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FY 21 Annual Budget Submission

Introduction

The annual budget process provides an opportunitygsdd & V 1$8fV RSHUDWLRQV DQG
element of the overall business planning progessonjunction with the tuition setting process

and Operational and Financial Review process. Each component is a key operational decision
point where strategic investmerisd reallocationare consideretb ensureghattheysupport the

strategic dire¢bn of NAU, andin turn, supportour studentsfaculty, andstaff Measuringand

reaffirming sustainegrogress toward the ABOR Enterprise 2025 metrics has besibke
outcomethroughthese efforts.

TheCOVID-19 pandemidias had deep financiehpact on NAU as it has for most universities
around the country. From the anticipated changes in enrollment levels and mix of students to
decreasedtate investment in the umisity, the university will see lowéundinglevelsat the

same time thatignificant investments are required in operations to support health and safety.
This pandemidas required NAU to implement a numbesifnificantactionsto mitigate these
impactsand tomaintainbothshort and long terrfinancial sustainabilit

Overview

NAU submits the F21 AnnualBudget that projectsfiat net position This net positionchange
reflects the projectedinancial statement viewOn a cash, or anntiaudgeting view, the budget
submitted idalanced.Themonthlydays cash on handetricis expectedo bel43 days based
on theprojectedexpenditure levelor this upcoming year This reflectsa slight decreasieom
thebudgeted-Y20 monthly days cash on hand metric d6Hdays and keeps NAU within the
board approvefinancialliquidity range Note the FY20 projected days cash on hand of 148
days is impacted by Federal Cares Act fundih@11 million in institutional fundingwhich had
it not been received, would haveduced daysash on hand at year ebyg approximately 7 days
NAU remairs committed tomonitoring the impastthat both revenue and spending has on its
balance sheeand in turnits credit ratings.

Revenue

NAU projects revenue in FX1to declinel2% over its F20 revenuebudgetand a decline

versus expected 2020 adtuasultsof 9%. At the reduced revenue levébetdistribution of

revenue sourcevaresonly slightly from the F20 budgeed revenue sourcedlet wition and

fees andtateappropriationscompriseapproximately RI 1$8V UHYHQXbeWRXUFHYV I
primaryfundingsource foitheinstructionD QG VXSSRUW IR UWH&IHwerV WXGHQWYV
enrollment is projected to result in% drop in net tuition and fees compared to the FY20

budget, he FY21 state appropriatiagis alsoreduced by theliminationof the $6.7 million

investment in the universifypr onetime operationafunding The FY2L budget numberdo

reflect thecontinuation of th&3.0 million appropriation which is considered a pass through
appropriation to TGEN.



NAU also expectsts other revenue categorigs begreatlyimpacted by the COVIEL9
pandemic. Auxiliary revenue is projected to declin@@ compared to the FY20 budget with






existing debt obligations. Updhe recenauthorization by ABOR, NAU will pursue
restructuring System Revenue Bonds in FY21 that have the @btentesult in cash

flow savings of up to $20 million in FY2INAU alsodid delay thdnterdisciplinary

Science and Technolodpilding project and the approximate $8M in annual debt service
that would lave been added with that project to minimize theaat on FY21.

Personnel Costs Salaries, wages and benefit costs are the largest university expenditure
and a number of actions have been implemented for FY21. In additional to a more strict
hiring freeze, a temporary salary reduction program was ingsiead for FY21 that
progressively impacted higher paid faculty and staff. Instructional capacity was reviewed
and realigned and a voluntary separation retirement incentive program was offered for
faculty over 69 years of age. Employmeantractsvereupdated with language to allow

for additional flexibility.

Operational budget reduction across all departments From contracts and leases that
were renegotiated to reductions in operational expenditures from travahiag, all

units across the university reviewed and identified opportunitiesliteceenorpersonnel
expenditures as a primary source of addressing the budget reductions.

Expenses

As a result of these investments and actitd#U projects thabperaing expense wildecline
11% overthe FY20budgetedexpensdevels A primarydriver of thisexpenditureeduction is
lower personnel costsTheseexpendituregomprise 60% of the universif] dperatingcostsand
are budgeted to align with availablesourceshrough the actions noted previously.

Theestimaté decreasén the GherOperatingexpense categorpr FY21 is theresultof NAU TV
budget reduction effortsDepreciation expensde projected tancrease slightly to $4fecrease



FY 2021






FY 2021

STATE EXPENDITURE AUTHORITY ($ thousands)

FY21 BUDGET  FY20 BUDGET CHANGE
University Revenues

Resident Tuiton $ 1742690 $ 186,330.0% (12,061.0)
Non Resident Tuiton 124,801.0 143,117.6 (18,316.6)
Program Fees 5,706.0 4,608.0 1,098.0
Other Student Fees 0.0 0.0 -
Miscellaneous Revenues 3,625.0 3,126.0 500.0
Total University Revenues $ 3084010 $ 337,1806 %  (28,779.6)

University Revenues Retained for Local Uses
Support for Local Operatng Budgets $ 13,4678 $ 16,987.0 $ (3,519.2)
Regents Financial Aid Set Aside 33,000.0






FY 2021

LOCAL COLLECTIONS



FY 2021

FY 2021 LOCAL BUDGETS WITH DEFICITS OF $100,000 OR MORE

FY19 ACTUAL FY20 PROJEC L



FY 2021 ANNUAL BUDGET

Notes:

University Net Position: Beginning in FY 2015 and FY 2016 (GASB 68 & GASB 45, respectively) new accounting standards require a liability for pension obligations including other
postemployment benefits (OPEB) be recognized on the balance sheet, thereby reducing the universities net position.





