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Graduation

« 5,633 Graduating Students
— 98 NC Counties
— 42 States and Territories
— 84 Countries

* 6,067 Degrees Conferred
— 97 Associates Degrees
— 3,844 Bachelor’s Degrees
— 1,658 Master’s Degrees
— 183 Doctoral Degrees
— 95 Professional Degrees
— 190 Certificates




NC STATE UNIVERSITY

Incoming Freshman Class

4,803 Enrolled in Class of 2021
— 26,431 Applications
— Average SAT: 1310; ACT: 29
— Weighted GPA: 4.50; Average Class Rank: Top 14.05%
— Represents 98 NC Counties, 41 States, 43 Countries
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Legislative Update
e SL 2017-4: Reset of SL 2016-3 (HB2 Repeal)
« H527: Campus Free Speech
e S521: UNC/Equal Opportunity Officer
e S467: NC Retirement

e Budget Update
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Questions?
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Office of Finance and Administration
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What happened in the last year?
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What did OF&A look like on 12/31/157?

Finance & Administration

Centennial Environmental Finance & University
Campus Sontie Health & Resource R man Treasurer Business
Development Public Safety Management Operations
Centennial 1 Financial L] Environmental JL} Capital Project § | ] Employee | iap HR Shared
Campus FProperty Operations Health & Safety Management Budget Office Relations Cashier's Office Services
Centennial e Business Design & Talent & Strategic Debt & Financial
= Campus Hsoesgit:g;y =l Continuity & =1 Construction = %ogtrraar::ttss M Organizational N Real Estate = Operations
Real Estate Disaster Recovery Services Solutions Management Shared Services
University HR Information Foundations
=l |_niversity Police | = Facilities Budget § pController's Office NManagerent N Accounting
Student Center g & Investments
Lonnie Poole Insurance & Risk Facilities : Materials
Golf Course ™1 Management |l Operations = CostAnalysis | B Payroll Management
Trademark o e L] University ] Benefits & Leave
Licensing Risk Assessment Architect Administration
Security Training
=l Applications =l Facilities HR M & Organizational
& Technology Development
=l Transportation 4 EPA Personnel
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What did OF&A look like after the reorganizations?

Internal Audit Finance & Céam;:iﬂm
Administration Partrership

Collage’ Division
Business

Representatives
Ermrierpercy . =
(:E Facilities Capial Propac S prRE . .
= —1 Merserend & |- M Bugget Office 1 Gashier's Office
Operations Migsion Corlirwily Managemam Relaaons
- Talg & .
i Finangial Erairormianta || Facliias i . 1 Shrategic Dbt
Oparmions Heallh & Salaty Bervices Loost Analys!s Maragement
o Folndialions
Hospialny — . Facilies Financa HR Irifarmnation
Sarvices = Universily Police & Achmisisn Yy 4%%
1 NC Sime || Irsurence & Risk Fociites HR Banglis & Leave Mahorisls
Swdem Camers Management a A inisiraon Management
; Training Conlrolles's
Lorwrie Padla . - .
=] Risk Assessment Enargy Systems & Drganizaional Office
Galf Coursa Develcpment
. Conlracts
h ; -
Tradema | L] SRR Universiy EHRA & Granis
sensnd & Techrology Arciviect Ak iriirafion
— Transportation Onboarding
12
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What's different within OF&A?

OF&A groups have been rearranged:
= 9 groups reorganized into 7 groups
— Business Operations group disbanded
— Centennial Campus and Real Estate groups merged

= Treasury & Controller functions consolidated into a single Finance
group

= Budget group focused on allocation decisions & analysis

= Facilities restructured into four -- coherent -- operational groups

What else is different?

=  HR emphasizing “problem solving” versus compliance
= 5 new senior leaders

=  OF&A created a management team

= Leads Group morphed into the Operations Group

= My “perspective” has changed 13
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Prior Experience: University Accountability Model

Overarching assumption:

The University is a decentralized organization with many individuals having
significant authority over spending. To match accountability with such significant
authority, financial responsibility is coupled with decision-making authority by a
series of incentives and disincentives to ensure the best results.

Primary operating rules:

1. Resource distribution model:
m If a unit generates more revenue, they keep the majority of it
m If a unit generates less revenue, their budget is cut proportionately
m Units are responsible for all deficits
m Financial resources & costs are distributed according to known rules
m Valued activities that are not “profitable” can be subsidized
m The Provost is the referee regarding academic “fair play”

2. University controls tuition & fee pricing

3. University determines the size of its reserve balances 14
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Focus in an Incentive-Based Environment:
= Current fiscal year.

= Next 1to 3 Out-Years
= Qut-years 4 & 5

The future.... 6th year and beyond

Emphasize long-term forecasting and strategy in order to:

m Generate increased revenues
m Maximize effective use of resources and
m Make investments that will provide future resources

Rule #1:. Make hard decisions early...
better for the organization and its
finances. .



Focus In Incentive-Based
Environment:
Current fiscal year.

Next 1 to 3 Out-
Years
Out-years 4 & 5

The futu year and
bey

Focus at NCSU:
= Current fiscal year
= Qut-year 1
= Qut-year 2

The future....

NC STATE UNIVERSITY

Budget Routine Group

Focused On:
m Forecast of SAF carry-forward
(2.5% = $10M)
m Uses of SAF carry-forward:
- Colleges
- Other units
- Central
m Other available funds... primarily
Federal Grant Overhegad

On the Horizon:
FY18 & FY19

Enroliment Targets

m Enrollment Management

16
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Eocgs N Incte.ntlve-based Why the difference at
nvironmen j NCSU?
Current fiscal year.

= State funding model -- 12 cell

= Next 1 to 3 Out- matrix -- & policies.
Years = Lack of reserves to bridge
shortfalls.
= Qut-years4 &5
= The futu | year and Impact:
beyoReg, — = Constraints dictate short-term
strategies
Focus at NCSU: = Risk-averse options

= Current fiscal year : L§s§than optimal.decisions
= Qut-year 1 = Limited funds to “invest

= Qut-year 2

The future....

Focus is NOW!
_Rule #1 supremely important

17



NC STATE UNIVERSITY

Looking Forward. . .
Options to address different challenges:

Improve Access to Resources and Build Reserves
Invest in Our People

Manage Smarter

Maintain and Improve Assets

. Transition Centennial Campus

o oA W NP

. Transform Our Corporate Relationships

18



NC STATE UNIVERSITY

1. Improve access to resources and build
reserves.
1. Traditional Options. 2. Manage Better.
= Increase class size = Improve planning &
= Tuition & fee increases coordination
- Budget & Staff reductions = Investin our people
- Working capital = Employ data in decision-making
3. Other People’s Money: 4. Be Entrepreneurial.
=  Monetize assets = |Incentive-based resource allocation
=  P3 Development =  Corporate Partnerships
=  Advancement = Start “high margin” programs

19
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Traditional Financial Levers Available. . .

§ Mazic ANDEZSON WINW ANBEZTOONS COM

Type: Decision
Controlled by: ’LL

State Appropriation | State

Increase State/BOG/NCSU
Tuition/Fees

0

University Bonds NCSU

State Bond State -~

'\:.' |
Proceeds M""‘*
Increase Class Size | NCSU & Colleges "Autosum aside, these numbers just don't add up.”

Start new programs | NCSU

Research F&A Federal Government

Budget Cuts Universal .




NC STATE UNIVERSITY

Traditional Financial Levers Available . . .

Type: Decision
Controlled b

State Appropriation | State

Increase State/BO
Tuition/Fees

LITTLE GROWTH,
LESS CONTROL!

University Bonds NCSE

State Bond State
Proceeds

Increase Class Size | NCSU & Col

Start new programs | NCSU

Research F&A Federal Government

Budget Cuts Universal .
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2. Invest in our People

Attract & retain a diverse staff:
= Train hiring committees
=  Behavioral assessments Campus Wide

Compliance

NC State University: Job Skills Training Model

Competencies Professional

Skills &
Leadership

¥

/Job Skills

¥

- Improve on-boarding
- Performance assessments w
- Staff training:

. Mandatory University SOP Position Skills Professional &
- J O b d utl eS Federal, State & Training Training Leadership
NC State U. (needed by (needed within Training
: : Training some) dept./unit only) (needed for
- BaSIC Skl | IS (needed by all) professional
C I . Driven by Pesition growth)
- Driven by Legal , A Competencies,
O m p I an Ce PRRs &yo;"g"' Drzgp‘:ryast{:::?" Manager & Unit Driven by
. .. Mandates Knowledge/ Level Needs Individual,
- Supervisory training Expertice Manager & Careor
Goals
* Mandatory Mandatory © Mandatory * Opfional
-  Management development
NC State University- Human Resources- 2016-2017

Tools & Processes:
- Upgrade core legacy IT systems
= Improve business processes 22



NC STATE UNIVERSITY

3 M an a e f ; m art e r FY 2017 Statements 2nd Cuarter_2 (7)
n [Norih Carolina State University I |

of Net Pasition
December 31, 2015 and 2016

Better Decision-Making & S I

ASSETS
Current_Asset [ | 1
Cash and Cash Equivalents |- 503,452,130 81 | 53,501,725 47
- - Recolvabies | 18445288414 |  150,376,555.00 | 4,076,035 14
m m n I I n u Short-Term Imvestments | 236,437 076.56 | 211,350,440.46 | 14,077,636.10
] Total Current Assets 735 853 5I6 58 65 168,126 27 71,685,400 71
Foncurren t Aagot |
Captal Assets Depreciable Net 1| 1,800,95563553 | 1,882,367,010.17 | 18,668,625 36
Capital Assets Non-Depreciabie 1| 124,372,66683 | 94,949,858 27 | 78,492,757 61
™ Hotes Recelvable [ 11,893.214.34 | 12,547,445.05 | (664,230.71)
Otwr Long-Term I mvestments [ 210,672,532.00 | 168,111,046.26 | 4Z,561,475.74
Total Noncurrent ASEots 334760403770 | 3.157.866,359.70 ©0,028 668 00
. Total Assets | =o8a7aTseaes | vmEea 03348597 | 61,714,068 71
= Budget Routine
Current Liabiities [ |
Accounts Payable And Accrued Labiites [ 15,600,405.17 | 12,047,450.55 | 2,661,954 62
Short-Term Debt | 50, 000,000.00 20,000,000 00 | 0,000,000 00
. Uneamned Revenue 5,787.631.85 | 3,099,610.86 | 1.798,020.98
. The O pe rations Grou p T —
I 3,600 522.56 | 2,761,545 64 | 838,976 92
4.302,446.83 | 5,605,085 63 | {1.302.640.00)
541,007,649.18 | 559,387,048.65 | {12,289,394 48)|
75,436,487 00 | o0 | 75,436,487 00
674,437,104 65 67 755,600 17 56,083,474 47
Total Liabilitses I 855 834 14188 | B04, 700 74185 | $1,133, 400 03

Man ag erial Data & e Smmmr °°J:; e
Analysis: R R

- Graduate Admissions Report "
= Improve financial reporting

= Improve business processes
= Transparent workflow metrics
= Benchmarking

= Best practices

= Market Analysis

“Gentlemen, we have run out of money; now we have to think” (attributed to Churchill) 23
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4. Maintain and Improve Assets

NCSU has a beautiful campus . . .

24
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NC STATE UNIVERSITY

Campus Capacity Plan:
A Process that Aligns the Physical Campus with its Mission and

Programs
® % 2
= |
STRATEGIC PLAN CAPITAL PLAN FRAMEWORK PLAN
WHAT HOW WHERE

RESULTS

Shared vision that guides development
Sustained Implementation

28



NC STATE UNIVERSITY

Develop a Campus Capacity Plan

Key questions plan will
address:

= How can the campus be
more connected?

= How can the physical
campus build community
and improve student
success?

= What connections and
facilities support problem-
solving at a grand scale?

= What cultural or operational
changes will make physical
investment successful?

= How can the physical
campus support future
partnerships?

= What financial models are
needed moving forward?
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NC STATE UNIVERSITY

... but not all are in prime condition.




NC STATE UNIVERSITY

6-Year Capital Plan (2017-2018 Budget Request) DRA FT

Existing Facilities: 9.7 M SF -

1 Color shading indicates

Blue refated to Brought
Charnls
Orange related to backe

Deferred Maintenance: . e | o |8, | s | RS

Project Square {Incl. Total 3 depts) moving to Plant
Feet (ASF) Escalation) Gray retated to new Em

(ASF) Muclear Engineesing (&=
Erganomics Center. Em
All costs are rounded
Al ASF & G5F number

Academic Space Anal
Page Hall Renovation

Completely vacatec
the-art research lak

Mann Hall Renovation and ASF) to support the
Addition 48,000| 51,7000 & 55,400,000 55,400,000 sciences as part of

Sources of funds:

Renavates 91,800«
Science programs «
38,650 GSF). Inchuse

Athletic & auxiliary facilities el I e e

addressed (S7.5M

Priatity

T

@

Relocates the Cher

— Revenue-based debt P sy e

; 99,600) 162,700 $ 149,800,000| § 206,300,000| wings (vacated attl
[Eroughton Hall Site] 115,844 GSF lab a=

I Includes north cam
—  Gifts st

O CCE:F
Engineering Online:

= Academic and research Funds Spent for R&R on Research and ] B
buildings Academic Facilities ——

—  State bond funds
—  F&A funds

separate funding .}
Occupants: COE [+
Industrial Extersior
07,300,000 ITECS, 5,000 ASF .
axpansion of the Ct
($17.2M); parking d

50,100,000 Occupants: CVM

Cecupants: PCOM
Centennial Campus

127,200,000
programmatic need
G .f to backfill 35,000 A:
I ts 38,200,000 Cccupants: COT. Ir

efficiencies and rep

Ceeupants: TR in
JBE E00,000| campus research s
of new building

Ocecupants: COD. b
p58, 200,000 classrooms, parking
ir (13N

— Year-end Funds

11-12 1213 13-14 14-15 15-16 16-17

T | 200,000 CCCUPants: College

Includes life safety s

Annual expenditure: $100-120M e I T O R

Hillsborough Building .

18 Renovation 25,000 41,600| § 16.500,000| § 1,018,400.000 Ococupants: OIT. Fr
5 : Qecupants: COE &

19 |Burlington Labs Renovation 34,700 62500 § 24900000 S 1.043.300%) Nuclear reactor pros

gy |Facllies Seevices Bulidng 19,500 300000 § 11.000,000| § 1,054,300,000| Cccupants: Faciltie

({Centennial Campus) supperting facilities

1,054,300,000] TOTAL

-




NC STATE UNIVERSITY

Existing Facilities: 9.7 M SF

Deferred Maintenance: $500 M

s £ funds: Problem: In an era of limited
ources of Tunas. - o tuition and fee increases
= Athletic & auxiliary facilities | « deferred maintenance” now
— Revenue-based debt | competes for funding with:

. Acader?,:itsand research = Faculty growth & retention
buildings costs
— State bond funds = Faculty “start-up” costs
- F&Afunds - Core facilities
- Cifts infrastructure
—  Year-end Funds
Solution...

Annual expenditure: $100-120M

33



NC STATE UNIVERSITY

Existing Facilities: 9.7 M SF

Deferred Maintenance: $500 M

s £ funds: Problem: In an era of limited
ources of fTunas: - o tuition and fee increases
= Athletic & auxiliary facilities | «deferred maintenance” now
— Revenue-based debt | competes for funding with:

— Gifts
. Academic and research = Faculty growth & retention
buildings COsts
— State bond funds = Faculty “star
- Fé&Afunds - Core faci .
_ Gifts A miracle

Infrastro

—  Year-end Funds occurs!

Annual expenditure: $100-120M Solution...
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Existing Facilities: 9.7 M SF

Deferred Maintenance:; $500 M

Problem: In an era of limited

Sources of funds: tuition and fee increases
= Athletic & auxiliary facilities | “deferred maintenance” now
— Revenue-based debt | competes for funding with:

. Acaderi:];tsand research = Faculty growth & retention
buildings Ccosts
— State bond funds = Faculty “start-up” costs
- F&Afunds - Core facilities
- Cifts infrastructure
— Year-end Funds
Solution...

Annual expenditure: $100-120M _ _
s Improve capital planning

s Alternative funding sources
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9. Transition Centennial Campus

Centennial Campus:

An asset that can -- over the long run -- generate opportunities for the
University

However:

m Research campuses are evolving into Innovation Districts. How can we keep
up with the market as well as generate more funding for NCSU?

m Centennial requires an “investment” before it can generate opportunities for
the University. How do we finance the critical evolution?




NC STATE UNIVERSITY

Expectations of
Innovation Districts:

m  Synergy between
corporate & academic
research.

m  Opportunities for faculty
and students.

m Entrepreneurial culture
and ecosystem.

m Supported by “Live,
Work, Play” community
lifestyle that's 24/7.

m Expand university
relationships with
corporations




NC STATE UNIVERSITY

Centennial Campus Study:

= Move away from “build it and they will
come’ strategy

= Move to comprehensive, phased
development strategy with team of
development partners

3 RFP... summer 2017

= Corporate Retention & Attraction

Strategy
= Raleigh-scale Urban Mixed-Use e WS | Lecend
_._....--" 1 Yo ":" Public Realm
development. . . “!,"‘ d’q‘- B Retail /Amenity
= Programmatic & activation Y= % Retoil/Amenity (Future)
= w = Linking Path \
Strategy Lake Raleigh " \

= Emphasis is on research
partnership, not attractive real
estate pricing 38
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0. Leverage Corporate Relationships

Expand the number of corporate sponsorships and continue to
transition to more robust corporate partnerships...

Corporate Corporate
Sponsorship Partnership

= Corporation gains = University activities impact
customers and brand development of corporate
awareness strategies & products

= University receives = University receives
compensation and transformational level of
Incremental philanthropic support
support

Relationship: Relationship:

TRANSACTIONAL ALLIANCE

oI
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The Value of a Corporate Relationship to NCSU

S

NCSU-wide
Agreement

SCOPE

Single-Entity
Agreement

Sponsorship Partnership

DEPTH
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What Drives Corporate Engagement?

MULTI-COLLEGE
PARTNERSHIP

NCSU-wide
Agreement

LLl

% Sponsorships:

J e PNC

g e Coca Cola Partnerships:

e FEastman

= ® LexisNexis
2 o
G E
3
c o
o J

Sponsorship Partnership

DEPTH :
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Corporate decisions: The “Alum Factor!”

MULTI-COLLEGE
PARTNERSHIP

SCOPE
NCSU-wide
Agreement

Single-Entity
Agreement

Sponsorship Partnership

DEPTH



NC STATE UNIVERSITY

Conclusion:
We have access to a variety of resources and
strategies...
1. Use Traditional Options. 2. High Value Traditional Options:
= Increase UG class size - Improve management

=  Tuition & fee increases
=  Budget reductions

& planning
= Invest in staff

3. Use Other People’s Money: 4. Be Entrepreneurial.

= Monetize assets
=  P3 Development

Incentive-based model

Corporate

= Investin Partnerships
Ad_vancem ent! Start “high margin” programs

43



NC STATE UNIVERSITY

Our Way Forward . ..

Options are available that will allow us to begin to solve our
challenges. We can maximize the benefits of those
opportunities if... we effectively couple the authority to
make decisions with the accountability for those
decisions.

NC STATE

UNIVERSITY

THINK AND DO THE
EXTRAORDINARY

44
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QUESTIONS?

NC STATE
UNIVERSITY

THINK AND DO THE
EXTRAORDINARY
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