’s strategic goals and provide incentives for optimizing both revenue growth and cost reduction.
Develop a culture of inclusiveness by incorporating input from stakeholders throughout the University in making key budget design decisions.
Promote the alignment of responsibility with accountability both locally and across the organization.

Use meaningful and fair key performance indicators (KPIs) to track actual progress against planned performance over a specified time.
Focus on developing a budget model that is realistic to implement as well one that facilitates benchmarking.

Incorporate incentives which support creative academic entrepreneurial activity.

Enable budget stakeholders to take calculated risks and be rewarded for qualifiable or quantifiable returns




Phase 1 Feedback

When asked to describe the current Budget process, an
audience of faculty & staff said that the process is...
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Current State Funds Flow Overview

To no surprise, the Current Funds Flow required a

“secret decoder ring” to understand

$223.0M $222.6M $93.4M * $143.7M $14.6M $51.6M $3.0m * $82.0Mm *
(26.8%) (17.2%) (1.7%) (6.2%) ) (9.8%)
General Funds | Tuition Student Fees Contracts & | Gifts Sales & Other Auxiliary
Revenue = Speci Speci S Frrm
SREHE (EIETTE : : Grants Service Revenue
Sources State Appropriations U Extension - Federal - Federal
(Gross) = State General Funds = e S
= UC General Funds = Varous Student Fees 5 _rwate o Ap;iropr\?tmn:
= State Agencies = Reserves
= Local Gov't.
$223.0M $222.6M ($38.0M)™ $27.6M $13.6M $11.1M $143.7M $3.4M  $1.4M  $9.0M $13.4M $24.8M $11.2M $2.3M  ($2.8M) $1.6M  ($17.5M) $81.8M
(100%) (100.0%) (410.6%) (29.5%) (14.5%) (11.9%) (100.0%) (24.0%) (10.0%) (65%) (26.0%)(18.0%)(21.6%) (4.4%) (-93.3%) (43.4%) (-21.3%) (100.0%)

—

F&A Cost
T Recovery
$17.6M

Initial UC Office of Administrative & Schools & Auxiliary
iy the President Support Units Colleges “ Enterprises
(Net) (DL $55.5M $177.3M $95.4M
) $0.3M $1.3M $5.0M )
veor rnng 22 27 : : T
sement F&A Cost Recovery Land Rent
1 Recharge R
Student Services F
Endowment Income ! A !
$8.6M $0.3M (s12.9my $03M | $3.7M  $47.9M $0.3M $16.4M $1.2M $17.3M 510 $0.TM  $7.711 $0.8M
A
_ UC Office of Central Administrative & Schools & Auxiliary
Pl the President University Support Units Colleges Enterprises
{ECOR) ($120.7M) $419.3M $321.4M $86.6M
Carry- Carry- Carry-
vard Forward Forward
Direct . . .
Expenses Direct Expenses Direct Expenses Direct Expenses

Expenses

*  Included $100.8M of “contra-expenses”for Scholarship Allowance to represent Gross Revenue
** £100.8M of “contra-revenues” for Scholarship Allowance were deducted fo reflect Net Revenue Revenue Sources
(579. 10 from Student Fees, 54.2M from Other Revenue, and $17.5 from Auxiliary) = =

ICR
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Phase 1 Feedback

When faculty & staff were asked to describe what
came to mind for a future budget process...
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Future State Funds Flow: Overview

Streamlined approach resulting in a clearer and more
transparent view into the institution’s resource uses

Revenue Sources
Revenue

Sources Tuition & Fees  Contracts & Grants Gifts Auxiliary State Appropriations  Other Revenue

Auxiliary / Self-
Supporting Enterprises

Revenue

o Academic Units
Recipient

Step-Down Allocation ALL UNITS Cost Pools
Methodology
= Infrastructure Qperatlons costs are Wi

allocated to all units UNITS

Cost Pools »  Administration costs are allocated to Administration
Academic, Auxiliary, and Support Units
- - ACADEMIC, .
= Support (Academic/ Student Affairs Academic & Student Rese
H AUXILIARY/SEL X
& Resegrch) costs are allocated to : F-SUPPORTING... Affairs Support A 0
3 Academic Units Only :

ACADEMIC UNITS
ONLY

Auxiliary / Self-

PEEERITE (LI Supporting Enterprises

EEEEEEEEEEEEEEEEEEENESR J  EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
Central Support

(Subvention &

Strategic Investment Funds)

UCR =

=) Revenue Flow = Cost Allocation Flow Central Support Flow




Linking Guiding Principles to Design

Transparent Ability for campus to understand flows of revenue and use of resources

.. Tuition will be distributed based on performance (student credit hours,
Incentivized majors, graduation rate)

e Strategic Create Strategic Investment Fund

] ] Reward entrepreneurial behavior by department/unit (e.g., expanding
Risk Tolerant masters degrees)

e Logical Costs decentralized to benefiting units (rent charge and utility charge)




Phase IlI: Finalize Design and New Processes

UCR
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Phase Il Timeline: 14 weeks

Workstreams, workshops, and feedback sessions
B et [ ety oo [l s Jowve | i 5 ---n-n--nn--

Workstream and Activities Week of 3/16 | 3/23 | 3/30 4113 | 420 | 427 5/11 | 5/18

0 | Mobilization .

= Identify UCR resources to fill Workstream Teams/Committees,

distribute charge letters, and schedule key meetings/workshops * D'St'- bute Charge Letters

l
! i * RABD Project Update

1| Validation

= Conduct Phase | Key Feedback Sessions for identified stakeholder
groups and Town Halls for larger UCR population.

2 | Financial Model Refinement

= Create change log and document all changes to budget

financial model throughout transition period Knowledge Transfer Sessions

= Conduct knowledge transfer sessions and formally hand-off Workstream
Resource Allocation Financial Model to identified UCR staff Kickoff

3 | Resource Allocation Org. Alignment Design

= Map UCR current processes to standard process taxonomy

and align on future state Planning and Budgeting activities Workstream Kickoff

= |dentify Org. Alignment Design, Roles, Responsibilities, and .

Competencies/Skillsets to enable future state budget model Org. Alignment De5|gn:Nork|ng Sessmn(s)

= Validate with process stakeholders and develop roadmap to _ I —
implementing identified Org. Alignment Design and Roles Process Owners Validation Workshop(s

4 | Cost Center Redesign & SLA Development

= Analyze current recharge operations and develop Rationalized
Listing of Recharge Activities based on agreed-upon approach

-
- Fz_acmtate Serwcs_e Level Agreeme_nt (SLA) Pilot Workshops to SLA Pilot Work!hop
align on appropriate level of detail and scope of SLAs

Workstream Kicko

| |
= Conduct ‘SLA Roadshow' and develop remaining in-scope : u .
SLAs with input from service providers and consumers . - SLA Roadshow - SLASign-Off
L}
= Develop and execute change management plan on : :
governance structure for ongoing revisions and SLA creation n :
aEEn

UCR



Phase Il Output

Feedback Sessions

10 reveree

Revenue Sources

™ ‘ Auniary | Stats Appropristions | Other Revenue

Future Resource
Allocation Model

Design Overview

Discussion

Defining of Roles and Capabilities
to Operationalize New Budget

UcRIVERSIDE

Service Level Agree!

Transparent
Contract Defining
Service Provided
and Cost of Service

Knowledge Transfer to Understand W
New World Budget Terminology and o
Process ..’

L4

¢
LA R R R R R RRRRERRRRRRRERRRRRRERRRRRRRRRRERRERRRRERRRERRNRNTN

Model ' Revenue .
. Directly Attributable Revenue <
! Allocable Net Tuition and Fee Revenue E
. State Support - Subvention
. Total Revenue u
------------------------------------------------- >
i 17
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Next Steps

UCR
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Next Steps: What Will Change When?

Start with hold-harmless period in FY15-16

H

Component

Transformation Milestone

Budget Accountability

Budget Redesign

Budget Process

FY14-15

Redesign Year

Central

Incremental Funding

FY15-16

Implementation Year

Central

Incremental Funding

FY16-17

Go-Live Year

Unit

Margin Management

Transformation Path Current State Hold Harmless Period Redesign Go-Live

Revenue

Expenditures

Allocation Method

Central Funds

N/A

Direct Expenditures Only

Chancellors Reserve

Parallel Path
FY14-15 & FY16-17 Methods

Parallel Path
FY14-15 & FY16-17 Methods

Parallel Path
FY14-15 & FY16-17 Methods

Incentive-Based Budget Call

Fully Burdened Budget Call

Subvention & SIF Budget Call

Budgeting & Planning

Reporting

'PeopleSoft]

2 2 2 ”’.-)
222 >
UCR FINANCIAL SYSTEM

PeopleSoft]
COGNOS |

—— e -

|COGNOS |
| COGNOS |

UCR

19



	Path to Transformation�Budget Redesign Process
	Contents
	Budget Process Redesign Project Overview
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Phase I: Designing the New Budget Process
	Slide Number 8
	Slide Number 9
	When asked to describe the current Budget process, an audience of faculty & staff said that the process is…
	To no surprise, the Current Funds Flow required a “secret decoder ring” to understand�
	When faculty & staff were asked to describe what came to mind for a future budget process…�
	Slide Number 13
	Slide Number 14
	Phase II: Finalize Design and New Processes 
	Slide Number 16
	Slide Number 17
	Next Steps
	Slide Number 19

