Budget 101 Meeting: Descriptive Transcript
00:00	Visual information: Slide 1 reads: “Budget 101: Understanding UMaine’s Financial Landscape. April 22, 2026. Bangor Room, Memorial Union.” There is also a photograph of a classic brick university building (the Memorial Union) with white columns and trim, framed by blooming trees with vibrant pink blossoms.

04:42	Henri Akono: Good day everyone. So we are exactly have 11 AM, but we want to give a few minutes until the President and the Provost arrive before we start. So we can keep chatting for like two minutes. Thank you.

06:38	It’s a really good day now! I am Henri Akono, the continued President of Faculty Senate, and I want to welcome you all to this session of Budget 101. I want to start by giving thanks to whom thanks is due. Corey and Jenny, thank you very much for taking the time to put this together for the community. I want to thank all the senior administrators for being here and all the staff and all the faculty members. We have talked about organizing this because there was great demand from the community in learning more about Budget 101. And many people don't want to take Henri's class in 202 [laughter]. So Corey and Jenny will do a better job certainly at giving us all the details beyond what you can see in a traditional FFT [Finance, Facilities and Technology committee] or Budget Town Hall kind of presentation. So without further ado, welcome to everybody online and welcome to everybody in person.

	And... [inaudible]

07:36 	Oh, please, yes. 

President Joan Ferrini-Mundy: Thank you. So good afternoon, everybody. Thank you for being here. And thank you to the online people, never quite sure where to look for them. I'm Joan Ferrini-Mundy. I'm the president here. I'm so pleased that this session is happening. And I have not seen these slides yet, but this kind of thing is so critical. And so I urge you, depending on how this is organized, to ask your questions or save up your questions to get more information as you need it. Because the more people who can understand the structure and the framework in which our budget happens, the more helpful it will be. So thanks for being here.

08:15	Jenny Boyden: Good afternoon and welcome to our budget 101 session. I'd like to thank members of the Faculty Senate, especially the President and FIPC [Finance and Institutional Planning Committee] chair, Dr. Henri Akono, and former president Amanda Klemmer for inviting us today and for taking the time out of the schedules at the end of the semester to join us here or on Zoom. I'm also joined by Corey Watson, Associate Vice President for Finance and Administration, and members of our finance office are also here today. I recognize that diving into university finances might not be the most thrilling part of your day. It is for us, just to be clear. But taking the time to understand our financial landscape is absolutely critical to our shared success and the future of our institution. We're currently closing in on closing FY26, we are finalizing our FY27 budget with the Board of Trustees in the middle of next month, and we are heading into budget discussions for the upcoming year of Fiscal Year 28.

Our goal today is to equip you with a foundational understanding of how our resources are generated, how they're constrained, and how we make decisions. We want to ensure everyone in this room feels informed and empowered as we navigate both our challenges and our opportunities together. So let's get started.

09:48	William Somes: We're all set. Is it working?

09:59	Visual information: Slide 2 is titled, “Goals and Objectives for Today’s Presentation” and reads as follows: 
· Demystify how the university receives and spends its financial resources.
· Clarify structural constraints:
· Fund accounting
· Fixed costs
· Inflationary impacts
· Explain the budget timeline and decision-making process.
· Empower informed participation in the annual budget build process.”
Slide 2 contains an illustration of a blue Greek-style temple. The text on the pediment reads, "Learner-Centered R1 Mission: Building a Foundation for Excellence and Impact." Three pillars support the roof, labeled from left to right: "Transparency," "Understanding," and "Strategic Action." Arrows point upward from the pillars to the mission statement on the roof.

09:59	Corey Watson: We're good. Good afternoon, everyone. Thank you, Jenny. I want to kind of set the groundwork for why we're all here today, and thanks for the invitation. As you can see on the screen, everything we do is in service of supporting the learner-centered R1mission of the University of Maine. And to sustain that mission, we need a strong foundation that's really built on three pillars:
· first being transparency,
· second being a shared understanding, and
· then finally taking strategic action.
So, first and foremost my objective today hopefully is to demystify some of the budget components—how the university receives and spends its resources—the budget shouldn't feel like a black box to you. I want you to understand how the numbers actually work behind the scenes. To do that, we need to clarify some of the structural constraints that we face daily. So, breaking down some of the concepts like what fund accounting is and what our fixed costs are and the very real inflationary impacts that drive up costs simply by keeping the lights on. And I also want to explain the budget timeline and the decision-making processes. 

Building the budget, as Jenny mentioned a minute ago, is a year-long cycle, and understanding when and how decisions are made is crucial to your participation. And ultimately, my goal is to hopefully empower each of you to be involved in the budget process as faculty and staff insights that you have are invaluable to this work and by grounding conversations and these shared financial realities we can work together much more effectively to advocate for our programs and our students.

11:41	Visual information: Slide 3 is titled, “Let’s Check our Assumptions: Question.” The slide content is as follows:
“What percentage of our Education & General (E&G) budget is funded directly by State Appropriations?
A) 15%
B) 29%
C) 40%
D) 62%”

11:41	Jenny Boyden: So before we get into the details, let's do a quick pulse check. We hear the phrase "public university" all the time, and that implies a certain level of state backing and public ownership which is absolutely true to our mission, but let's look at the financial reality of that label. Look at the question on the screen: "What percentage of our Education and General [E&G] operating budget do you think is funded directly by state appropriations?"

12:09	William Somes: C.

12:14	Corey Watson: That's correct.

12:15	Visual information: Slide 4 is the same as slide 3, except option C) is highlighted.

12:15	Jenny Boyden: The answer is 40%. It can be a common misconception that as a state flagship, the government cuts a check that covers the vast majority of our operating needs. While we're incredibly grateful for the investment the state of Maine makes in our institution, and that the percentage is higher than other public universities across the country receive, the hard truth is that state appropriations cover less than half of our core operating expenses. That means the financial health of the university really rests on our own shoulders. The remaining 60% of our core budget has to be generated through other avenues, most significantly through the tuition and fees paid by students. When we face inflationary pressures, collectively bargained compensation increases, or rising utility costs, we can't pass that bill on to the state. We have to balance those realities internally. And we're sharing this not to cause alarm, but just to ground us in the reality that we face. Understanding this baseline is exactly why your goals in recruiting, retaining, and supporting our students are not just academically important, but they financially support much of the important work of the university.

13:36	Visual information: Slide 5 is titled, “Not Just One Checkbook: How Fund Accounting Works.” The content of the slide is as follows:
“The university operates via distinct, intentionally-separated funds, not a single bank account:
· Educational & General (00)
· Auxiliary Enterprises (03)
· Restricted Funds (20, 22)
· Designated Funds (10, 12, 23)
At UMaine, we do not annually budget most restricted funds.”

Slide 5 contains an infographic titled "University Funding Streams: Four Distinct Buckets of Money." It depicts four colored buckets collecting coins and pouring them into a central building graphic labeled "University Budget & Operations." The blue bucket is "Educational & General (E&G)" for unrestricted core operating funds; the green bucket is "Auxiliary Enterprises" for self-supporting services; the purple bucket is "Restricted Funds" for grants and endowments; and the orange bucket is "Designated Funds" for state-mandated programs in Maine.

13:36	Jenny Boyden: So here's where we're going to talk a little bit about the funding [inaudible] that Corey mentioned. I think most of you are familiar with the E&G funding, which I just mentioned is primarily state funding and tuition and fees. But let's talk about some of the different types of funding that we receive. It's very common to hear questions like, "If the department just received a $5 million gift, why can't my department afford new laptops?" And we even received a question in the town hall about why we couldn't put off some of the capital building that we were doing to offset some of our shortfall. And that's really because the majority of the capital spending that we're doing right now is with restricted donor funds. And we don't have the authority to spend them on something else.

So if we look at the four main buckets, we have E&G, which we've mentioned is our unrestricted core operating fund. It pays for instruction, administration, student services, facility maintenance. This is really what we're going to focus on today. 

Auxiliary enterprises, you can think of these as our self-supporting mini businesses. They include residence life, dining, the bookstore. The revenue they generate pays for their own operations and any debt that they may have. 

Restricted funds are bound by strict external rules, usually legal or donor stipulations. If a donor gives us an endowment specifically for Marine Biology scholarships or the NSF [National Science Foundation] gives us a grant for specific climate research, that money has to be spent exactly as it was authorized in their documents. We can't redirect that to support our daily operations.

We also have designated funds, and these are funds that are set aside for specific internally-designated or state mandated purposes, such as the Maine Economic Improvement Fund, or MEIF, as well as MAFES [Maine Agricultural and Forest Experiment Station] and Cooperative Extension operations.

When we talk about the budget being tight, we're usually talking about the E&G budget, so our core operations. Even if other buckets, like restricted research grants, are growing, they can't be used for our daily operations. Understanding this helps explain why our resources can seem abundant in one area, but scarce in another.

16:18	Visual information: Slide 6 is titled, “Allocating Resources: Understanding UMaine’s Incremental Budget Model.” The slide reads as follows: 
“How does an incremental budget work?
· Budgets are adjusted marginally year-to-year based on prior allocations and assumptions of new revenues and expenses.
· Revenues generated by units support the entire institution in pursuit of our shared mission and goals.
· Major investments and reductions are managed centrally to ensure stability.”
Slide 6 includes a flowchart titled "University Revenue Flowchart." Four top-level boxes labeled "Tuition & Fees," "State Appropriations," "F&A Indirect Cost Recovery," and "Sales/Services Revenue" point arrows into a central green circle labeled "Central Pool." Arrows flow out from the central pool into four bottom-level boxes: "Academic Units," "Research Units," "Facilities Units," and "Administrative Units."

16:20	Jenny Boyden: So, allocating our resources: we frequently get questions about this. Universities use a number of different budgeting strategies and methodologies. Some use incremental budgeting, zero-based budgeting, responsibility-centered management or budgeting. The University of Maine system uses an incremental budgeting model. So what does that mean? It means that we don't start each year from scratch and build our budgets up from zero. Instead, our budgets are adjusted marginally or incrementally year to year. We take the previous year's baseline and adjust it based on new university -wide assumptions about changes in revenue, like tuition rate increases and expenses like negotiated salary increases. 

At UMaine, revenues generated by individual units are pooled centrally. Why do we do this? Because pooling our revenue centrally allows us to support the entire institution. And that is really intended to be in support of our shared, comprehensive mission. We have programs that generate margins of revenue, and we have essential academic and support programs that are structurally expensive to run, but are absolutely vital to being a land -grant R1 institution. Pooling revenues ensures stability across the board and allows us to subsidize the vital work happening in non-revenue-generated units, like the library or student affairs and support units. It ensures that we evaluate budget requests looking across the university as a whole.

18:02	Visual information: Slide 7 is titled, “Funding the Mission: Where the Money Comes From.” Slide 7 contains a graphic of a U.S. one-dollar bill divided into four color-coded segments representing gross E&G revenues for UMaine in FY27, which total $277.7 million. The largest segment is Net Tuition and Fees at 45.6% ($126.8M). It is followed by:
· State Appropriations at 40.4% ($112.1M), 
· F&A Indirect Cost Recovery at 8.3% ($23.0M), and 
· Sales, Services, & Other Revenue at 5.7% ($15.8M).

18:05	Jenny Boyden: So, let's break down where the money comes from in our E&G bucket. We're looking at E&G revenues projected from fiscal year 27 which totaled 207 to 7.7 million dollars. In terms of the revenue as a dollar bill, net tuition and fees make up 126.8 million or just over 45 percent of our dollar. This highlights exactly why enrollment and retention are the most critical financial lever that we have. State appropriations represent about 40 percent ($112 million). This is a crucial foundation, but again it's less than half of what we need to operate. And I do want to point out a difference here: if you attended the town hall, you'll know that the state appropriation that we've reflected in the town hall and the FFT documents was 114 million. They haven't reduced the amount of state appropriation that we are receiving, however the system is reflecting the additional funding provided to support shared services as an expense reduction rather than a revenue line. So our revenue line is two million dollars less than what I had reported before, but so is our expense. So it's just a little weird weirdness but it nets to zero. I did want to call it out though in case anybody's tracking.

So the [University of Maine] System has, as I've said, reported this change. Overall, the impact is zero. The third category is [Finance and Administrative] F&A indirect cost recovery. We're budgeting this at $23 million dollars for next year, which is 8.3% of our budget. And these are the Facilities and Administrative costs that we recover from external research grants. It's a testament to our status as an R1 research institution, but it's important to remember that these funds are tied directly to research activity and not general instruction, and this number is lower in FY27 [Fiscal Year 2027] than it was in FY26 and FY25.

We are facing some headwinds in the research grant area. Sales, service, and other revenue makes up the remaining $15.8 million, or 5.7% of our revenue. This includes things like revenues from clinics, specialized testing services, or other miscellaneous departmental income.

The takeaway here is that our revenue streams are relatively fixed in their proportions. We cannot simply ask the state to cover a gap if tuition falls short, and we cannot easily spin up new sales and services overnight to cover a major deficit. We have to manage a full [inaudible].

21:10	Visual information: Slide 8 is titled, “How UMaine Forecasts for Net Tuition and Fees.” Slide 8 contains an infographic titled “How the University of Maine Projects Net Tuition and Fees as Part of the Budget Process for a Coming Year.” The visual presents a six-step flowchart explaining how net tuition and fees are calculated for budgeting.

At the top, a formula defines net tuition and fees as gross tuition and fee revenue minus student financial aid (scholarships and waivers).

1. Step 1 explains how tuition and fee rates are set. In-state undergraduate tuition increases are recommended by the University of Maine System, typically in the fall. Other undergraduate and graduate tuition and fee increases are recommended by university leadership. A note at the bottom of this section states that all tuition and fee rates are approved and finalized by the University of Maine Board of Trustees as part of the budget.
2. Step 2 describes estimating student enrollment in total credit hours, based on factors such as new first-year enrollment, retention of current students, size of the graduating class, and average credits taken.
3. Step 3 explains determining the mix of students—including in-state, out-of-state, online/e-rate, early college, NEBHE, undergraduate, and graduate—which affects the revenue generated from total credit hours.
4. Step 4 shows calculating gross tuition and fee revenue by applying approved rates to projected credit hours across student types, including undergraduate, graduate, and early college tuition.
5. Step 5 outlines estimating student financial aid (scholarships and waivers), which reduces what students pay and is recorded as an expense.
6. Step 6 illustrates calculating projected net tuition and fees by subtracting financial aid from gross revenue; this net amount is incorporated into the university’s budget.

The design uses icons and arrows to guide the viewer through the process.

21:10	Corey Watson: So I'm going to stand up here so I'm not sitting in the way of this wonderfully large and complex graphic. This is a lot of words and we will share the presentation with people afterwards, but I wanted to kind of give a deep dive into one particular area of our budget, and I figure why not the largest one which is how we forecast net tuition and fees at the University of Maine. It's a really straightforward calculation that has a lot going on behind the scenes. 

So net tuition and fees is basically our gross tuition and fee revenue, less student financial aid. But let's go into some of the assumptions that make that a reality. The first part of assessing what our net tuition and fees are is setting our tuition and fee rates, which we do every single year, and we get a recommendation from the University of Maine System which is that in-state undergraduate tuition rates are relatively [inaudible] and across the System. So for this year, everybody set at a four percent increase, but other undergraduate rates like the out-of-state rate, our NEBHE [New England Board of Higher Education] rate, our e-rates [electronic residency rates], as well as our graduate tuition rates and fee rates are actually done on a campus-by-campus basis. So those recommendations are done through university leadership. All of these fees, however, are going to be subject to approval and finalization by the Board of Trustees at their May board meeting.

So we work on setting those rates, and then we work very collaboratively with our Enrollment Management team, with Debra Allen and the Office of Institutional Research, we work with DLL [Division of Lifelong Learning], we work with the Graduate School—to estimate what we think our total student credit hours will be. And that is not just the incoming first year class, but that's also the retention rate of our existing students. That's how many students we have graduating in a given year. And then how many credits are those students taking? We've seen a lot of fluctuation in that number with the rise of Early College and AP [Advanced Placement] and prior learning ...PLA [Prior Learning Assessment] credits.

We take all those factors, and then we decide, all right, that's how many credit hours we're going to have, but where are we going to generate those credit hours? As I said, there's different rates for different populations, so it matters how many in-state credit hours, how many out-of-state credit hours, how many online credit hours. What's the difference between undergraduate and graduate credit hours. So we work very carefully to determine what that mix of students is, and from there we take those three components and we come up with the gross tuition and fee revenue. 

Once we have the gross revenue then we work with Kevin [Coughlin] and Connie Smith and the Office of Student Financial Services to estimate what our institutional aid is. Our institutional aid—a good chunk of it—does come from our E&G budget, and we record that as an expense, but there is also restricted scholarships, endowed scholarships that are applied as well. But those don't have an impact on our E&G budget. We're really just looking at E&G for this part. And once we figure out what that amount is going to be, that gets us to our net tuition and fee revenue that we build into the budget, which as you saw back here for FY27 is roughly 126.8 million. 

Now, why is this so important to our budget?

24:54:	Visual information: Slide 9 is titled, “Every Learner Matters: The Economics of Enrollment & Retention.” The slide reads, “Our financial health is acutely sensitive to enrollment and retention fluctuations. Losing a small cohort of students creates a compounding deficit over four years.” The slide contains an infographic titled, "The Financial Impact of Enrollment Changes: A drop in enrollment today has a lasting impact on tomorrow." It illustrates a scenario where a loss of 100 out-of-state students, multiplied by an assumed net revenue of $18,000 per student, creates an immediate Year 1 loss of $1.8 million. Because students stay for four years, a calculation graphic shows this $1.8 million loss compounding each year over a 4-year cohort cycle, resulting in a total impact of over $7.2 million in lost revenue.

24:54:	Corey Watson: Because this actually can have a very large impact on our financial health within the institution and so I want to give a scenario here which is let's assume we have a drop in enrollment of 100 out-of-state students and what does that mean for the University of Maine? Well, we can roughly assume, let's say, about an $18,000 net revenue per student, and that's after flagship match and other scholarship opportunities they have. That leads to about a $1.8 million drop in revenue just in one year. But as you know, we're often looking at our budget in multiple-year terms. So the compounding effect of this drop in out-of-state students is actually $7.2 million over four years if we were to retain all of those students. So it's very easy to see just how these minimal decisions in points of time can have long-lasting impacts.

Conversely, I like to think about this slide in the opposite terms. What if we added 100 out-of-state students? What would that look like? Well, it would have the opposite impact. We could actually add revenue and we could graduate more students. So when we're budgeting in our multi-year financial analysis, we're really looking at all of these assumptions and calculations that go into how we can build up the revenue side of the budget.

26:25	Visual information: Slide 10 is titled, “Investing in our People: Where the Money Goes.” Slide 10 contains a graphic of a U.S. one-dollar bill divided into five color-coded segments representing gross E&G expenses for UMaine in FY27, totaling $283.2 million. The largest segment is Compensation and Benefits at 68.1% ($193.0M). The remaining segments are Supplies, Services, & Operations at 10.2% ($29.0M); Facilities & Capital Expenditures at 8.9% ($25.3M); UMS Shared Services at 7.8% ($22.0M); and Net Transfers to Designated Funds at 4.9% ($13.9M).

26:25	Corey Watson: Now we're going to talk about the expense side of the budget. What you'll notice for FY27 is $283.2 million, which is $5.5 million higher than the revenue that we're projecting. And that $5.5 million gap is actually going to be covered with a strategic use of one-time reserves. It shouldn't be a surprise to anybody here that higher education is, first and foremost, a people -driven enterprise. So the vast majority of our budget goes toward compensation and benefits, about 68%.

One other thing I want to add here is these last two buckets here on the end, we've got our shared services costs to the system and our net transfers to those designated funds that Jenny mentioned earlier. Those are also very heavily people-driven. So when you think about our shared services at the system, that's our IT, that's our HR, that's procurement, that's the people working in the Shared Processing Center, bringing applications into the university. Very large part of that expense is also people. And same thing with the net transfers to designated funds. That is our E&G contribution to MAFES, Cooperative Extension, and MEIF, which are also very heavily people-driven. These two middle categories here which make a combined roughly about 20% of our budget are really where we go with our actual expense operations that are operating expenses for the university. So, supply services and operations which is about $29 million, that's your supplies and services staples: pencils, paper, travel to conferences. That could also be memberships and sponsorships that you do and then a very wide array of other expenses.

And then facilities and capital expenditures. That is mainly fuel and electricity debt service and interest associated with borrowing that we've done for capital improvements as well as maintenance and alterations and funded depreciation. So very heavily dependent on people. And so that's why, as Jenny will allude to here very briefly in the future, is why it is sometimes very hard to change the composition of our expense space.

29:03	Visual information: Slide 11 is titled, “Fulfilling Our Mandate: The Flagship Mission.” The slide content is as follows:
	“We must …
· Allocate supplemental funding (including match) for Maine Agriculture & Forest Experiment Station (MAFES), Cooperative Extension Service (CES), and the Maine Economic Improvement Fund (MEIF)
· Fund gift processing at UM Foundation
· Respond to federal funding changes with respect to research grants or F&A support
· Contribute to NCAA Costs associated with being a D1 athletics program”
Slide 11 also contains a map of the state of Maine showing University of Maine (UMaine) statewide locations using icons to represent different types of sites. The map outline includes multiple symbols distributed across the state. Shield logos mark main campuses in Orono and Machias. House icons indicate academics and outreach centers. Thumbs-up icons represent 16 Cooperative Extension county offices located throughout the state. Barn icons show five agriculture and forest experiment stations: one station is located in southern Maine, one in eastern Maine, two in central Maine, and one in northern Maine. Four-leaf clover symbols represent 4-H learning camps, mostly near the coast, with one in western Maine. Fish icons mark four marine research locations along the coast, ranging from southern to eastern Maine.

29:05	Jenny Boyden: I also want to pause here and remind everyone of the unique position that we have as the flagship. We're not just a campus in Orono. We also are the flagship university, the only land, sea, space grant university. And when you look at the map on the screen, you can see our operational footprint spans the entire state. Our E&G budget just doesn't keep the lights on here. It also sustains Cooperative Extension offices in every county, it provides direct agricultural, economic and community support to meet citizens, it funds 4-H camps and vital research stations along the coast and in deep woods. 

Operating a statewide network is structurally expensive. It means maintaining dozens of physical facilities, paying for significant travel, employing specialized personnel far beyond the traditional classroom setting. Furthermore, our flagship status also comes with strict financial mandates. For example, to receive the federal agricultural or marine grants, we're often required to provide specific institutional funding matches from our E&G budget. We have the responsibility of operating the state's sole Division 1 athletics program, which serves as a major driver of state pride and alumni engagement, but also requires an institutional investment. Our budget reflects our statewide responsibility.

We're incredibly proud of this mandate, but we must acknowledge that it does stretch our resources over a very wide geographic and programmatic footprint. And just touching on the structural piece of that a bit, I know you've all heard me talk about the deferred maintenance of $1.1 billion. That is a number for this campus: Orono. Right here. That does not include the deferred maintenance of any of the other sites listed on this map. It doesn't include deferred maintenance at any of the farms other than Witter, which is close enough that it counts. but it doesn't include the other deferred maintenance that we base and need to figure out how to support.

31:26	Visual information: Slide 12 is titled, “The Reality of Budget Constraints.” The slide content is as follows:
· “The majority of our operating budget is committed to costs we cannot easily change. We must operate within this paradigm strategically.
· The Dilemma: When revenues drop, cuts must be absorbed almost entirely by the small fraction of the budget that is flexible.
· Understanding the difference helps us make informed decisions, invest in what matters most, and ensure a strong foundation for the future.”
Slide 12 also contains a graphic of an iceberg demonstrating the reality of budget constraints. The small tip of the iceberg above the water represents "Flexible / Discretionary Costs" (personnel numbers, supplies, travel, marketing, and one-time investments). The massive underwater portion of the iceberg represents "Fixed / Mandatory Costs" (compensation increases, financial aid, debt service, utilities, shared services, inflation, and compliance). A small box at the bottom right corner of the image reads, “Understanding the difference helps us make informed decisions, invest in what matters most, and ensure a strong foundation for the future.”

31:30	Jenny Boyden: Okay. I feel, Corey, I have a little bit of anxiety about this iceberg. It’s okay. It's meant to show you that there are things beneath the surface that are harder to control. So let's frame it that way. We want to talk about the multi-year structural deficit and why our budget is tight. And the vast majority of our operating budget is committed to mandatory or structural costs that live below that waterline. There are things that we can't easily or quickly change, but that we must cover to sustain our mission. There are unavoidable realities like compensation and benefit increases, financial aid, debt service, fuel and utilities.

It's a much smaller portion of our budget above the waterline that we can impact relatively quickly. And those include the number of personnel, our travel budgets, departmental supplies, or one-time strategic investments. And that brings us to a very real structural dilemma: what we faced this year. In the fall, we talked about [how] we were seeing fewer out-of-state students, and that had a dramatic impact on our revenues. Our ability to react to that is limited by what we can impact in the current fiscal year quickly. So when our revenues drop, or when inflation and workforce and market trends drive up those costs below the water line, any necessary cuts have to be absorbed in that smaller piece unless we have a long runway to address them. And that's why it is so important that we look at our multi-year forecast and talk about how we're going to address the shortfall that we see in the future and make structural ongoing changes to either our revenue coming in or to our expenses, or probably in reality to both. How can we attract more students? What do we need to streamline so that we can bring ourselves in balance in the out years?

And I don't think it's on here, and I'm probably going to jump ahead because now I am off my talking points, but we operate under System-wide collective bargaining agreements. We can't make adjustments to collective bargaining agreements ourselves—and we did ask, but as we were exploring opportunities for FY27 we asked the System if there were things that we could change and they said, “not at this time” because it would impact everyone System-wide. So that's something that we have to acknowledge and be aware of as we look for opportunities going forward.

34:25	Visual information: Slide 13 is titled, “Aligning Resources with Mission: Our Challenges & Opportunities.” The slide content is as follows:
· “Because expenses are projected to rise faster than revenues, status-quo budgeting results in structural deficits.
· We must shift from spreading cuts equally to strategic prioritization.
· Leverage Strategic Re-Envisioning (SRE): Revitalizing academic and research portfolios, attracting new learners, and implementing administrative efficiencies.
· Action today protects our tomorrow.”
UMaine E&G ‘Status Quo’ Projection: A bar chart titled "Structural Deficit (In Millions)" shows the UMaine E&G 'Status Quo' projection. A red trendline connects three bars showing a growing deficit over three fiscal years: -$20.3 million in FY28, -$45.6 million in FY29, and -$54.4 million in FY30.

34:26 	Jenny Boyden: I was a little ahead of myself. So, aligning our resources with our mission. Because our fixed mandatory expenses like compensation and debt service utilities are rising faster than our revenues, continuing with the status quo budgeting mathematically puts us at a structural gap. If we change nothing, the gap just gets wider each year. 

This year, we started the budget process by spreading cuts equally across the board. We set a target for departments of 7%—and I want to be clear: not everyone achieved the target. Facilities [Management]. I could not come up with the 7% reduction. And I don't think there are many of you that would argue with me that we're adequately maintaining our facilities as it was. And if I proposed to reduce it by 7% more, I'm not sure that would have been sustainable. And in some cases, departments put forward their 7% reductions and we didn't accept portions of it because it would have led to revenue losses that exceeded the amount of money that we would have saved. It just didn't mathematically make sense to move forward with it. But in subsequent years, we need to give ourselves time.

So we, at the town hall, and I've said [it at] FFT and it to cabinet, we have to start now for FY28 so that we have the lead time to develop strategic budget plans to address the gap going forward. And this is where SRE [Strategic Re-Envisioning] comes in, and I know there are feelings about SRE but it can't just be a buzzword; it needs to be our framework to make our data-informed decisions that revitalize academic and research portfolios, attract new learners and implement administrative efficiencies.

Ultimately, a budget is a moral document. It shows what we value. Our goal is to align our financial resources with our core mission. Making these choices is difficult, but we need to act today to address what we can see in the future. We want—we need to remain strong for generations to come.

36:52	Visual information: Slide 14 is titled, “How Budgets are Built: A Year-Long Process and Timeline.” The slide contains a timeline graphic illustrating the year-long "Campus Budget Development" process from July to June. Key milestones include finalizing compensation assumptions in August, the Fall Census and Board of Trustees (BOT) forecast in November, campus budgets due and the Spring Census in February, and the final BOT Budget Approval in May:
1. July: Provide support for campuses in the form of foundational forecasting information that would be incorporated into final projections and subsequent enrollment management plans.
2. August: Finalize Compensation Assumption
3. September: 
a. Finalize benefit rate assumption
b. Legislative requests due to State Budget Office
4. October through January: Campus Budget Development
5. November:
a. Fall census
b. Forecast to BOT
6. December
7. January
8. February: 
a. Campus budgets due
b. Spring Census
9. March:
a. Forecast to BOT
b. FFT first reading
10. March through April: Development of a one year and five year capital plan
11. April: FFT workshop and vote
12. May:
a. Forecast to BOT
b. BOT budget approval
13. Junes

36:53 	Corey Watson: So I, as Jenny mentioned, you know, the time aspect, I do want to talk a little bit about what the budget timeline is. And so this is actually the University of Maine System's entire budget timeline, which we have a role in several points of it. But what I want to highlight is the first thing you'll notice is that budget is not just a seasonal task. It's a year-long continuous process. We don't just wake up in the spring and say, "this is what we're going to spend next year." It is a year-long process. And as Jenny highlighted at the beginning of the presentation, we actually are often working with multiple fiscal years in a single month or point in time.

What I'll do is I'll break this down into kind of three chunks that are probably more familiar to an academic audience, which is summer, fall, and spring. So our budget cycle actually begins in the summer. What we're doing our fiscal year end usually in June and July, our team's also working on the foundational forecasting that we will use to build our campus projections for the coming year. So we're updating our multi -year financial plan, we're working with our Enrollment Management and Institutional Research offices to determine what we foresee as a forecast for enrollment. We're also starting to receive some information from the [University of Maine] System office at this point around compensation, benefits and other inflationary or our appropriation allocations for the University of Maine that allow us to build in those components as well. 

In the fall we moved into an active campus budget development phase, so we have the fall census that happens in October that really sets the foundation of the enrollment question, but it also is where we're distributing templates to individual departments. We're having the strategic leadership discussions at Cabinet and among the Deans about how we're going to actually achieve our budget for the coming year. And then in the spring, we turn in our budget to the System office. And really from March, April, and May, that's really where the System is looking at all of the university's budgets across the System and going through the readings, workshops, presentations, and ultimately they vote in May to approve the budget for the coming year.

By the time the budget is approved in May, it's basically the result of 10 months of collaborative forecasting, data analysis, and strategic alignment. And understanding this timeline is crucial from your perspective because if you want to advocate for things in the budget process you need to know when to do that, and you can't come up in March and April and do it; it's too late. So, thinking about the timing that we need to do for FY28 backing up these conversations into the early and mid-fall so that way we're able to build the time for those strategic discussions and decisions to be made is an important component.

40:05	Visual information: Slide 15 is titled, “Responsibilities: Finance Office vs. Unit Financial Managers.” It includes a Three-column infographic illustrating the relationship between central finance strategy, unit-level financial management, and a shared institutional goal:
· The left column, titled “Macro Strategy & Modeling (CBO),” describes the role of the Central Finance Office (overseen by the VPFA/CBO). Its responsibilities include developing multi-year financial models, setting macro-level assumptions, ensuring institutional sustainability, and reporting to the University of Maine System (UMS).
· The center column, labeled “Shared Goal,” highlights the common objective: “A Strong, Sustainable University.” Below, a description emphasizes responsible stewardship of resources to support the university’s mission, students, faculty, staff, and communities, both now and in the future.
· The right column, titled “Micro Execution & Compliance (Unit Managers),” outlines the role of Unit Financial Managers (overseen by cabinet members, deans, and directors). Their responsibilities include overseeing specific college or division budgets, managing daily financial transactions, ensuring compliance with restricted funds, and addressing local budget variances.
· Arrows between the columns indicate a two-way relationship between central finance strategy and unit-level execution, both contributing to the shared institutional goal. The design uses blue and green color blocks with icons to visually organize responsibilities.

40:07	Corey Watson: Another question that I often get asked is, what's the difference between what our office does and what unit financial managers do. And while we do work on a lot of the same things together there is sort of a division and strategy—is how I would frame it—which is to say our team in the finance office with the CBO [Chief Business Officer] handles the macro strategy. So we're developing the multi-year models, we're looking at all the assumptions, we're building the data sets and looking at all of the parameters that sort of set the large framework for the university's budget, we ensure that the institution has financial sustainability, that we have enough reserve to cover all of our debts—we also report to the University [of Maine] System Vice Chancellor's office and contribute to the University [of Maine] System-wide discussions around finance.

The financial managers who often work with cabinet members, deans, directors, are overseeing the specific college and divisional budgets that they're responsible for, managing the day-to-day on-the -ground pieces, ensuring compliance and that funds are spent in the manner in which they were proved to be spent, and then they also address variances as things come up in the budget cycle across the year. Our office doesn't have the on-the-ground visibility to all those things, so they're obviously going to bring up those things and work together with us on this middle part, which is the shared goal of building a strong and financially sustainable university. So we're all working toward that goal but at different levels of the institution. 

41:58	Visual information: Slide 16 is titled, “Informed Participation: Budgeting isn’t just an accounting exercise!” The slide contains a flowchart A flowchart depicting three essential inputs—"Achieve Our Institutional Mission," "Reflect Our Core Values," and "Deliver on Strategic Initiatives"—all pointing into a single shared outcome circle labeled "Our Budget: Resources aligned to our mission, values, and strategy.” The graphic contains the following information:
· Achieve our Institutional Mission: We align resources to advance teaching, research, outreach, and impact—fulfilling our purpose and serving our communities.
· Reflect our Core Values: We invest in what matters most—integrity, inclusion, collaboration, respect, stewardship, and excellence.
· Deliver on Strategic Initiatives: We prioritize the actions that drive our strategy forward and position us for long-term success.
At the bottom of the slide is a sentence that reads, “When faculty and staff engage in the budget process, we make better decisions, build stronger programs, and create more opportunities—for our students, our communities, and each other.

42:00	Jenny Boyden: As we near the end of our presentation, I want to leave you with a final thought: budgeting is not just an accounting exercise, it's a reflection of our values and priorities, and when you—our faculty and staff—engage in the budget process, we will fundamentally make better decisions. Now that you have, I hope, a clearer understanding of the rules of the game as we have to put things together—our funding constraints, the reality of some of our fixed costs, System-wide collective bargaining, our funding company and the timeline that Corey mentioned, I hope that your advocacy can become much more powerful. 

If you have ideas to move forward, now is the time to start talking about them for FY28. So what can we talk about for implementation that really is about 14 months away. It's not as far as it may seem. By working together and grounding our conversations in these shared realities, we can build a stronger program and more meaningful opportunities for our students and our communities and each other. And your participation is valued and sought out. So please reach out to us with questions. I know Corey's going to add some more, but as you think about this—which really was intended to be Budget 101, a very baseline presentation—think about what aspects of it you would like more information. We touched a little bit on how net tuition is calculated. We can go much further in detail on that or any other aspect of the budget process to provide more granular information about how that works.

44:03	Visual information: Slide 17 is titled, “Continuing the Conversation: Q&A and Upcoming Resources.” The slide content is as follows:
· Contact Us: 
· Link to the UMaine finance office website
· Phone: 581.1552
· Coming Up:
· Deep Dives
· Training & Data
· Q&As
Slide 17 also contains a split graphic featuring a screenshot of the UMaine Finance Office's welcome webpage on the left and a photograph of a brick university facility with a large blue "M" and "Black Bear Nation" banners on the right. Visit the finance office website (linked above) to learn more.

44:03	Corey Watson: Yeah, so just to kind of wrap us up and move into some Q&A here, we spent a lot of time today looking at some of the numbers and the constraints that we're all operating under, but behind every single one of these numbers, I want to be clear, is a student that we're trying to educate, a research project that could change the state or the world or a staff member working hard to keep the campus running. That's why I do what I do, that's what really drives me to do this work, and I want to let you know that I'm excited to partner with all of you as well. Thank you for your time today. 

We covered a lot of ground, but as Jenny mentioned this is really just the foundational overview. We can go so much further. I don't expect any of you to walk out of here today as financial modelers, but I hope we can continue the conversation while I'm hopefully working on setting up in the coming fall semester would be some deeper dive opportunities to go into some of those topics that are of interest, as well as some training materials from our office that I know a lot of financial managers have been asking for a while that can provide some opportunities to expand the knowledge base of the university. 

And then I'm going to put Beth [Morin] on the spot here. This is that actually her phone number [laughter]—thank you [inaudible]—as well as the UMBudget email. So these are great ways to reach us. I like to say that Beth knows everything, and what she doesn't know she knows who knows what that thing is. So if you ever have any questions, any bright ideas go off in your head and you want to share those, please reach out to us. You can also go to our website: umaine.edu/finance. All of our emails and contact information for everyone in our office are on there, and we're very eager to be your partners in this work. And with that, I think we can move into some questions. 

46:13	Visual information: Slide 18 is titled, “Budget 101.” The title is followed by the text, “Questions???” and an image of a classic brick university building (the Memorial Union) with white columns, framed by spring trees blooming with vibrant pink blossoms.

46:17	Jenny Boyden: Yes, Brian. 

46:19	Brian McGill: Thank you. I appreciate your taking the time to communicate. I think even [with] the impending challenges with budgets, it's really important to have lots of communication. I appreciate that. The forward-looking budget out to FY30 that has the $50 million deficit has a lot of assumptions like a 6% credit hour reduction, 4% per year increases [in] income—it's a very conservative, very aggressive budget, I think, in a lot of ways. Could you talk some more about the assumptions that are driving that? 

46:52	Jenny Boyden: I think there are portions of it that are conservative and there are portions of it that I almost think are optimistic. I do think that it is conservative in terms of the credit hours, we certainly want to see that improve—those numbers are really based on the work of our Office of Institutional Research [and Assessment], so they are grounded in something and based on our current mix and the current pattern of enrollment and student credit hours that we've seen over recent years. The other assumptions that are built in are really driven by the [University of Maine] System, and those include 4% collective bargaining increases each year is what they've built in as an assumption, as well as increases in the fringe benefit rate. And the fringe benefit rate goes up to 53 and a half—is that right?—by the out year? That's really high. So that is something I expect we'll be looking at. 

But again, we, as a campus, don't control, not in any way to imply that we won't ask questions about it or push at it, because we will. I'll touch on the one where I think it's optimistic, and I think that's the state appropriation number. The assumption there is that it continues to grow at approximately 4% a year. I think that could be optimistic. I have a lot of experience in the state budget world, and I know there are a lot of pressures on state government to provide for Medicaid or the cost of K-12 education. K-12 education has a projected $11 billion deferred maintenance problem for all of the locations across the state. There was a change that was passed by the legislature—I'm not sure if the governor signed it—changing the funding formula for K-12 education. Those will create additional pressures on the state budget, so in my mind that 4% per-year increase in [the] state appropriation could be optimistic. So I think there are quits and takes, but I certainly value that it is conservative in some areas and maybe not in others. Yes, MJ. 

49:24	MJ Sedlock: Yeah, staying on the aspect of state funding, can you talk about state funding and how it comes to us? Is that—and maybe it's both a little bit—is the state funding to the [University of Maine] System and then the System allocates to us, and if that's the case, how does the System make the decisions about what proportion of the funding comes to this campus versus the other campuses and for the System's own necessary funding? 

49:50	Jenny Boyden: The bulk of the state appropriation adds to the System. There are a couple of smaller appropriation lines. There's a new ventures line that is something that operates at UMA [University of Maine at Augusta], there's a tick lab line—but the vast majority of the E&G budget funding is to program 0031 from the state budget. I can't think of the name of it, but it comes to the University of Maine System, and the System then allocates funds to each of the campuses. There has been a methodology that the System has used since 2018 [or] 2019, is the last time they updated their methodology for how they distribute the state appropriation across all of the campuses. There is discussion about changing that methodology. It hasn't been changed yet, but it is a conversation that's happening with Vice Chancellor [Ryan] Low and staff at the System level. So ... 

50:49	MJ Sedlock: Do you think that would be in our favor if it works to be adopted, or it's not clear at this time? 

Jenny Boyden: I would hope it would be in our favor, but it is certainly not clear at this time. 

MJ Sedlock: Okay. 

Jenny Boyden: Yes. 

51:02	Timothy Waring: Following up on that, but I also want to say "thank you" for all of the detail. Really appreciate this, and it seems like it could be very useful in conversations with state audiences. I'm not sure if they've had exactly the same thing, but this was a very beautiful presentation. So you know, one of the key pieces that we've heard multiple times is the level of which the amount of the budget which is out of control, right? Which of course isn't a unique thing to the University of Maine, right? This happens for sort of all public universities, right? So looking at this question of where does the budget deficit come from—well I mean—we can see revenues minus expenditures, but that's not where it comes from, that's what it is at the moment. So what I'd like to do is ask you a question about how some of this structural features where we have lack of ability to change certain expenditures, for example, relates to the actual budget deficit. In particular, I'm interested in how, for example, the Harold Alfond gift influences this. So I know it's $100 million for specific things—certain programs, certain athletic facilities. And my memory is that there is a required match with the Harold Alfond gift, such that the University [of Maine] has to make an additional amount of money to match the gift. And so I'm wondering first, how much was that that we had to match and was it successfully matched from external funds or was that fundraising complete? And if not, how is that being satisfied? Yeah. In the context of this. 

53:06	Jenny Boyden: Yeah, thank you. The Alfond grant—it would be one of the restricted funds—so a different bucket—and there were match requirements. If we think about the athletics portion, there was $170 million created by the Alfond Foundation, and that required a $38 million match. As well as the capital plan portion of the Alfond Agreement for Athletics was a $208 million capital investment in the [University of Maine] campus. So that's the $38 [million] plus the $170 [million]. But I want to be clear. Athletics has raised well more than the match required. The part that's a little bit of a nuance is they need to raise $38 million of spendable cash to support the $208 million capital investment. They're about $6 million away right now, and after—according to the grant, I mean, agreement—[they have] through 2030 to raise the $6 million 

Tim Waring: Okay.

54:10	Jenny Boyden: So, they're well on their way, and I expect they'll have commitments before [the] Morse [Arena] is done. On the other portions of the Alfond agreement, if we think about the MCEC [Maine College of Engineering and Computing] portion, they have raised—and this is all without E&G commitment—so they have raised—Sarah's right there—but on the programmatic side, they've met their match, right? And on the capital spending side, which is $50 million, they are in the process of raising—I think they have $7 million more approximately to raise of donor funds to be able to complete their contracts. Student Success and Retention: they have met their match without the use of E&G funds. I feel like I'm forgetting one. Student Success Retention, MCEC ... The Maine Center! The Maine Center is working towards meeting their match. But they're not in our budget. 

55:20	Timothy Waring: So including athletics, they don't have impact on E&G or [indiscernible] does? 

Jenny Boyden: Not directly, not directly in terms of the capital investment. Operating costs of new facilities certainly are impacted. 

Timothy Waring: Right. 

55:35	Anonymous Speaker 1: Where does that come from? 

Jenny Boyden: Operating costs would come from E&G. There is an effort by athletics to raise funding for the ongoing maintenance of the facilities through gift and endowed funds. William? 

55:54	William Somes: I think we're going to go to some [questions] online. Patti [Libby] has her end up. So, Patti, if you'd like to go next? 

56:02	Patricia Libby: Sure. Great. Thank you very much. So, when you're factoring into the tuition revenue that you're going to receive from each student when they're admitted here, and you're banking their credit hours and their tuition fees, and then you have some factor of attrition ... what I'm wondering about—is there any sort of analysis done for the tuition that we're expecting that we don't really receive because our students are exporting (going outside the University of Maine) to get the courses that they need, either at a community college within UMS [the University of Maine System] ... this is happening a lot with online courses, and the demand for them and the availability across the board at some of our sister campuses that are heavily online. And the reason that I bring that up—and I don't know if there's analysis that has been done to look at what that number is—but just anecdotally, I get messages from advisors at different departments all the time trying to figure out how to get their students into online courses, and just recently for just one term in one department involving four courses, the export outside of UMaine totaled—only calculating the students and in-state tuition—calculated to $68,000 in in-state tuition for these students that were going outside. Some of them probably were out-of-state students, [and] that wasn't calculated in. And I don't know how prevalent it is, but I do think it's something that we need to do an analysis on, since we're banking that revenue in the first part. And then I don't know if we're looking at what we're losing to community colleges and outside. 

57:58	Corey Watson: Yeah, and not to put Deb Allen on the spot here, but I know that her office has done quite a bit of analysis on this, and when we're looking at what we're budgeting for tuition, for credit hours—there's a lot of assumptions that go into that—but one of the assumptions that we look at is what is the average credit hour load that students take at the University of Maine versus outside of the University of Maine. And we do try to do our best guess at what that is. Now, there have been a number of changes over the last few years with respect to the free community college program and other things that have probably impacted, or had influence on, that analysis. But not to put you on the spot, Deb, but would you want to add anything to ... 

58:47	Debra Allen: And I don't have the percentage on the top of my head, but the way we build the model is based on the credits they're taking here. And what we have seen, and probably more so the last two years, is a decline in that average credit hour, which could be as Corey—as you said—could be the Early College but it's also part ... this is also feeding into as well. 

59:08	Corey Watson: Yeah, and there's also—I mean I have done a little bit of analysis with respect to UMA and USM [University of Southern Maine] looking at our students and if they take a course at another institution within the System. The System's retaining that money, but we as the campus aren't retaining that money. That money might be going to USM or UMA or another campus. But we get some of that in return, too, right? I mean, we have students at other UMS universities taking our courses, and so the more we can expand online offerings and other things, the easier it will be for those students to take advantage of UMaine courses and generate revenue in reverse. 

Deb Allen: And if it's a cross-linked course where the student ... we don't count those credit hours. 

Corey Watson: We often have a share of that revenue between the two campuses. 

Debra Allen: But we don't count those; that's not in the projection. 

Corey Watson: Yes. 

Jenny Boyden: Henri? 

Henri Akono: No, I was trying to say that we have a few questions online. 

1:00:10	William Somes: So do all Facilities and Administrative [F&A] costs from, or funds from, external grants spending in UMaine end up in our F&A indirect cost recovery pool, or is this allocated by the University of Maine System? If the latter, what determines this rate from UMS? 

1:00:32	Corey Watson: My understanding is that all of our external awards that F&A generated it is directly on this campus. We work with the Office of Research Administration to do that accounting, and that money does come here. It's part of our central E&G budget—it's that $23 million we mentioned. We do have a couple of internal allocations to the university. How we allocate that: there's an arrangement with the Advanced Structures and Composites Center, where they get a share of it. And then there's also the share that goes back to PIs [Principal Investigators] for their activity as well. 

1:01:09	Jenny Boyden: I'd say that the System involvement is at the level of the negotiated rate. So our negotiated rate of 47.7% is at a System level. So we work with the General Accounting Office, Greg Kolvoord specifically, to put together the materials that are used to submit to the federal government for the creation and acceptance of that rate. But they don't have a hand in the revenue that comes in as revenue to the University of Maine for F&A. 

Corey Watson: And I'll just add that, obviously, given our role as the R1 institution in the System, we're heavily involved in setting, you know, being involved in that rate as it's being negotiated with the federal government. 

William Somes: We're short on time, but maybe we can try to get in a few more. 

01:02:06	MJ Sedlock: Budget situations in these talks always tend to be fairly doom and gloom right now, and so I just want to ask ... you said FY27 is being balanced by the use of strategic reserves. Let's just say that in FY27, we sit here around this time next year and we find that we do have those extra 10, 50, 100 out-of-state students, or whatever it is—that enrollment's a little bit better than projected. We've accomplished this through the use of reserves, 7% cuts across the board, et cetera. What happens to that surplus, then? Does it go back to the reserves? Do departments expect to see some of their 7% come back to them? You know, what would be the plan if we don't have to cut this time of year, but there's actually a little better situation than projected? 

01:02:49	Jenny Boyden: So if we are ending FY27 with a better fiscal year without any other action, it would roll into reserves, which, I mean, we're projecting that by the end of the year, we'll have less than $5 million in unrestricted reserves. We need to build our reserves back to a more sustainable level. We also need to invest more in our capital maintenance. We need to invest more in different programs across the academic areas. So it will be a discussion. As we are able to reinvest from one-time sources—if there are things that happen in FY27 on a one-time basis, or if it's ongoing ... if it's new student enrollment that's above projections and it's ongoing ... then that will allow us to make different decisions than if it's a one-time source of funds. Brian? 

01:03:50	Brian McGill: Can you talk a little bit about tuition? Because that's obviously a huge lever, right? Enrollment times tuition is almost half the puzzle. And I know it's set by the System, and I know the System gets it from the Board of Trustees, and I know their political appointments, right? So, I understand the complexity, but we're so far below our peer institutions [that] I think we have to be having a conversation about tuition if we're going to be talking about these kinds of huge deficits and staff implications and everything else. 

01:04:17	Jenny Boyden: I agree that we have to have the conversation, and I can picture the graph—and I imagine you're picturing the graph, too—the line graph where we are far below all of the other flagship institutions in New England. I would ask, in your mind, that you flip to the next page where it shows a bar graph with a line that shows the percent of our the tuition as a percentage of our state per-capita income, where we really are in line. We're at about 18 percent of our per capita income, and that's pretty consistent. It goes from about 18 to 22, so while on a nominal dollar basis, we are far below, we are probably more in line in terms of what our state residents can afford. And that's where it starts to get a little tricky. I asked enrollment management this year. I said, "What if we went to five percent?" And there was hesitation, and we talked with our Carnegie vendor ... consultant, thank you, and the consensus was that the downward pressure on enrollment would outweigh the additional revenue from going from 4% to 5%. So it's a balancing act. I think it's a valuable conversation, and I'm happy to engage in it, but it will require the input of other experts to help us balance. 

01:05:51	William Somes: Can we go to an online question real quick? So one question is, "How are we accounting for inflation across our budget over the next few years? What specifics can you offer, especially as fuel and medical insurance costs increase significantly. 

01:06:08	Jenny Boyden: Well, medical insurance cost increases are, if you're talking about our fringe benefit rate, they're certainly part of our forecast that we're seeing go from 48.6% of the fringe benefit rate up to 53.5%. Part of that has to do with the cost of health insurance. And we are a self -insured population, so really it's the cost of the claims that we are incurring. And then the cost of fuel: fuel was one of the only items that we mapped out [indiscernible] saying, "Come back to us with a 7% reduction." There's just no way to in one year say how we would cut our fuel and electricity costs by 7%. There was no point in me going to Facilities [Management] and asking people to do that because there wasn't going to be anything they could do. So we have factored in an increase in our FY27 budget reflective of anticipated fuel and utility costs. We also have a consultant who assists us with the negotiation of those rates and when to purchase the [indiscernible] electricity and fuel. The other items in our forecast we budget based on a CPI [Cost Performance Index] that's provided by the System that is probably too low in reality. And then, in our actual budgets, most of the time there's not an increase related to inflation. It's something that is absorbed, which makes the operating budgets are just a little bit less, in all fairness. Yes. 

01:08:01	Anonymous Speaker 2: Two-part question: the first is, why do we, when we know that there's a certain amount of attrition, which we can predict, especially with a 97% acceptance rate, why do we project those losses out over four years instead of just an annual basis? And then, given that we don't have a lot of opportunity to move the lever of in -state tuition, what is the current strategy for recruiting out-of-state students? 

01:08:29	Jenny Boyden: I'll start with the second half. So, Enrollment Management is trying to focus on some of the areas where we are seeing higher applications but where we are not seeing as many matriculated students and that is the mid-Atlantic region and Texas. We're seeing a very high number of applications and admittances, but we're not seeing as many matriculate. So we're thinking if there is a person in those locations that can go to the high schools and interact and meet with people, we still see that there is value in that human interaction at that level. So that is how we're hoping to address some of the out-of-state enrollment. And then going ... can you remind me of your first question? 

01:09:13	Anonymous Speaker 2: Yeah, why projecting losses over four years instead of, when we know there's attrition, I mean [indiscernible] students we can ... we know that a certain number of students will come back after year one, especially with our high acceptance rates, why do we say that that's a cumulative four-year loss and not just build that into a year-to-year ... 

01:09:31	Debra Allen: it's actually based on the pipeline of students and our varying incoming class [indiscernible]. So we do not have the same number of students in each incoming class. So if we go from like 2,000 to 1,800, then the 2,000 graduate and we don't replace them with a class that's the same size, so we have to take into account that. So what I do is I do a continuation rate model, where I build it based on freshmen, sophomore, junior, seniors for example—what percentage are going to come back—I flow them through the four years so the reason it varies is because we have varying—really it's all about that incoming class—the varying size of that incoming class and then as they flow through. And then the other piece of it is about the first year assumptions for our in-state. It did decrease the assumption about the out years a little bit because we are starting to see ... Maine will start to get hit a bit with a drop in high school and high school graduates [indiscernible] So it's those pieces that are contributing to that on the undergraduate side. 

01:10:36	Corey Watson: And I'll just say that that graph that was up there—that example that I did of the hundred ... that was an overly simplified version of ... as Deb explained, we do have the understanding built into the model itself that we will lose students kind of at the second year, third year, fourth year. 

01:10:57	Anonymous Speaker 2: Okay. Follow-up on the out-of-state recruitment plan: I'm wondering why we're putting our efforts into targeting students from states where applications are high but actual matriculation is low, rather than growing areas in the market where we know students are coming... you know, out-of-state students from say, the upper Midwest who are in environmental sciences where we know we have a high success rate but maybe a small application rate, increasing numbers of applicants. 

01:11:28	Jenny Boyden: I think we have someone in the upper Midwest. I was thinking of the new places where we're hoping to put someone so we still have a focus in the upper Midwest and are not looking to take away from that. I know that Enrollment Management also purchases the pools of students who have expressed interest in certain areas so that they can directly market to them. So that is also an area that we focus on. Yes. 

01:11:59	William Somes: Another question online: "How have the ... how is the growth in administrative positions tracked in relation to the dwindling number of faculty, and how do these changes align with the Strategic Re-Envisioning plan?" 

01:12:14	Jenny Boyden: We have a request from FIPC [Finance and Institutional Planning Committee of the Faculty Senate] to update the staffing information that we provided last year, so that is something that is on my radar to be updated. Yes. 

01:12:32	Diane Rowland: Thank you both. This was really helpful. I'm sure I missed it, but in your designated funds, and I'm [indiscernible] ... MAFES and Cooperative Extension. You had state-mandated funds. Where do the federal capacity funds, which are not true grants, right? They're something we get every year allocated from the federal side, which is roughly $8 to $9 million. What bucket does that end? 

Jenny Boyden: It could be in a restricted... 

01:13:01	Corey Watson: Yeah, I would consider them restricted. I would say that the fund, your fund, twelve, which is our E&G contribution match, would be our designated. And then the federal portion would be restricted. Even though they don't operate exactly like a grant, they're restricted to that specific purpose, and they're governed by all the federal laws and policies around that money. 

01:13:22	Diane Rowland: And since those are known, then that's not as much of a guess as the other sources of restricted funds? 

01:13:35	Jenny Boyden: There are other restricted funds that are more ... I don't want to say a guess, but ad hoc. Like, as someone applies for and receives a grant, those are not always known at a point in time where ... 

01:13:50	Corey Watson: And we do budget your restricted funds and the same thing with Cooperative Extension. Like, we know what that appropriation is and we budget for it every year. We don't do that with grants and contracts, which is you know something that I know Cole and I would love to do. Because right now, if you go and look at a grant and our financial system, you can see the budget for the life of the grant, but you can't annualize that very well. And so it makes it hard to really understand what we're spending. And just to go back to last year when we were dealing with all the federal conflicts with funding, it was very hard to determine like, if all the federal funding got paused, how much money do we need to come up with for that month or that few months to make sure we can cover the people who are getting paid under those funds. We don't necessarily have a way to easily pull that information. We were able to get to sort of an estimate, but because we don't annually budget those, it's been a challenge. And so we're working on some potential strategies now on how we can maybe make that better. 

Diane Rowland: Yeah, I think you got at my question [indiscernible] 

01:15:03	William Somes: We have one more question online, and thank you for hanging out here a little bit longer with us. Question is, "Under the current budget model, units bear the full cost of overloads to offer additional course sections, but don't see the associated credit hour revenue, creating a disincentive to expand capacity even when significant demand exists. Does the university plan to explore incentive structures that better align unit level costs and revenues to encourage credit hour growth even just by covering that unit level expense? 

01:15:42	Jenny Boyden: I know this is an area that people have a lot of interest in. We don't currently budget that way. We budget for all the revenues to come in centrally to support the university as a whole, because we do have programs that don't cover costs. We would be closing programs that forward our land, sea, space grant mission if that was how we operated. We would be closing programs that make us a comprehensive university if we required all components of programs to be able to produce revenue to cover their costs. So the way this university and this university System has budgeted is with the revenues coming in centrally to support the costs across the university. Again, I want to say thank you all for inviting us to come talk. And as you think about what we talked about today, or what we didn't talk about that you wanted us to, please let us know and we are happy to do more of these. 

William Somes: Thank you. 
