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Appendix to Academic Freedom and Tenure: University of Southern Maine
Analysis of the Financial Situation of 

the University of Maine System and the University of Southern Maine

Outline
1. University of Maine system

a. Financial ratio analysis of University of Maine system

b. Bond ratings of the University of Maine system

c. The state of Maine (income, unemployment, demographics, percent with degrees)

d. Revenue analysis of the University of Maine system—focus on the state appropriation
e. Predicting 2015, 2016, and 2017

f. Full analysis of enrollment and tuition income

g. Expense analysis 

2. Financial analysis of the University of Southern Maine

a. Ratio analysis

b. Revenue analysis 

c. Expense analysis 

d. Number of faculty over time

e. Savings from layoffs

f. Class size

g. Degrees conferred and graduation rates

3. Conclusions 

1. University of Maine system

1a. Financial ratio analysis of University of Maine system
The chart below reports the system’s overall balance sheet (“Statement of Net Position”) going back to 2002. These data do not prove that the University of Maine system is doing well financially; they demonstrate that assets are much larger than liabilities. We find that (1) assets are growing over time and (2) net assets (assets less liabilities) are growing over time, both in dollars and as a percentage of total assets. We will focus on how much of the $877 million of net assets represents true reserves and how much can be used to offset any alleged financial shortfalls going forward. We go back to 2002, as that was the first year that the Maine system adopted the new standards of the Government Accounting Standard Board (GASB).
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Total	Net	Assets 455 476 513 555 588 632 641 652 707 787 825 850 877
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Total	Assets 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
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Total	Net	Assets 65% 66% 65% 67% 64% 64% 63% 65% 67% 69% 70% 71% 73%


The graph below tells the story:
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The next level is to analyze the net assets: how much are true reserves, and how much the system should have to remain financially viable.

Net assets are broken down into four components:

1. Net investment in capital assets: Represents the historical cost of the system’s capital assets reduced by total accumulated depreciation and outstanding principal balances on debt attributable to the acquisition, construction, or improvement of those assets. These data tell us nothing about the financial health of a university. Why not? Because the university is not going to sell its buildings, which are needed for operations. They do not count toward reserves.
2. Restricted nonexpendable: Represents the system’s permanent endowment funds. These are typically gifts whose principal cannot be spent. They also do not count toward reserves.
3. Restricted expendable: This category of net position is restricted for a wide variety of purposes, including student financial aid, capital asset acquisitions, research, and public service. This is money set aside for a specific purpose, and there are firm contracts and commitments. Though these funds cannot be used for faculty salaries, the bond rating agencies include these in the computation of total reserves, as it is important to have money set aside to pay off debt or pay for future scholarships. It demonstrates that major future needs of the system are covered. These funds will count toward reserves.
4. Unrestricted: 

Definition per University of Maine system: “This net position category is not subject to externally imposed stipulations; however, these resources are critical for the financial stability of the System and have been designated for specific areas, including operational and capital needs, operating investment and other budget fluctuations, and benefits costs including covering the risks associated with self-insured plans. Given both the physical and financial size of the University of Maine System, funds must be readily available to cover various situations including emergency expenditures, strategic priorities, operating losses, over-expenditures on capital or other projects, and benefits costs.” 

Interpretation: The administration avers that these commitments are firm; if the commitments were irreversible and firm, however, the external auditors would not include them in the unrestricted category—they would be in the restricted expendable category. It is not the case that all of this category can and should be spent; however, the amount in this category represents cash or access to cash, and we will examine what a safe level of unrestricted reserves represents. Reserves clearly are there to be used for unexpected and temporary declines in revenues, or unexpected increases in expenses. The issue with the University of Maine system is how much of a problem exists and what level of reserves is prudent to keep. This category definitively counts toward reserves. 
The graph below shows reserves in the public-university sector. The two categories that “count” toward final reserves are restricted expendable net assets and unrestricted net assets.
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The table below breaks down net assets for the Maine system over time.
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Restricted	

Expendable

$81 $69 $82 $89 $99 $111 $97 $85 $86 $95 $93 $100 $110

Unrestricted $46 $58 $57 $60 $62 $76 $77 $84 $128 $166 $177 $183 $179

Total	Net	Assets $455 $476 $513 $555 $589 $632 $641 $652 $707 $787 $825 $850 $877


As we can see, the largest category is monies invested in capital assets. This $532 million does not tell us anything about the financial health or financial freedom of the Maine system.

To determine the amount of true reserves, we add the restricted expendable and the unrestricted categories. The results are shown in the table and graph below.
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There has been incredible growth in unrestricted reserves over the last several years, which has led to the high bond ratings that the system has earned. It is also the main reason why the system is deemed to be in such strong financial condition. 

Note on the endowment: The above reserve figures are independent (they do not include) the reserves of the endowment. As of June 30, 2014, the endowment had over $213 million in reserves, most of which are invested in stocks and bonds. The system certainly cannot spend the endowment or these reserves, but they are another indication of financial freedom and flexibility.

The graph of reserves above stands in contrast to the series of graphs that the system administration reported to the Wall Street Journal (January 6, 2015).

The Wall Street Journal graphs below support the administration’s position on financial trouble.
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The Wall Street Journal graphs are based on the future. In essence, the administration is alleging that there will be future budget deficits.

What is a budget deficit? It is an estimate that future revenues will be less than future expenses. These are purely estimates and do not represent what has actually happened.

The graph of the growth in reserves represents the system’s current condition, and what has occurred over the last several years—a tremendous increase in reserves, especially in unrestricted reserves. Later we will examine individual revenues and expenses. However, it is very unlikely that such significant growth in unrestricted reserves could be followed by years of deficits. In addition, the deficits are simply the administration’s predictions of the financial future, which are unaudited by external accountants. If the future is so bleak, then why do the outside bond rating agencies give the University of Maine system such high ratings? We will examine these ratings in detail.

To determine how large the reserves are, we need context. Two ratios are used to determine if reserves are significant in size:

1. Primary reserve ratio = reserves/annual operating expenses

2. Viability ratio = reserves/debt

The primary reserve ratio tells us the following: If all the revenues from tuition, grants, contracts, and the state stopped coming in, how long could the system continue to pay its employees and keep the lights on? This ratio is recorded in percentage terms, which is then converted to a number of months. In fact, anything over three months is considered solid.

Technical note on reserves: In the document titled University of Maine System and Component Unit Core Financial Ratios and Composite Financial Index University of Maine System Office of Finance and Treasurer, January 2014, the system administration calculates the primary reserve ratio. However, the administration uses a more expansive definition of reserves than this committee used in its analysis. The amount for reserves is actually higher in this document than we believe is appropriate. For example, in 2013, the system office reported total reserves of $325 million; we are using the sum of restricted expendable and unrestricted net assets, for a total of $283 million. That is a difference of $42 million. Why the difference? The system office used some restricted nonexpendable net assets as part of reserves. We believe that since “nonexpendable net assets” represents donations whose principal cannot be spent, these should not count toward total reserves. In short, we are being more conservative and using a lower amount for total reserves than the University of Maine System Office.

Specific Ratios Analyzed
This analysis uses four ratios, listed below, to describe the financial condition of the University of Maine system. These ratios are outlined in the AAUP’s 2013 report The Role of the Faculty in Conditions of Financial Exigency. The four ratios are weighted and combined for an overall ratio score indicative of the institution’s financial strength.

1. Primary reserve ratio: Are there sufficient reserves in relation to operating expenses? This is by far the most important ratio to describe financial health.
2. Viability ratio: Does the institution have too much debt?

3. Net income ratio: Are revenues in line with expenses?

4. Cash-flow ratio: Is the institution generating sufficient cash flows?

In the primary reserve ratio the numerator is reserves and the denominator is total operating expenses.
Below is the primary reserve ratio for the University of Maine system over the past dozen years:
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Total	Reserves $127 $127 $139 $149 $161 $187 $174 $168 $214 $261 $269 $283 $289

Total	Expenses $498 $528 $552 $563 $591 $605 $642 $647 $648 $667 $672 $673 $675

Primary	Reserve	

Ratio 26% 24% 25% 26% 27% 31% 27% 26% 33% 39% 40% 42% 43%


What does the 43 percent indicated for 2014 reveal?

· It is the best primary reserve ratio for the University of Maine system in the last fourteen years.
· It shows that the University of Maine system has 5.1 months of expenses in reserves.

· Per the chart below, 33 percent or four months is considered good, and the 2014 ratio is well above that level.

·  If the Maine system had three months of reserves, then total reserves would be $169 million. So the system has a total of $120 million in reserves above the solid level.

· Does this mean that the system can now spend $120 million? Certainly not, but it does indicate some financial freedom and flexibility. The graph below puts the primary reserve ratio in context.
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· The improvement in the primary reserve ratio is clear; it is the main basis for the strong bond rating, as well as for the investigating committee’s conclusion regarding the system’s financial strength.
· By 2014 the rating is in the very good range.

· Let’s say that the reserve ratio was only 33 percent, which is still a good level. 
· 33 percent of the 2014 operating expenses of $675 million = $236 million.
· Existing reserves are $289 million.
· Therefore, the Maine system has $53 million in reserves above a good level.
· This tells us that the system as a whole is not in any financial trouble; in fact, if there is any trouble in the future, the system has a cushion of $53 million. This does not imply that the $53 million should be spent; however, the deficit for 2015–16 has been portrayed by the administration as $11 million in the system’s 2014–15 budget. If there is a 2015–16 deficit, it can clearly be handled with existing reserves. As this analysis will demonstrate, if reserves are not touched, and if cuts have to be made, they should come from the noncore academic mission.

The argument concerning reserves can be summarized as follows:

· The University of Maine system has built up very strong reserves, with tremendous growth in reserves over the last several years.
· Any claim of financial trouble is based on unsupported and unaudited predictions of future deficits.
· The system has sufficient reserves to deal with any short-term deficits.
· If the administration insists on leaving reserves as they are (at a very high level), then any cuts should come not from the core academic mission but from administrative costs.
Let’s go back to ratio analysis, and the second ratio, the viability ratio, in which the numerator is reserves and the denominator is debt.
Below is the viability ratio for the University of Maine system over the past dozen years:
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Total	Reserves $127 $127 $139 $149 $161 $187 $174 $168 $214 $261 $269 $283 $289

Debt $131 $128 $147 $142 $196 $222 $216 $209 $203 $197 $190 $182 $168

Viability	Ratio 97% 99% 95% 105% 82% 84% 81% 80% 105% 133% 142% 156% 172%


This table shows us the following:

· The growth in reserves is not matched by the growth in debt.
· The level of debt at the end of 2014 is the lowest level of debt since 2005.

· The system has not borrowed any new money since 2007. This is not to suggest that the system should borrow money today. It does indicate, however, that the system is in very solid condition, as indicated by a low level of debt. Organizations with strong reserves and low levels of debt do not need to lay off employees.

· The viability ratio in 2014 of 172 percent is the highest in the last thirteen years, as is true of the primary reserve ratio (the highest in thirteen years).
· Conclusion: The level of debt is very low.

The graph below reports how the level of reserves is moving when compared to the level of debt:
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The graph below puts the viability ratio in context:
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In the third ratio, net asset ratio, the numerator is change in net assets, or total revenues minus total expenses, and the denominator is total revenues. Again, a graph shows us the net asset ratio for the University of Maine system for the past dozen years:
[image: image13.emf]2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Total Revenues $505.6 | $552.7 | $592.8 | $608.9 | $630.2 | $653.6 | $660.6 | $666.6 | $712.7 | $755.4 | $718.4 | $707.7 | $707.5
Total Expenses $502.4 | $531.7 | $555.6 | $567.4 | $596.3 | $610.3 | $651.2 | $656.4 | $657.0 | $675.3 | $680.5 | $680.6 | $680.7
Change in Net Assets $3.2 $21.0 $37.2 $41.5 $33.9 $43.3 $9.4 $10.2 $55.7 $80.2 $38.0 $27.2 $26.9
Net Asset Ratio 0.6% 3.8% 6.3% 6.8% 5.4% 6.6% 1.4% 1.5% 7.8% 10.6% 5.3% 3.8% 3.8%










2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
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· Any percentage above 5 percent is considered outstanding for this ratio, and the chart below shows how strong this ratio has been over time.

· There has been a slight decline in 2013 and 2014, but the ratio is still in a very positive range.

· The positive change in net assets is why reserves have built up so impressively over the last decade.
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Overall, it is clear that through the end of 2014, revenues have exceeded expenses for the University of Maine system. Does this excess is also hold true for cash flows?

What is the difference between the change in net assets and cash flows?

· The change in net assets = total revenues − total expenses for the year. Total net assets (some of which are reserves) get built up if the change in net assets is positive.
· From the change in net assets, we add back depreciation expense and other noncash expenses.
· From the change in net assets, we add or subtract paper gains on investments. 
· The result is operating cash flows. Operating cash flows include all cash coming in, less all cash going out for recurring items.
In the fourth ratio, cash flow ratio, the numerator is operating cash flows and the denominator is total revenues. A graph shows us the operating cash flows for the University of Maine system for the past dozen years:
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Operating	Cash	Flows $32.4 $16.9 $23.6 $16.2 $16.0 $20.7 $29.0 $28.5 $48.7 $51.3 $49.3 $19.3 $21.2

Total	Revenues $505.6 $552.7 $592.8 $608.9 $630.2 $653.6 $660.6 $666.6 $712.7 $755.4 $718.4 $707.7 $707.5

Cash	Flow	Ratio 6.4% 3.1% 4.0% 2.7% 2.5% 3.2% 4.4% 4.3% 6.8% 6.8% 6.9% 2.7% 3.0%


In general, any cash-flow ratio above 5 percent is considered excellent.

The main conclusion here is that the University of Maine system is generating significant excess cash flows every year, which can be used to

· Pay off debt,
· Support new initiatives, both capital and operational, and
· Fend off any future shortfalls. 
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The cash-flow ratio is off-the-charts high in 2002, and also from 2010 to 2012. Though the ratio is lower in 2014, note that it is still in the “good” range, and the system generated over $21 million in excess cash flows in 2014.
Technical note on operating cash flows:

According to the Association’s report on financial exigency, operating cash flows are derived as follows:

Cash flows from operations

+ Cash flows from noncapital financing (mostly the state appropriation)

− Cash paid for interest

= Operating cash flows

The bond rating agencies do not subtract out cash paid for interest in this calculation, but we believe our more conservative reporting of operating cash flows (which always leads to a lower amount) is more appropriate, as interest is a cash cost that must be paid every year.

Putting it all together: Summary of the four main ratios

We can summarize the four ratios and the weighting of each one as follows:
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Ratio Numerator Denominator Weight	in	Formula

Primary	Reserve Total	Reserves Annual	Expenses 45.0%

Viability Total	Reserves Debt 22.5%

Net	Asset

Change	in	Net	Assets

Total	Revenues 12.5%

Cash	Flow

Operating	Cash	Flows

Total	Revenues 20.0%

Ratio

Poor/Below	Average:	

Score	of	0	or	1

Average:	Score	of	

2	or	3

Very	good/Excellent:	

Score	of	4	or	5

Primary	Reserve Less	than	15% 15%	to	40% More	than	40%

Viability Less	than	30% 30%	to	100% More	than	100%

Net	Asset 0	or	Negative 1%	to	3% 3%	and	above
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Here are the scores for the University of Maine system from 2002 to 2014:
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Net Asset Ratio 0.6% 3.8% 6.3% 6.8% 5.4% 6.6% 0.6% 3.8% 6.3% 6.8% 5.4% 6.6% 1.4%
Cash Flow Ratio 6.4% 3.1% 4.0% 2.7% 2.5% 3.2% 4.4% 4.3% 6.8% 6.8% 6.9% 2.7% 3.0%
Primary Reserve Ratio 3.52 3.43 3.51 3.56 3.59 3.74 3.59 3.54 3.82 4.06 4.10 4.18 4.21
Viability Ratio 3.43 3.48 3.36 3.53 3.06 3.10 3.02 3.01 3.53 3.72 3.78 3.87 3.98
Net Asset Ratio 2.13 3.90 5.00 5.00 4.69 5.00 2.13 3.90 5.00 5.00 4.69 5.00 2.71
Cash Flow Ratio 5.00 3.53 3.99 3.33 3.27 3.58 4.20 4.13 5.00 5.00 5.00 3.36 3.50
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Primary	Reserve	Ratio

26% 24% 25% 26% 27% 31% 27% 26% 33% 39% 40% 42% 43%

Viability	Ratio 97% 99% 95% 105% 82% 84% 81% 80% 105% 133% 142% 156% 172%

Net	Asset	Ratio 0.6% 3.8% 6.3% 6.8% 5.4% 6.6% 0.6% 3.8% 6.3% 6.8% 5.4% 6.6% 1.4%

Cash	Flow	Ratio 6.4% 3.1% 4.0% 2.7% 2.5% 3.2% 4.4% 4.3% 6.8% 6.8% 6.9% 2.7% 3.0%

Primary	Reserve	Ratio 3.52 3.43 3.51 3.56 3.59 3.74 3.59 3.54 3.82 4.06 4.10 4.18 4.21

Viability	Ratio 3.43 3.48 3.36 3.53 3.06 3.10 3.02 3.01 3.53 3.72 3.78 3.87 3.98

Net	Asset	Ratio 2.13 3.90 5.00 5.00 4.69 5.00 2.13 3.90 5.00 5.00 4.69 5.00 2.71

Cash	Flow	Ratio 5.00 3.53 3.99 3.33 3.27 3.58 4.20 4.13 5.00 5.00 5.00 3.36 3.50

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Fichtenbaum-Bunsis	

Composite	Score

3.62 3.52 3.76 3.69 3.54 3.72 3.40 3.59 4.14 4.29 4.28 4.05 3.83


To put these scores in context:
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1b. Bond ratings of the University of Maine system
These scores are very strong and correspond to the system’s high bond rating.

Standard & Poor’s offered the following rationale in giving the University of Maine system a bond rating of AA−, the fourth-highest of its twenty-four rating categories:

Standard & Poor’s Ratings Services has assigned its “AA–” long-term rating to the University of Maine System’s (UMS or the system) $67.09 million series 2013 refunding revenue bonds. At the same time, Standard & Poor’s affirmed its “AA−“ long-term rating and “AA−“ underlying rating (SPUR) on UMS‘ revenue debt, as well as its “aa−“ stand-alone credit profile rating on UMS. The outlook on all long-term ratings is stable. 

UMS, in our view, is characterized by strong governance and management, fairly stable student demand, student quality that is slightly better than national averages, competitively priced tuition, good financial performance, and adequate financial resources for the rating with manageable debt and a low maximum annual debt service (MADS) burden. It is our view that the board of trustees, as well as senior management, is conservative in their policies and budgeting. In addition, state appropriations, while subject to minor fluctuation, have been relatively constant over time. With an emphasis on cost management, UMS has been able to produce solid operating surpluses. In our view, primary risk factors include the state’s limited economy and an unfavorable demographic trend for college-bound high school seniors in addition to strong competition for students from other New England–based colleges and universities. 

The ratings also reflect our assessment of the system’s

·  Strong governance and management practices employing benchmark comparisons of financial performance metrics and controlling cost to produce recurring full accrual-based operating surpluses;
·  Relatively stable current student demand with a total full-time equivalent (FTE) enrollment of 22,993 in fall 2012 compared with a five-year average annual enrollment of 23,371 although there has been a slight downward bias since the Great Recession; 
·  Sound revenue diversity with tuition and fees accounting for 38% of adjusted operating revenue followed by state operating appropriations at 28%, grants and contracts at 23%, and auxiliary operations at 12% without attempting to control for rounding error; 
·  Historically stable operating appropriations from Maine (AA/Stable) with a 10-year average increase in appropriation of 1.1% and occasional capital support from state-authorized and issued borrowing that doesn’t require reimbursement from the system for debt service;
·  Adequate financial resources for the rating with fiscal 2012 adjusted unrestricted net assets to pro forma debt of 93.5% although adjusted unrestricted net assets are somewhat less favorable on an adjusted operating expense basis at 26.6%; and 
·  Manageable debt levels, with current debt service burden based on MADS of 2.8% of operating expenses. 
The summary from Fitch, which gives the system a rating of AA−, also the fourth-highest of its twenty-four rating categories, cites the following supporting factors:

HEALTHY FINANCIAL PROFILE: The “AA−“ rating primarily reflects the system’s history of positive operating performance on a full accrual basis, satisfactory liquidity levels relative to operating expenses and long-term debt, and manageable leverage position. 

INTEGRAL ROLE IN STATE HIGHER EDUCATION: The system maintains an essential role in the delivery of public four-year higher education throughout the state of Maine (GO bonds rated “AA” with a Stable Outlook by Fitch), leading to healthy levels of state support for capital projects and operations. 

STRONG LEADERSHIP TEAM: The leadership teams at the system and institutional levels appear well-prepared to deal with demographic-related challenges while continuing to balance financial performance with the system’s commitment to maintaining affordability and accessibility. 

MANAGEABLE DEBT BURDEN: UMS’s pro-forma maximum annual debt service (MADS) consumes a relatively low portion of unrestricted operating revenues and is regularly covered by at least 2.6x from net operating income. Further comfort is provided by the structure of UMS’s debt portfolio, with all bonds in fixed-rate mode and on a rapid amortization schedule. 

RATING SENSITIVITIES 

PRESSURED REVENUE STREAMS: The rating is sensitive to shifts in student demand and state funding, which regularly drive the majority of operating revenues and support UMS’s ability to service its debt.

Bottom line of ratio analysis
As confirmed by the outside credit rating agencies, the University of Maine system is in strong financial condition. The outside confirmation of our analysis is critical; the system has strong reserves, manageable debt, and strong operating surpluses and cash flows. The rating agencies cite all of these factors as justifications for the strong bond rating.

Given these strengths through the end of fiscal 2014, it is clear to this committee that layoffs are not appropriate for an organization with this type of financial profile.

1c. The state of Maine (income, unemployment, demographics, percent with degrees)
It has been argued that Maine is a very poor state, with high unemployment and an aging population. The data below will examine these claims.

Per capita income
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Household income
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Source: American Community Survey, 2014

Maine is slightly below the US average for both per capita income and average household income. The claim that Maine is a poor state is not accurate. Maine is the poorest New England state, but it is certainly not among the poorest states in the country.

Unemployment rate
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Source: Bureau of Labor Statistics, January 2015

Maine actually has a lower unemployment rate than several New England states, and is right in the middle of the country at 5.5 percent.

In terms of educational attainment (percentage of adults with a bachelor’s degree or higher), Maine is just below the national average:
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Population statistics 
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The entire US population is aging:
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Mitchell Institute Report on College-Going in Maine (July 31, 2014)
(The Mitchell Institute’s mission is to increase the likelihood that young people from every community in Maine will aspire to, pursue, and achieve a college education. Every year, a Mitchell Scholarship is awarded to a graduating senior from each of the 130 public high schools in Maine.)

Results of the Mitchell Institute report:

· College-going has remained stable at just above 60 percent in recent years, coinciding with an increase in high school graduation rates from 80 percent in 2009 to 86 percent in 2013.
· Freshman- to sophomore-year persistence rates indicate that 83 percent of Maine students who enrolled in college after graduating from high school in 2011 returned for a second year.
· College graduation, measured as the proportion of college enrollees who complete a degree within 150 percent of normal program time—six years for a bachelor’s degree or three years for an associate degree—increased from 52 percent in 2012 to 56 percent in the 2013.
In 2013 the Center for Education Policy, Applied Research, and Evaluation at the University of Southern Maine conducted a full review of the situation of students in Maine. This group is a nonpartisan research institute funded by the Maine Legislature and the University of Maine system. The report, titled College Participation Rates of Maine’s Recent High School Graduates: Examining the Claims, tests several assertions or public perceptions, among them the following: 
1. Too few of Maine’s high school graduates go on to college.  
2. Most higher-achieving students leave Maine to go to college.  
3. Too many college freshmen have to take remedial courses.  
4. Many students who go on to college drop out at the end of their first year.  
The evidence shows the situation to be considerably more complex. The report’s findings with regard to each of the four assertions or perceptions are as follows:
1. Too few of Maine’s high school graduates go on to college.  
a. Approximately six out of ten high school graduates enrolled in a college or university, and 90 percent of those who started college enrolled full-time. Approximately 40 percent did not enroll in college, a rate that has been fairly consistent over the last two decades.
b. Since the US Department of Labor reports that over 90 percent of the fastest growing jobs will require some type of postsecondary education or training, this claim has some truth, but the authors of the Mitchell Institute report believe the data are not compelling.
2. Most higher-achieving students leave Maine to go to college.  
a. 70 percent of Maine high school graduates enroll in state, 30 percent out of state.
b. Of the Maine students enrolling at in-state colleges, one-third enroll in the University of Maine system, one-quarter in community colleges, and the remainder in private institutions.
c. Looking at SAT scores, Maine students who leave the state have higher SAT scores than those who remain, but students who come to Maine from out of state also have higher SATs, so the trend is not limited to Maine.

3. Too many college freshmen in Maine have to take remedial courses.  
a. The overall remedial rate for full-time students is 9 percent, much lower than believed.
b. The rate is 1 percent at the University of Maine at Orono and 27 percent at the University of Maine at Presque Isle.
c. Overall, this claim is not entirely true.
4. Many students who go on to college drop out at the end of their first year.  
a. The one-year persistence rate is 84 percent, so 16 percent drop out after one year.
b. This 84 percent rate is 10 to 20 percent higher than similar institutions nationwide, so Maine does better than other states in this regard.
In the 2014–15 budget from the system office, the following statement is made: “Maine’s 15 to 24 year old population will decline 19.5 percent between 2010 and 2020.” No source is cited for this information, which is simply stated as a fact in the discussion of enrollment. The AAUP investigating committee was unable to find a reliable source for this claim, which several news outlets, such as the Wall Street Journal, repeated without citation. 
What do we learn from these studies and other income and demographic information about the state of Maine?

· Maine is not a poor state; Maine is poor when compared to Connecticut, but not when compared to all fifty states.
· Maine has an unemployment rate in line with that of the rest of the nation.

· Maine is an older state in terms of demographics, but it is not the oldest state in the country. It is likely that the number of high school students eligible for college in Maine is declining, but the degree to which this is occurring is not clear.

· Maine high school students are going to college at an increasing rate.
· Once in college, Maine high school students are graduating at a solid rate.
1d: Revenue analysis of the University of Maine system—focus on the state appropriation

Revenues for 2002 to 2014 (in millions of dollars) 
[image: image26.emf]2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
Tuition, Residence,
Dining Fees $134.6 ($145.7 | $159.4 | $169.3 [ $186.7 | $199.7 | $215.2 ($234.6 [ $236.3 | $238.7 | $241.4 | $246.8 | $243.4
Grants and Contracts $113.6($122.4|5134.0|5135.4|5134.1|$135.3 | $135.8 | $137.6 | $156.4 | $168.6 | $161.9 | $146.1 | $142.1
Recovery of Indirect Costs $10.8 | $11.5 | $12.9 | $13.5 | $14.0 | $13.6 | $14.5 | $14.1 | $15.2 | $17.2 | $16.1 | $15.0 | $13.8
Educational Sales/Services | $51.2 | $59.9 | $37.7 | $26.5 | $31.4 | $30.1 | $33.0 | $30.5 | $32.4 | $31.4 | $31.3 | $31.8 | $32.3
Other auxiliary enterprises $0.0 $0.0 | $22.9 | $30.5 | $29.1 | $27.2 | $29.8 | $30.5 | $29.3 | $27.9 | $25.8 | $23.9 | $21.6
State Operating
Appropriation $176.4(5173.1|5172.1|5179.9|$184.7 | $192.1 | $200.7 | $193.9 | $190.1 | $195.3 | $197.7 | $194.4 | $198.3
State Appropriation - Fed
Stimulus $0.0 | $0.0 [ $0.0 [ $0.0 [ $0.0 [ $0.0 [ $0.0 | $6.6 | $7.2 | $6.5 | $0.1 | $0.0 | S0.0
Investment /
Endowment Income -$0.5 | $12.0 | $17.1 | $14.6 | $17.7 | $26.5 | $1.3 |-$19.8 | $20.2 | $29.9 [ $3.0 | $23.0 | $32.1
State Capital $3.0 | $11.5 | $20.7 | $18.4 | $12.5 | $10.1 [ $9.0 | $9.4 | $6.9 | $4.1 | $55 | $6.1 | $1.9
Gifts $15.7 | $15.9 | $16.4 | $20.4 | $17.3 | $21.4 | $21.6 | $30.2 | $19.5 | $35.8 | $35.7 | $20.6 | $22.1
All Other Revenues $0.7 | $0.7 | -S0.5 [ $0.3 | $2.8 | -$2.3 [ -S0.3 | -S1.1 | -S0.6 | -S0.1 | -S0.0 | $0.0 | $0.0
Total Revenues $505.6 [ $552.7 | $592.8 | $608.9 | $630.2 | $653.6 | $660.6 | $666.6 | $712.7 | $755.4 | $718.4 | $707.7 | $707.5










2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Tuition,	Residence,	

Dining	Fees

$134.6$145.7 $159.4 $169.3 $186.7 $199.7 $215.2 $234.6 $236.3 $238.7 $241.4 $246.8 $243.4

Grants	and	Contracts $113.6$122.4 $134.0 $135.4 $134.1 $135.3 $135.8 $137.6 $156.4 $168.6 $161.9 $146.1 $142.1

Recovery	of	Indirect	Costs

$10.8 $11.5 $12.9 $13.5 $14.0 $13.6 $14.5 $14.1 $15.2 $17.2 $16.1 $15.0 $13.8

Educational	Sales/Services	

$51.2 $59.9 $37.7 $26.5 $31.4 $30.1 $33.0 $30.5 $32.4 $31.4 $31.3 $31.8 $32.3

Other	auxiliary	enterprises

$0.0 $0.0 $22.9 $30.5 $29.1 $27.2 $29.8 $30.5 $29.3 $27.9 $25.8 $23.9 $21.6

State	Operating	

Appropriation

$176.4$173.1 $172.1 $179.9 $184.7 $192.1 $200.7 $193.9 $190.1 $195.3 $197.7 $194.4 $198.3

State	Appropriation	-	Fed	

Stimulus

$0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $6.6 $7.2 $6.5 $0.1 $0.0 $0.0

Investment	/	

Endowment	Income -$0.5 $12.0 $17.1 $14.6 $17.7 $26.5 $1.3 -$19.8 $20.2 $29.9 $3.0 $23.0 $32.1

State	Capital $3.0 $11.5 $20.7 $18.4 $12.5 $10.1 $9.0 $9.4 $6.9 $4.1 $5.5 $6.1 $1.9

Gifts $15.7 $15.9 $16.4 $20.4 $17.3 $21.4 $21.6 $30.2 $19.5 $35.8 $35.7 $20.6 $22.1

All	Other	Revenues $0.7 $0.7 -$0.5 $0.3 $2.8 -$2.3 -$0.3 -$1.1 -$0.6 -$0.1 -$0.0 $0.0 $0.0

Total	Revenues $505.6$552.7 $592.8 $608.9 $630.2 $653.6 $660.6 $666.6 $712.7 $755.4 $718.4 $707.7 $707.5


Source: audited financial statements

2014 revenue distribution
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As this figure shows, the largest revenue source is tuition. The state appropriation is the second-largest source, at 28 percent of total revenues. The University of Maine system also enjoys a diversity of other revenue sources, which was one of its strengths noted by the bond rating agencies. Contrast this with the private university sector where, for many small and medium-sized private universities, tuition and student fees are 80–90 percent of total revenues.

Different components of the state appropriation over time

[image: image28.emf]2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 | 2014

State Operating $176.4 | $173.1 | $172.1 | $179.9 | $184.7 | $192.1 | $200.7 | $193.9 | $190.1 | $195.3 | $197.7 | $194.4 |$198.3
Fed Stimulus $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $6.6 $7.2 $6.5 $0.1 $0.0 $0.0
State Capital $3.0 $11.5 $20.7 $18.4 $12.5 $10.1 $9.0 $9.4 $6.9 $4.1 $5.5 $6.1 $1.9
Total State Support $179.4 | $184.5 | $192.8 | $198.3 | $197.2 | $202.2 | $209.7 | $209.9 | $204.1 | $206.0 | $203.2 | $200.6 |$200.2

2002 to | 2003 to | 2004 to | 2005 to | 2006 to | 2007 to | 2008 to | 2009 to | 2010 to | 2011 to | 2012 to | 2013 to
Dollar Change 03 04 05 06 07 08 09 10 11 12 13 14
State Operating -$3.3 -$0.9 $7.8 $4.8 $7.4 $8.6 -$6.8 -$3.8 $5.2 $2.3 -$3.2 $3.8
Fed Stimulus $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $6.6 $0.6 -$0.6 -$6.5 -$0.1 $0.0
State Capital $8.4 $9.3 -$2.4 -$5.9 -$2.4 -$1.1 $0.5 -$2.6 -$2.8 $1.3 $0.7 -$4.2
Total State Support $5.1 $8.3 $5.4 -$1.1 $5.0 $7.5 $0.2 -$5.8 $1.9 -$2.8 -$2.6 -$0.4

2002 to | 2003 to | 2004 to | 2005 to | 2006 to | 2007 to | 2008 to | 2009 to | 2010 to | 2011 to | 2012 to | 2013 to
Percent Change 03 04 05 06 07 08 09 10 11 12 13 14
State Operating -1.9% | -0.5% 4.5% 2.7% 4.0% 4.5% -3.4% | -2.0% 2.8% 1.2% -1.6% 2.0%
Total State Support 2.8% 4.5% 2.8% -0.5% 2.5% 3.7% 0.1% -2.8% 0.9% -1.4% | -1.3% | -0.2%










2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

State	Operating $176.4 $173.1 $172.1 $179.9 $184.7 $192.1 $200.7 $193.9 $190.1 $195.3 $197.7 $194.4 $198.3

Fed	Stimulus $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $6.6 $7.2 $6.5 $0.1 $0.0 $0.0

State	Capital $3.0 $11.5 $20.7 $18.4 $12.5 $10.1 $9.0 $9.4 $6.9 $4.1 $5.5 $6.1 $1.9

Total	State	Support $179.4 $184.5 $192.8 $198.3 $197.2 $202.2 $209.7 $209.9 $204.1 $206.0 $203.2 $200.6 $200.2

Dollar	Change

2002	to	

03

2003	to	

04

2004	to	

05

2005	to	

06

2006	to	

07

2007	to	

08

2008	to	

09

2009	to	

10

2010	to	

11

2011	to	

12

2012	to	

13

2013	to	

14

State	Operating -$3.3 -$0.9 $7.8 $4.8 $7.4 $8.6 -$6.8 -$3.8 $5.2 $2.3 -$3.2 $3.8

Fed	Stimulus $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $6.6 $0.6 -$0.6 -$6.5 -$0.1 $0.0

State	Capital $8.4 $9.3 -$2.4 -$5.9 -$2.4 -$1.1 $0.5 -$2.6 -$2.8 $1.3 $0.7 -$4.2

Total	State	Support $5.1 $8.3 $5.4 -$1.1 $5.0 $7.5 $0.2 -$5.8 $1.9 -$2.8 -$2.6 -$0.4

Percent	Change

2002	to	

03

2003	to	

04

2004	to	

05

2005	to	

06

2006	to	

07

2007	to	

08

2008	to	

09

2009	to	

10

2010	to	

11

2011	to	

12

2012	to	

13

2013	to	

14

State	Operating -1.9% -0.5% 4.5% 2.7% 4.0% 4.5% -3.4% -2.0% 2.8% 1.2% -1.6% 2.0%

Total	State	Support 2.8% 4.5% 2.8% -0.5% 2.5% 3.7% 0.1% -2.8% 0.9% -1.4% -1.3% -0.2%


Total appropriation over time
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What can be learned about the state appropriation?

· The operating appropriation has remained relatively stable over the last several years; it was $193.9 million in 2009 and $198.3 million in 2014.
· The high point was the 2008 operating appropriation of $200.7 million, and the level in 2014 is still not that high.
· Nonetheless, the bond rating agencies mentioned the relatively stable state appropriation as a positive factor.
· The roles of the federal stimulus and the state capital appropriation are very small.

Annual changes in the state operating appropriation and total state support
[image: image30.emf]Operating
¥ Total State
Support

M State

5%

4% -
3% -
2% -
1% -
0% -
-1% -

2% -
-3%
-4%

v1 01 €T0¢C
€T 01 ¢10¢
¢T01TT0C
TT 01 0T0C
0T 01 600¢
60 01 800¢
80 01 £00¢
L0 01 900¢
90 01 S00¢
S0 01 700¢
¥0 03 €00¢
€0 01 200¢










-4%	

-3%	

-2%	

-1%	

0%	

1%	

2%	

3%	

4%	

5%	

2

0

0

2

	

t

o

	

0

3

	

2

0

0

3

	

t

o

	

0

4

	

2

0

0

4

	

t

o

	

0

5

	

2

0

0

5

	

t

o

	

0

6

	

2

0

0

6

	

t

o

	

0

7

	

2

0

0

7

	

t

o

	

0

8

	

2

0

0

8

	

t

o

	

0

9

	

2

0

0

9

	

t

o

	

1

0

	

2

0

1

0

	

t

o

	

1

1

	

2

0

1

1

	

t

o

	

1

2

	

2

0

1

2

	

t

o

	

1

3

	

2

0

1

3

	

t

o

	

1

4

	

State	

Opera ng	

Total	State	

Support	


We can see from this figure that although the annual percentage changes have been less positive in recent years than earlier, the operating appropriation increased in 2014. The decline in the total appropriation from 2013 to 2014 resulted from a decline in the capital appropriation.
The most drastic change in the revenue distribution is the shift away from state appropriation toward tuition. Though the appropriation has been relatively flat, the number of students and total revenues (and expenses) has increased significantly over time. For example, in 2008 the operating appropriation was $200 million, and total revenues were $669 million. In 2014 the operating appropriation was $198 million and total revenues were $708 million.
Percentage revenue distribution from 2002 to 2014 (categories have been condensed)
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From this figure, we can see that

· Starting in 2007, tuition became a larger revenue source than the state appropriation;
· For 2015, the appropriation is expected to be the same as in 2015;
 
· For 2014–15, tuition has been frozen for the third year in a row; and
· The decline in other revenues in 2009 resulted from the stock market decline and an investment loss from the endowment.
We will demonstrate below that the state appropriation is budgeted to increase a small amount in 2016 and 2017.

1e: Predicting 2015, 2016, and 2017

What will the state appropriation be in 2015, 2016, and 2017?

First, the economy overall in Maine is forecast to improve. In November 2014 the Maine Consensus Economic Forecasting Commission forecast significant improvements in employment and personal income for Maine, as shown in the following table:
[image: image32.emf]Forecast Annual % Change in: 2014 2015 2016 2017 2018 2019
Wage and Salary Employment 1.0% 0.9% 0.6% 0.4% 0.1% 0.1%
Personal Income 3.5% 3.2% 4.1% 3.9% 4.2% 3.8%










Forecast	Annual	%	Change	in: 2014 2015 2016 2017 2018 2019

Wage	and	Salary	Employment

1.0% 0.9% 0.6% 0.4% 0.1% 0.1%

Personal	Income 3.5% 3.2% 4.1% 3.9% 4.2% 3.8%


Maine has a biennial budget, which was already set for 2014–2015 at the time of the faculty retrenchments. The level of the 2015 appropriation is flat with the 2014 level. The 2016 and 2017 budgets were not yet determined at the time of our investigation. 

The governor’s proposed 2016–17 budget contains revenue forecasts, as shown in the following table:

[image: image33.emf]Total 2014-15

Total 2016-17
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Biennium Biennium 15 to 2016-17
Sales Tax 2,300,162,754 2,308,079,008 0.3%
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Total General
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Total	2014-15	

Biennium

Total	2016-17	

Biennium

%	Change:	2014-

15	to	2016-17

Sales	Tax 2,300,162,754 2,308,079,008 0.3%

Income	Tax 2,868,134,905 3,144,832,283 9.6%

All	Other	Revenues

1,238,057,309 1,022,594,677 -17.4%

Total	General	

Fund	Revenues 6,406,354,968 6,475,505,968 1.1%


Overall, the governor proposed to

· Reduce the top personal income tax rate from 7.95 percent to 5.75 percent (the governor, who has stated that he wants to eliminate the personal income tax eventually, has vowed to spend the “rest of my days” fighting opponents of income tax cuts);

· Increase the sales tax rate and broaden the base regarding taxable goods and services; 

· Reduce corporate taxes;
· Eliminate the estate tax;
· Reduce revenue sharing to cities and towns, which is the main reason all other revenues are declining; and
· Increase spending on the University of Maine system by increasing the general fund allocation by 1.7 percent for 2015–16 and 1.93 percent for 2016–17, as well as devoting $5 million for capital spending.
For the University of Maine system and the University of Southern Maine, this means a higher state appropriation going forward. In other words, the second-largest revenue source is set to increase in both 2016 and 2017, as we see in the following table.
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State Operating $198.3 $198.3 $396.6 $201.1 $203.7 $404.8
State Capital $1.9 $2.6 $4.5 $2.5 $2.5 $5.0
Total State Support $200.2 $200.9 $401.1 $203.6 $206.2 $409.8
Increase from 2015 to 2016 $2.66

Increase from 2016 to 2017

$2.65










2014 2015 Total	2014-15 2016 2017 Total	2016-17

State	Operating $198.3 $198.3 $396.6 $201.1 $203.7 $404.8

State	Capital $1.9 $2.6 $4.5 $2.5 $2.5 $5.0

Total	State	Support $200.2 $200.9 $401.1 $203.6 $206.2 $409.8

Increase	from	2015	to	2016 $2.66

Increase	from	2016	to	2017 $2.65


Nevertheless, the administration of the University of Maine system alleges a lack of funds.
 It is claimed that the system will have to dip into reserves for $8.8 million in 2016, after possibly using $11 million in 2015. The administration also alleges that 50 percent of Maine high school graduates do not go to college; the Mitchell Institute study cited earlier reported that only 40 percent do not go to college. 

Let’s analyze the alleged dipping into reserves:

[image: image35.emf]Unrestricted Reserves, 6/30/2014 179.0
Alleged 2015 dip into reserves -11.3
Alleged 2016 dip into reserves -8.8
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Total Reserves 2016 268.5
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Unrestricted	Reserves,	6/30/2014 179.0

Alleged	2015	dip	into	reserves -11.3	

Alleged	2016	dip	into	reserves -8.8	

Unrestricted	reserves	2016 158.9

Restricted	reserves 109.6

Total	Reserves	2016 268.5

Annual	Operating	Expenses 674.9

New	Primary	Reserve	Ratio

40%

2014	Primary	Reserve	Ratio

43%


The primary reserve ratio, even under the worst-case scenario articulated by the administration, would drop the primary reserve ratio for the system from 43 percent to 40 percent. This is a small decline, and a primary reserve ratio of 40 percent is still a very good ratio.

Budget projections of the University of Maine system 

When we examine in detail the FY2015 Proposed Unified Operating Budget and Student Charges (May 2014), we note that the University of Maine System Office receives a very large piece of the overall state operating appropriation. 

[image: image36.emf]State Appropriation 2013 Actual 2014 Budget 2015 Budget
To Central Administration 15,473,293 16,279,522 18,634,925
To the Campuses 178,695,000 178,695,000 178,695,000
Total Operating Appropriation 194,168,293 194,974,522 197,329,925
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State	Appropriation 2013	Actual 2014	Budget 2015	Budget

To	Central	Administration

15,473,293 16,279,522 18,634,925

To	the	Campuses

178,695,000 178,695,000 178,695,000

Total	Operating	Appropriation 194,168,293 194,974,522 197,329,925

%	to	Admin 8.7% 9.1% 10.4%


During a period in which the percentage of the appropriation that goes to the central administration is increasing, it is difficult to fathom why faculty are being laid off.

This is not the full story, however. Although the central administration has no tuition revenue, thanks to this appropriation (its main revenue source), it is forecast to run a surplus of $2.7 million in 2015. This surplus is then used to cover alleged deficits elsewhere, but why is so much of the appropriation going to the central administration, and why does the latter need to run such a large surplus? As we will see, the total salaries and benefits of the faculty laid off is around $2.5 million; if the central administration had fewer administrators and did not take so much of the appropriation, there would be no need for any layoffs.

Moreover, based on the campus-specific financial information (we only have data for 2013 and 2014), the system office in 2013 had a “profit” (revenues exceeding expenses) of $6.4 million. In 2014, it had a profit of $15.4 million.
The system office doles out some of these profits to the campuses, and keeps some for its own office, which raises significant red flags. Why is the system office keeping so much of the appropriation, and why, amid such surpluses, is it claiming to be experiencing a financial crisis?

Enrollment and credit-hour information 
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USM Only: 2011 2012 2013 2014 2015 Budget

Credit Hours 212,325 205,180 203,548 192,918 189,681
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Entire	System 2011 2012 2013 2014 2015	Budget

Credit	Hours 717,492 703,120 696,101 681,810 690,208

Dorm	Occupancy 88% 84% 90% 90% 95%

USM	Only: 2011 2012 2013 2014

2015	Budget

Credit	Hours 212,325 205,180 203,548 192,918 189,681

Dorm	Occupancy 82% 63% 85% 80% 97%

2011	to	12 2012	to	13 2013	to	14 2014	to	15

System	Credit	Hours -2.0% -1.0% -2.1% 1.2%

USM	Credit	Hours -3.4% -0.8% -5.2% -1.7%


Source: 2015 University of Maine system budget document
For the system as a whole, the decline in credit hours and enrollment over the last few years is budgeted to reverse in 2015. For USM, the decline in credit hours is much smaller in 2015 than in prior years. Dorm occupancy is budgeted to increase for both the system and USM in 2015, which will lead to more revenue.
1f. Full analysis of enrollment and tuition income
The following table indicates the system’s total headcount enrollment between 2002 and 2015:
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# Change -3,342 | -4,013
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Headcount 32,955 34,089 34,375 34,253 34,245 34,209 33,626 32,608 32,340 32,009 31,108 31,012 30,365 29,613

2002	to	

2003

2003	to	

2004

2004	to	

2005

2005	to	

2006

2006	to	

2007

2007	to	

2008

2008	to	

2009

2009	to	

2010

2010	to	

2011

2011	to	

2012

2012	to	

2013

2013	to	

2014

2014	to	

2015

#	Change 1,134 286 -122	 -8	 -36	 -583	 -1,018	 -268	 -331	 -901	 -96	 -647	 -752	

%	Change 3.4% 0.8% -0.4% 0.0% -0.1% -1.7% -3.0% -0.8% -1.0% -2.8% -0.3% -2.1% -2.5%

2002	to	

2015

2008	to	

2015

#	Change

-3,342	 -4,013	

%	Change -10.1% -11.9%


There has been a steady decline in enrollment over time, after an increase in 2003 and 2004. The largest decline was in 2008 (we will break down enrollment to gain further insight).

The following figure, which displays total enrollment, shows that the enrollment decline has been steady but not drastic:
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Full data for enrollment are only available going back through 2008. The table below shows undergraduate and graduate enrollment:

[image: image40.emf]2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
UG 28,988 | 28,290 |27,871 | 27,545 |26,724 |26,764 | 26,315 | 25,679
Grad 4,638 | 4,318 | 4,469 | 4,464 | 4,384 | 4,248 | 4,050 | 3,934
Total 33,626 |32,608 |32,340 |32,009 (31,108 (31,012 |30,365 | 29,613
2008 to | 2009 to | 2010 to | 2011 to [ 2012 to | 2013 to | 2014 to | 2008 to
2009 | 2010 | 2011 2012 2013 2014 | 2015 2015
UG # Change -698 -419 -326 -821 40 -449 -636 |-3,309
UG % Change -24% | -1.5% | -1.2% | -3.0% | 0.1% | -1.7% | -2.4% | -11%
Grad # Change -320 151 -5 -80 -136 -198 -116 -704
Grad % Change -6.9% | 3.5% | -0.1% | -1.8% | -3.1% | -4.7% | -2.9% | -15%










2008 2009 2010 2011 2012 2013 2014 2015

UG 28,988 28,290 27,871 27,545 26,724 26,764 26,315 25,679

Grad 4,638 4,318 4,469 4,464 4,384 4,248 4,050 3,934

Total 33,626 32,608 32,340 32,009 31,108 31,012 30,365 29,613

2008	to	

2009

2009	to	

2010

2010	to	

2011

2011	to	

2012

2012	to	

2013

2013	to	

2014

2014	to	

2015

2008	to	

2015

UG	#	Change -698	 -419	 -326	 -821	 40 -449	 -636	 -3,309	

UG	%	Change -2.4% -1.5% -1.2% -3.0% 0.1% -1.7% -2.4% -11%

Grad	#	Change -320	 151 -5	 -80	 -136	 -198	 -116	 -704	

Grad	%	Change -6.9% 3.5% -0.1% -1.8% -3.1% -4.7% -2.9% -15%


The decline is largely in the graduate group, though undergraduate enrollment declined steadily over this period as well.

A further breakdown of degree by level yields some interesting results. In the table below, graduate is typically master’s degree only; in the table above, graduate includes master’s, graduate certificates, and law.
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By Degree Level: 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 2015
Associate 2,009 | 1,830 | 1,861 (1,873 | 1,710 | 1,572 | 1,374 | 1,146 -863
Baccalaureate 22,236 | 22,559 |22,351 (22,211 |21,935 |22,137 |21,992 | 21,624 -612
Grad 4,384 | 3,014 | 3,072 | 3,152 | 3,094 | 3,055 | 2,808 | 2,815 -1,569
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2008 to | 2009 to | 2010 to | 2011 to | 2012 to | 2013 to | 2014 to | 2008 to
% Changes 2009 2010 2011 2012 2013 2014 2015 2015
Associate -89% | 1.7% | 0.6% | -8.7% | -8.1% |-12.6% | -16.6% | -43.0%
Baccalaureate 1.5% | -0.9% | -0.6% | -1.2% | 0.9% | -0.7% | -1.7% | -2.8%
Grad -313% | 1.9% | 2.6% | -1.8% | -1.3% | -8.1% | 0.2% [-35.8%
Law 59% | -0.7% | 6.0% | -1.8% | 1.4% | -3.5% | -5.9% | 0.8%
Non-Degree 41% | -3.0% | -6.2% | -8.9% | -3.1% | -1.2% | -3.8% [-20.5%
Total -3.0% | -0.8% | -1.0% | -2.8% | -0.3% | -2.1% | -2.5% |-11.9%










By	Degree	Level: 2008 2009 2010 2011 2012 2013 2014 2015

#	Change	

2008	to	

2015

Associate 2,009 1,830 1,861 1,873 1,710 1,572 1,374 1,146 -863	

Baccalaureate 22,236 22,559 22,351 22,211 21,935 22,137 21,992 21,624 -612	

Grad 4,384 3,014 3,072 3,152 3,094 3,055 2,808 2,815 -1,569	

Law 254 269 267 283 278 282 272 256 2

Non-Degree 4,743 4,936 4,789 4,490 4,091 3,966 3,919 3,772 -971	

Total 33,626 32,608 32,340 32,009 31,108 31,012 30,365 29,613 -4,013	

%	Changes

2008	to	

2009

2009	to	

2010

2010	to	

2011

2011	to	

2012

2012	to	

2013

2013	to	

2014

2014	to	

2015

2008	to	

2015

Associate -8.9% 1.7% 0.6% -8.7% -8.1% -12.6% -16.6% -43.0%

Baccalaureate 1.5% -0.9% -0.6% -1.2% 0.9% -0.7% -1.7% -2.8%

Grad -31.3% 1.9% 2.6% -1.8% -1.3% -8.1% 0.2% -35.8%

Law 5.9% -0.7% 6.0% -1.8% 1.4% -3.5% -5.9% 0.8%

Non-Degree 4.1% -3.0% -6.2% -8.9% -3.1% -1.2% -3.8% -20.5%

Total -3.0% -0.8% -1.0% -2.8% -0.3% -2.1% -2.5% -11.9%


The most striking evidence here is that the largest decline is not in the baccalaureate category; in fact, the core group is going down much less than other groups of students.
According to the administration’s narrative, the decline is occurring in the number of traditional undergraduate students. In reality, most of the overall 4,013 student or 11.9 percent decline from 2008 to 2015 is in the number of nontraditional students (associate, graduate, and nondegree).

When we break down enrollment by in-state versus out of state, we see some very interesting results:

[image: image42.emf]By Residence 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
In-State 29,358 | 28,309 |28,355 | 28,135 (27,278 | 27,046 | 26,153 | 25,118
Out of State 3,597 | 4,299 | 3,985 | 3,874 | 3,830 | 3,966 | 4,212 | 4,495
Total 32,955 | 32,608 |32,340 |32,009 (31,108 (31,012 |30,365 |29,613
2008 to | 2009 to [ 2010 to [ 2011 to | 2012 to | 2013 to | 2014 to | 2008 to
2009 | 2010 | 2011 2012 2013 2014 | 2015 | 2015
In-State # Change |-1,049 46 -220 -857 -232 -893 |-1,035 | -4,240
In-State % Change | -3.6% | 0.2% | -0.8% | -3.0% | -0.9% | -3.3% | -4.0% | -14%
Out # Change 702 -314 -111 -44 136 246 283 898
Out % Change 19.5% | -7.3% | -2.8% | -1.1% | 3.6% | 6.2% | 6.7% 25%










By	Residence 2008 2009 2010 2011 2012 2013 2014 2015

In-State 29,358 28,309 28,355 28,135 27,278 27,046 26,153 25,118

Out	of	State 3,597 4,299 3,985 3,874 3,830 3,966 4,212 4,495

Total 32,955 32,608 32,340 32,009 31,108 31,012 30,365 29,613

2008	to	

2009

2009	to	

2010

2010	to	

2011

2011	to	

2012

2012	to	

2013

2013	to	

2014

2014	to	

2015

2008	to	

2015

In-State	#	Change -1,049	 46 -220	 -857	 -232	 -893	 -1,035	 -4,240	

In-State	%	Change -3.6% 0.2% -0.8% -3.0% -0.9% -3.3% -4.0% -14%

Out	#	Change 702 -314	 -111	 -44	 136 246 283 898

Out	%	Change 19.5% -7.3% -2.8% -1.1% 3.6% 6.2% 6.7% 25%


This table shows that while in-state enrollment is declining, out of state enrollment is increasing. Also, the much higher out-of-state tuition offsets some of the revenue lost as a result of the enrollment decline for in-state students.
USM enrollment

[image: image43.emf]2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
USM Headcount 10,966 | 11,382 |11,007 {11,089 (10,974 (10,478 | 10,453 |10,009 | 9,655 | 9,654 | 9,301 | 9,385 | 8,923 | 8,428
2002 to {2003 to (2004 to |2005 to |2006 to |2007 to |2008 to | 2009 to (2010 to {2011 to |2012 to {2013 to |2014 to
2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
# Change 416 -375 82 -115 -496 -25 -444 -354 -1 -353 84 -462 -495
% Change 3.8% | -33% | 0.7% | -1.0% | -4.5% | -0.2% | -4.2% | -3.5% | 0.0% | -3.7% | 0.9% | -4.9% | -5.5%
2002 to | 2008 to
2015 2015
# Change -2,538 | -2,025
% Change -23.1% | -19.4%










2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

USM	Headcount 10,966 11,382 11,007 11,089 10,974 10,478 10,453 10,009 9,655 9,654 9,301 9,385 8,923 8,428

2002	to	

2003

2003	to	

2004

2004	to	

2005
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2006

2006	to	

2007

2007	to	

2008

2008	to	

2009

2009	to	

2010

2010	to	

2011

2011	to	

2012

2012	to	

2013

2013	to	

2014

2014	to	

2015

#	Change 416 -375	 82 -115	 -496	 -25	 -444	 -354	 -1	 -353	 84 -462	 -495	

%	Change 3.8% -3.3% 0.7% -1.0% -4.5% -0.2% -4.2% -3.5% 0.0% -3.7% 0.9% -4.9% -5.5%

2002	to	

2015

2008	to	

2015

#	Change

-2,538	 -2,025	

%	Change -23.1% -19.4%
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There is no doubt that the enrollment decline at the University of Southern Maine is much more drastic than at the other institutions in the system. Efforts to break down the enrollment decline at USM are limited by the fact that the system office only has data going back to 2009. The results when broken down by in-state versus out of state, or by level (undergrad vs. graduate) do not display any significant differences from the overall enrollment changes.

Headcount enrollment of all institutions in the University of Maine system 

[image: image45.emf]Institution Fall 2010 Fall 2014 | #Change | % Change
University of Maine 11,501 11,286 -215 -1.9%
University of Maine at Augusta 5,074 4,664 -410 -8.1%
University of Maine at Farmington 2,322 1,960 -362 -15.6%
University of Maine at Fort Kent 1,073 1,327 254 23.7%
University of Maine at Machias 951 810 -141 -14.8%
University of Maine at Presque Isle 1,434 1,138 -296 -20.6%
University of Southern Maine 9,654 8,428 -1,226 -12.7%
TOTAL 32,009 29,613 -2,396 -7.5%










Institution Fall	2010 Fall	2014 #	Change %	Change

University	of	Maine 11,501 11,286 -215	 -1.9%

University	of	Maine	at	Augusta 5,074 4,664 -410	 -8.1%

University	of	Maine	at	Farmington 2,322 1,960 -362	 -15.6%

University	of	Maine	at	Fort	Kent 1,073 1,327 254 23.7%

University	of	Maine	at	Machias 951 810 -141	 -14.8%

University	of	Maine	at	Presque	Isle 1,434 1,138 -296	 -20.6%

University	of	Southern	Maine 9,654 8,428 -1,226	 -12.7%

TOTAL 32,009 29,613 -2,396	 -7.5%


Source: University of Maine System Fall 2014 Enrollment Report
USM lost the most students from fall 2010 to fall 2014, but on a percentage basis, other institutions lost a greater share of enrollment. Overall, system enrollment was down 7.5 percent, and USM enrollment declined 12.7 percent.
Distribution of students across the system in fall 2014
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Tuition price (average rates for all Maine public universities)
[image: image47.emf]In-State 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Tuition and Fees $5,486 | $5,913 | $6,429 | $7,102 | $7,822 | $8,289 | $8,675 | $9,035 | $9,022 | $9,020 | $9,091
Room and Board $6,116 | $6,491 | $6,884 | $7,297 | $7,776 | $8,142 | $8,497 | $8,696 | $8,780 | $9,015 | $9,060
Total $11,602 | $12,404 | $13,313 | $14,399 | $15,598 ( $16,431 | $17,172 | $17,731 | $17,802 | $18,035 [ $18,151
2005 to | 2006 to | 2007 to | 2008 to | 2009 to | 2010 to | 2011 to | 2012 to | 2013 to | 2014 to | 2005 to
Dollar Changes 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2015
Tuition and Fees $427 $516 $673 $720 $467 $386 $360 -$13 -$2 $71 $3,605
Room and Board $375 $393 $413 $479 $366 $355 $199 584 $235 $45 $2,944
Total $802 $909 ([ $1,086 | $1,199 | $833 $741 $559 $71 $233 $116 | $6,549
2005 to | 2006 to | 2007 to | 2008 to | 2009 to | 2010 to | 2011 to | 2012 to | 2013 to | 2014 to | 2005 to
% Changes 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2015
Tuition and Fees 7.8% 8.7% 10.5% | 10.1% | 6.0% 4.7% 4.1% -0.1% 0.0% 0.8% 66%
Room and Board 6.1% 6.1% 6.0% 6.6% 4.7% 4.4% 2.3% 1.0% 2.7% 0.5% 48%
Total 6.9% 7.3% 8.2% 8.3% 5.3% 4.5% 3.3% 0.4% 1.3% 0.6% 56%










In-State 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Tuition	and	Fees $5,486 $5,913 $6,429 $7,102 $7,822 $8,289 $8,675 $9,035 $9,022 $9,020 $9,091

Room	and	Board $6,116 $6,491 $6,884 $7,297 $7,776 $8,142 $8,497 $8,696 $8,780 $9,015 $9,060

Total $11,602 $12,404 $13,313 $14,399 $15,598 $16,431$17,172 $17,731 $17,802$18,035 $18,151

Dollar	Changes

2005	to	

2006

2006	to	

2007

2007	to	

2008

2008	to	

2009

2009	to	

2010

2010	to	

2011

2011	to	

2012

2012	to	

2013

2013	to	

2014

2014	to	

2015

2005	to	

2015

Tuition	and	Fees $427 $516 $673 $720 $467 $386 $360 -$13 -$2 $71 $3,605

Room	and	Board $375 $393 $413 $479 $366 $355 $199 $84 $235 $45 $2,944

Total $802 $909 $1,086 $1,199 $833 $741 $559 $71 $233 $116 $6,549

%	Changes

2005	to	

2006

2006	to	

2007

2007	to	

2008

2008	to	

2009

2009	to	

2010

2010	to	

2011

2011	to	

2012

2012	to	

2013

2013	to	

2014

2014	to	

2015

2005	to	

2015

Tuition	and	Fees 7.8% 8.7% 10.5% 10.1% 6.0% 4.7% 4.1% -0.1% 0.0% 0.8% 66%

Room	and	Board 6.1% 6.1% 6.0% 6.6% 4.7% 4.4% 2.3% 1.0% 2.7% 0.5% 48%

Total 6.9% 7.3% 8.2% 8.3% 5.3% 4.5% 3.3% 0.4% 1.3% 0.6% 56%


Source: USM System Office, student charge reports

The highlight here is the large increase in tuition and fees between 2005 and 2012. For the last three years, tuition and fees have essentially been flat. USM tuition is slightly lower than the average, but the annual changes for USM are almost identical to the changes for the system as a whole.
Ratio of out-of-state charges to in-state charges

[image: image48.emf]Ratio 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Tuition and Fees 2.52 2.56 2.53 2.54 2.52 2.54 2.54 2.51 2.60 2.66 2.68
Room and Board 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Total 1.72 1.74 1.74 1.76 1.76 1.78 1.78 1.77 1.81 1.83 1.84










Ratio 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Tuition	and	Fees 2.52 2.56 2.53 2.54 2.52 2.54 2.54 2.51 2.60 2.66 2.68

Room	and	Board 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

Total 1.72 1.74 1.74 1.76 1.76 1.78 1.78 1.77 1.81 1.83 1.84


The ratio has increased over time, indicating that out-of-state tuition is increasing faster than in-state tuition. Overall, the ratio has not changed significantly over time.
Tuition at New England flagships
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Source: US News & World Report
The University of Maine (Orono) and USM clearly have the lowest tuition of the New England flagships. The New England Board of Higher Education (NHBHE) allows students in New England states to pay less than the full out-of-state tuition when they attend a regional New England public university.

Discount rate

The last piece of tuition information is the discount rate, which is the amount of tuition allowances that the university gives off of the “sticker” price. In the audited financial statements, the amount of allowance off tuition and auxiliary (housing and dining) fees is reported, and we can estimate the discount rate as:

Numerator = Amount of allowance

Denominator = Gross tuition, fee, and auxiliary revenue

[image: image50.emf]System 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Tuition and Fees $170.6 | $182.6 | $198.5 | $216.1 | $238.0 | $250.8 | $260.7 | $266.0 | $268.9 | $267.4
Residence and

Dining Fees $49.3 | $51.5 | $53.3 | $56.6 | $59.7 | $58.8 | $59.5 | $57.0 | $57.6 | $60.0

Less: Scholarship

Allowances -$50.6 | -$47.5 | -$52.2 | -$57.6 | -$63.1 | -$73.3 | -$81.5 | -$82.0 | -$79.6 | -$84.1
Net Tuition

Revenue $169.3 | $186.7 | $199.7 | $215.2 | $234.6 | $236.3 | $238.7 | $241.1 | $246.8 | $243.4
Discount Rate 23.0% | 20.3% | 20.7% | 21.1% | 21.2% | 23.7% | 25.4% | 25.4% | 24.4% | 25.7%
USM Discount Rate | 20.3% | 19.8% | 13.4% | 13.5% | 13.4% | 15.6% | 16.7% | 16.9% | 17.3% | 18.6%










System 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Tuition	and	Fees $170.6 $182.6 $198.5 $216.1 $238.0 $250.8 $260.7 $266.0 $268.9 $267.4

Residence	and	

Dining	Fees $49.3 $51.5 $53.3 $56.6 $59.7 $58.8 $59.5 $57.0 $57.6 $60.0

Less:	Scholarship	

Allowances -$50.6 -$47.5 -$52.2 -$57.6 -$63.1 -$73.3 -$81.5 -$82.0 -$79.6 -$84.1

Net	Tuition	

Revenue $169.3 $186.7 $199.7 $215.2 $234.6 $236.3 $238.7 $241.1 $246.8 $243.4

Discount	Rate 23.0% 20.3% 20.7% 21.1% 21.2% 23.7% 25.4% 25.4% 24.4% 25.7%

USM	Discount	Rate 20.3% 19.8% 13.4% 13.5% 13.4% 15.6% 16.7% 16.9% 17.3% 18.6%


The overall discount rate for the system has increased over time, and the 25.7 percent rate is the highest in the last ten years. The rate, however, has not changed nearly as much as tuition has increased. The USM rate is significantly lower than the rate for the system as a whole; this is curious, indicating that USM students and their families are not getting the same breaks as their counterparts elsewhere in the University of Maine system.

First-time, full-time undergraduates receiving Pell Grants
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Source: Integrated Postsecondary Education Data System (IPEDS) for 2103
Since USM has a lower percentage of Pell Grant students than most other campuses, it is logical for it to have a lower discount rate. 

Annual changes in tuition revenue, tuition price, and enrollment
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The large increases in tuition revenue in the early part of this period resulted from the tuition price increase, as enrollment was flat, or even down. There were likely some benefits in enrollment mixes over this period as well (more out-of-state students). For 2014–15, it is likely that tuition revenue will decline about 2 percent or $6 million. Is this $6 million decline a reason for layoffs? As we have shown, the amount of unrestricted reserves is almost $180 million, so reserves could cover this $6 million (if this is the final deficit). In addition, we have not yet finished the 2014–15 fiscal year, and we will see where final revenues, expenses, and cash flows wind up. It is certainly not the case that layoffs are necessary because of the 2014–15 decline in tuition revenue, as we also know that the state appropriation for 2014–15 was flat with the 2013–14 level.

1g: Expense analysis 

Expenses for University of Maine system (2002 to present)
[image: image53.emf]Millions of Dollars 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
Instruction $135.5 [ $142.6 | $147.4 | $152.0 | $159.3 | $167.9 | $175.8 | $179.0 | $180.0 | $178.1 | $178.7 [ $179.6 | $180.6
Research $57.2 | $63.9 | $72.2 | $73.2 | $71.9 | $71.3 | $75.1 | $73.2 | $74.7 | $79.1 | $73.0 | $68.8 | $72.5
Public Service $42.4 | $45.8 | $47.8 | $49.4 | $53.4 | $52.9 | $54.1 | $56.6 | $60.0 | $61.2 | $63.6 | $60.4 | $60.3
Academic Support $50.2 | $53.3 | $61.3 | $56.7 | $61.2 | $65.4 | $69.8 | $66.0 | $67.5 | $72.9 | $77.0 | $76.8 | $76.2
Student Services $35.2 | $37.1 | $38.7 | $40.2 | $43.6 | $45.3 | $47.3 | $48.4 | $46.5 | $46.9 | $47.8 | $50.5 | $48.9
Institutional Support $37.4 | $40.1 | $40.0 | $37.9 | $43.4 | $42.4 | $54.0 | $47.7 | $47.2 | $50.3 | $56.2 | $54.2 | $51.8
Operation and Maintenance of Plant | $29.7 | $34.3 | $35.6 | $38.7 | $45.0 | $46.0 | $46.2 | $50.5 | $45.6 | $48.8 | $47.0 | $50.2 | $51.3
Depreciation and Amortization $25.7 | $27.5 | $20.7 | $19.9 | $20.3 | $21.4 | $23.3 | $25.8 | $27.4 | $28.7 | $30.4 | $32.2 | $33.8
Student Aid $28.2 | $24.7 | $26.3 | $20.7 | $19.5 | $20.3 | $19.6 | $21.4 | $25.2 | $27.8 | $28.3 | $31.5 | $29.7
Auxiliary Enterprises $56.9 | $58.8 | $62.2 | $74.5 | $73.7 | $71.6 | $77.1 | $78.4 | $73.9 | $72.9 | $70.3 | $69.1 | $69.8
TOTAL OPERATING EXPENSES $498.3 [ $528.1 | $552.3 | $563.1 | $591.2 | $604.6 | $642.2 | $646.9 | $647.9 | $666.8 | $672.4 | $673.3 | $674.9
Percent of Total Expenses 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
Instruction 27.2% | 27.0% | 26.7% | 27.0% | 27.0% | 27.8% | 27.4% | 27.7% | 27.8% | 26.7% | 26.6% | 26.7% | 26.8%
Research 11.5% | 12.1% | 13.1% | 13.0% | 12.2% | 11.8% | 11.7% | 11.3% | 11.5% | 11.9% | 10.9% | 10.2% | 10.7%
Public Service 85% | 87% | 87% | 88% | 9.0% | 87% | 84% | 87% | 9.3% | 9.2% | 9.5% | 9.0% | 8.9%
Academic Support 10.1% | 10.1% | 11.1% | 10.1% | 10.3% | 10.8% | 10.9% | 10.2% | 10.4% | 10.9% | 11.5% | 11.4% | 11.3%
Student Services 71% | 7.0% | 7.0% | 71% | 7.4% | 7.5% | 7.4% | 7.5% | 7.2% | 7.0% | 7.1% | 7.5% | 7.3%
Institutional Support 75% | 7.6% | 7.2% | 6.7% | 7.3% | 7.0% | 84% | 7.4% | 7.3% | 7.5% | 8.4% | 8.0% | 7.7%
Operation and Maintenance of Plant | 6.0% | 6.5% | 6.4% | 6.9% | 7.6% | 7.6% | 7.2% | 7.8% | 7.0% | 73% | 7.0% | 7.5% | 7.6%
Depreciation and Amortization 52% | 52% | 3.8% | 3.5% | 3.4% 35% | 3.6% | 4.0% | 4.2% | 43% | 45% | 4.8% | 5.0%
Student Aid 57% | 47% | 4.8% | 3.7% | 3.3% | 3.4% | 3.1% | 3.3% | 3.9% | 4.2% | 4.2% | 4.7% | 4.4%
Auxiliary Enterprises 11.4% | 11.1% | 11.3% | 13.2% | 12.5% | 11.9% | 12.0% | 12.1% | 11.4% | 10.9% | 10.5% | 10.3% | 10.3%
TOTAL OPERATING EXPENSES 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0%










Millions	of	Dollars 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Instruction $135.5 $142.6 $147.4 $152.0 $159.3 $167.9 $175.8 $179.0 $180.0 $178.1 $178.7 $179.6 $180.6

Research $57.2 $63.9 $72.2 $73.2 $71.9 $71.3 $75.1 $73.2 $74.7 $79.1 $73.0 $68.8 $72.5

Public	Service $42.4 $45.8 $47.8 $49.4 $53.4 $52.9 $54.1 $56.6 $60.0 $61.2 $63.6 $60.4 $60.3

Academic	Support $50.2 $53.3 $61.3 $56.7 $61.2 $65.4 $69.8 $66.0 $67.5 $72.9 $77.0 $76.8 $76.2

Student	Services $35.2 $37.1 $38.7 $40.2 $43.6 $45.3 $47.3 $48.4 $46.5 $46.9 $47.8 $50.5 $48.9

Institutional	Support $37.4 $40.1 $40.0 $37.9 $43.4 $42.4 $54.0 $47.7 $47.2 $50.3 $56.2 $54.2 $51.8

Operation	and	Maintenance	of	Plant $29.7 $34.3 $35.6 $38.7 $45.0 $46.0 $46.2 $50.5 $45.6 $48.8 $47.0 $50.2 $51.3

Depreciation	and	Amortization $25.7 $27.5 $20.7 $19.9 $20.3 $21.4 $23.3 $25.8 $27.4 $28.7 $30.4 $32.2 $33.8

Student	Aid $28.2 $24.7 $26.3 $20.7 $19.5 $20.3 $19.6 $21.4 $25.2 $27.8 $28.3 $31.5 $29.7

Auxiliary	Enterprises $56.9 $58.8 $62.2 $74.5 $73.7 $71.6 $77.1 $78.4 $73.9 $72.9 $70.3 $69.1 $69.8

TOTAL OPERATING EXPENSES

$498.3 $528.1 $552.3 $563.1 $591.2 $604.6 $642.2 $646.9 $647.9 $666.8 $672.4 $673.3 $674.9

Percent	of	Total	Expenses 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Instruction 27.2% 27.0% 26.7% 27.0% 27.0% 27.8% 27.4% 27.7% 27.8% 26.7% 26.6% 26.7% 26.8%

Research 11.5% 12.1% 13.1% 13.0% 12.2% 11.8% 11.7% 11.3% 11.5% 11.9% 10.9% 10.2% 10.7%

Public	Service 8.5% 8.7% 8.7% 8.8% 9.0% 8.7% 8.4% 8.7% 9.3% 9.2% 9.5% 9.0% 8.9%

Academic	Support 10.1% 10.1% 11.1% 10.1% 10.3% 10.8% 10.9% 10.2% 10.4% 10.9% 11.5% 11.4% 11.3%

Student	Services 7.1% 7.0% 7.0% 7.1% 7.4% 7.5% 7.4% 7.5% 7.2% 7.0% 7.1% 7.5% 7.3%

Institutional	Support 7.5% 7.6% 7.2% 6.7% 7.3% 7.0% 8.4% 7.4% 7.3% 7.5% 8.4% 8.0% 7.7%

Operation	and	Maintenance	of	Plant 6.0% 6.5% 6.4% 6.9% 7.6% 7.6% 7.2% 7.8% 7.0% 7.3% 7.0% 7.5% 7.6%

Depreciation	and	Amortization 5.2% 5.2% 3.8% 3.5% 3.4% 3.5% 3.6% 4.0% 4.2% 4.3% 4.5% 4.8% 5.0%

Student	Aid 5.7% 4.7% 4.8% 3.7% 3.3% 3.4% 3.1% 3.3% 3.9% 4.2% 4.2% 4.7% 4.4%

Auxiliary	Enterprises 11.4% 11.1% 11.3% 13.2% 12.5% 11.9% 12.0% 12.1% 11.4% 10.9% 10.5% 10.3% 10.3%

TOTAL OPERATING EXPENSES

100.0%100.0%100.0%100.0%100.0%100.0%100.0%100.0%100.0%100.0%100.0%100.0%100.0%


Category definitions:

· Instruction: Expenses of the colleges, schools, departments, and other instructional divisions of the institution. 
· Academic Support: Academic administration, academic deans but not department chairpersons, libraries.
· Student Services: Admissions, registrar, student newspaper, student organizations.
· Institutional Support: General administrative services, central executive-level activities concerned with management and long-range planning, legal and fiscal operations, public relations and development.
· Auxiliaries: Student union, bookstore, housing, dining, athletics.
In general, institutional support is upper-level administrative costs. Academic support and student services, despite the name, both have significant administrative components.

These data show that the share devoted to instruction, 26.8 percent, is very low for public universities. Barely more than $1 of every $4 spent at the University of Maine system goes to the core instructional mission. If research is added, we get to 37.5 percent. Therefore, a majority of costs are outside the core academic-research mission. The percentage for instruction and research has been flat or down over time. No matter what else is going on, why is the share devoted to the core mission not increasing? Why do faculty members have to be laid off, making the percentage devoted to instruction even lower? The table and figure below demonstrate a declining commitment to the core academic mission, even before the cuts are made.
[image: image54.emf]2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
Instruction + Research 38.7% | 39.1% | 39.8% | 40.0% | 39.1% | 39.6% | 39.1% | 39.0% | 39.3% | 38.6% | 37.4% | 36.9% | 37.5%
Ac support, Stud serv, Inst Support | 24.6% | 24.7% | 25.3% | 23.9% | 25.1% | 25.3% | 26.6% | 25.1% | 24.9% | 25.5% | 26.9% | 26.9% | 26.2%
Everything Else 36.7% | 36.2% | 34.9% | 36.1% | 35.8% | 35.1% | 34.3% | 36.0% | 35.8% | 35.9% | 35.6% | 36.2% | 36.3%
TOTAL 100.0%| 100.0%| 100.0%| 100.0%| 100.0%| 100.0%| 100.0%| 100.0%| 100.0%| 100.0%| 100.0%| 100.0%| 100.0%










2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Instruction	+	Research 38.7% 39.1% 39.8% 40.0% 39.1% 39.6% 39.1% 39.0% 39.3% 38.6% 37.4% 36.9% 37.5%

Ac	support,	Stud	serv,	Inst	Support 24.6% 24.7% 25.3% 23.9% 25.1% 25.3% 26.6% 25.1% 24.9% 25.5% 26.9% 26.9% 26.2%

Everything	Else 36.7% 36.2% 34.9% 36.1% 35.8% 35.1% 34.3% 36.0% 35.8% 35.9% 35.6% 36.2% 36.3%

TOTAL 100.0% 100.0% 100.0% 100.0%100.0% 100.0% 100.0%100.0%100.0% 100.0% 100.0%100.0% 100.0%
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Consider that 26.8 percent of total expenses were committed to instruction in 2014, compared to 27.2 percent in 2002. In 2014, if the instruction percentage were 27.2 percent instead of 26.8 percent, then an additional $3 million would be devoted to instruction. 

In other words, the University of Maine system has already made cuts to the core academic mission of at least $3 million. This is more than the savings from laying off two dozen affected faculty members. As we move forward, these layoffs will further decrease the percentage of total expenses devoted to instruction.

2. Financial analysis of the University of Southern Maine
2a. Ratio analysis

The financial statements for the University of Maine system do not report separate financial statements for the individual campuses. We were able to get some individual campus financial data for 2013 and 2014, and the Integrated Postsecondary Education Data System (IPEDS) has some data for periods before this. We will use these data to make inferences about the financial condition of the University of Southern Maine and compare and contrast this position with that of the system as a whole.

Note that in our visit to the university, we asked for campus-specific information prior to 2012, as well as campus-specific cash-flow data. Neither of these requests was answered by the University of Southern Maine administration. 

Using the individual campus financial information, we are able to present the following information on reserves and the first two ratios, primary reserve and debt:

[image: image56.emf]In Millions 2013 2014
Unrestrited Net Assets 16.2 13.8
Restricted Expendable 18.3 19.0
Total Reserves 34.5 32.7
Total Reserves 34.5 32.7
Operating Expenses 176.1 169.3
Primary Reserve Ratio 19.6% 19.3%
Total Reserves 34.5 32.7
Debt 57.4 53.0
Viability Ratio 60.1% 61.8%










In	Millions 2013 2014

Unrestrited	Net	Assets 16.2 13.8

Restricted	Expendable 18.3 19.0

Total	Reserves

34.5 32.7

Total	Reserves

34.5 32.7

Operating	Expenses

176.1 169.3

Primary	Reserve	Ratio 19.6% 19.3%

Total	Reserves 34.5 32.7

Debt 57.4 53.0

Viability	Ratio 60.1% 61.8%


A few observations on these data:
· Individual campus numbers were only available for 2013 and 2014. There are IPEDS data on these items, but given the transfers and other changes in these data, it is not appropriate to compare the IPEDS data to these data over time.

· The individual campus data do not report separate cash-flow data. Therefore, computing the Fichtenbaum-Bunsis ratios is not possible for the individual campuses.

· The primary reserve ratio for USM is lower than that of the system (43% in 2014). As we will see, however, there are significant reserves for the system office, as well as transfers to and from the system office and campuses. This makes analyzing the individual campus information somewhat problematic.

· Nonetheless, the level of reserves is certainly not at a crisis point; the primary reserve is in the okay range, as is the viability ratio.

The following table gives the data on total revenues and total expenses.
[image: image57.emf]Total Revenues 181.1 172.6
Total Expenses 178.6 171.3
Change in Net Assets 2.4 1.2

Net Asset Ratio 1.3% 0.7%










Total	Revenues 181.1 172.6

Total	Expenses 178.6 171.3

Change	in	Net	Assets

2.4 1.2

Net	Asset	Ratio 1.3% 0.7%


This demonstrates that the University of Southern Maine had revenues exceeding expenses in both 2013 and 2014.

The USM administration has claimed that USM is running a “deficit.” How is that claim justified by the surpluses shown on the audited statements?

The deficit is on a budgetary basis. A budget is just a plan, and it contains predicted revenues and predicted expenses. In the 2014–15 budget document of the University of Maine System Board (FY2015 Proposed Unified Operating Budget [May 2014]), USM has a budget deficit for 2015—but an operational cash surplus. 

The budget charges USM for capital costs and debt service; since the individual campuses do not borrow money, however, they certainly do not pay back the debt. The system does. It is not unreasonable to try and allocate debt to the campuses, but it is not clear how this is done. Critically important, the cash surpluses for USM are confirmed by the information above on the individual campuses; USM is actually running an operational surplus.
2b. Revenue analysis 

The table below shows the 2014 revenue distribution of the University of Southern Maine and compares it to the system as a whole (the system percentages took out USM first):
[image: image58.emf]Dollars in USM % of  |Rest of System

2014 Revenues Millions Total % of Total
Tuition, Residence, Dining Fees 68.8 40% 33%
Grants and Contracts 38.5 22% 19%
Recovery of Indirect Costs 4.2 2% 2%
Educational Sales/Services 5.3 3% 5%
Other auxiliary enterprises 5.0 3% 3%
State Operating Appropriation 44.9 26% 29%
Gifts 1.9 1% 5%
Endowment Return / Income 3.0 2% 4%
All Other Revenues 0.9 1% 1%
Total Revenues 172.6 100% 100%










2014	Revenues

Dollars	in	

Millions

USM	%	of	

Total

Rest	of	System	

%	of	Total

Tuition,	Residence,	Dining	Fees 68.8 40% 33%

Grants	and	Contracts 38.5 22% 19%

Recovery	of	Indirect	Costs 4.2 2% 2%

Educational	Sales/Services	 5.3 3% 5%

Other	auxiliary	enterprises 5.0 3% 3%

State	Operating	Appropriation 44.9 26% 29%

Gifts 1.9 1% 5%

Endowment	Return	/	Income 3.0 2% 4%

All	Other	Revenues 0.9 1% 1%

Total	Revenues 172.6 100% 100%


The differences between USM and the system are clear from this table: USM relies more on tuition and less on the state appropriation. Most of this results from the fact that the system office keeps a large chunk of the state appropriation but has no tuition revenue. 
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Tuition versus state appropriation over time at USM

[image: image60.emf]In Millions 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 ( 2009 (2010 | 2011 | 2012 | 2013 | 2014
Tuition 31.8|35.9|38.8|37.6(40.7 |48.4|52.4|58.2(59.9|62.5| 62.6 | 62.6 | 58.7
State Operating | 39.4 | 40.0 | 40.7 | 41.9 | 42.5 (44.1 | 47.0 | 44.5| 43.3 | 44.5| 44.0 | 44.2 | 44.9
State Capital 1131|8952 |13|34|35(31(06)|07]| 15| 02](o0.0










In	Millions 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Tuition 31.8 35.9 38.8 37.6 40.7 48.4 52.4 58.2 59.9 62.5 62.6 62.6 58.7

State	Operating 39.4 40.0 40.7 41.9 42.5 44.1 47.0 44.5 43.3 44.5 44.0 44.2 44.9

State	Capital 1.1 3.1 8.9 5.2 1.3 3.4 3.5 3.1 0.6 0.7 1.5 0.2 0.0


Sources: IPEDS up to 2013 and individual campus financial data for 2014

The graph below also demonstrates that in 2007, tuition became the largest revenue source for USM. This is similar to the time it switched for the system as a whole. We see the slight drop in tuition revenue from 2013 to 2014, which is caused by the enrollment decline previously reported.
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2c. Expense analysis 
[image: image62.emf]USM Only 2008 2009 2010 2011 2012 2013 2014
Instruction 61.165 59.322 59.881 60.059 60.661 59.413 57.536
Research 17.772 16.407 13.913 13.701 12.478 10.930 10.879
Public Service 21.542 22.171 22.806 23.683 22.935 20.015 18.989
Academic Support 19.340 19.104 19.360 20.341 20.585 20.044 18.718
Student Services 11.983 11.352 10.873 10.729 10.514 12.204 10.162
Institutional Support 12.807 11.346 11.823 11.772 12.697 13.203 12.051
Plant 11.444 11.489 10.715 11.594 11.049 12.437 12.231
Depreciation 4.860 5.458 5.790 5.951 6.095 6.817 7.013
Student Aid 4.380 4.736 5.801 6.419 6.263 6.455 7.281
Auxiliary Enterprises 16.986 17.969 17.514 16.669 15.590 14.570 14.455
TOTAL OPERATING EXPENSES 182.279 179.354 178.476 180.918 178.867 176.088 169.315
USM Only 2008 2009 2010 2011 2012 2013 2014
Instruction 33.6% 33.1% 33.6% 33.2% 33.9% 33.7% 34.0%
Research 9.7% 9.1% 7.8% 7.6% 7.0% 6.2% 6.4%
Public Service 11.8% 12.4% 12.8% 13.1% 12.8% 11.4% 11.2%
Academic Support 10.6% 10.7% 10.8% 11.2% 11.5% 11.4% 11.1%
Student Services 6.6% 6.3% 6.1% 5.9% 5.9% 6.9% 6.0%
Institutional Support 7.0% 6.3% 6.6% 6.5% 7.1% 7.5% 7.1%
Plant 6.3% 6.4% 6.0% 6.4% 6.2% 7.1% 7.2%
Depreciation 2.7% 3.0% 3.2% 3.3% 3.4% 3.9% 4.1%
Student Aid 2.4% 2.6% 3.3% 3.5% 3.5% 3.7% 4.3%
Auxiliary Enterprises 9.3% 10.0% 9.8% 9.2% 8.7% 8.3% 8.5%
TOTAL OPERATING EXPENSES 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%










USM	Only 2008 2009 2010 2011 2012 2013 2014

Instruction 61.165 59.322 59.881 60.059 60.661 59.413 57.536

Research 17.772 16.407 13.913 13.701 12.478 10.930 10.879

Public	Service 21.542 22.171 22.806 23.683 22.935 20.015 18.989
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Plant 11.444 11.489 10.715 11.594 11.049 12.437 12.231

Depreciation 4.860 5.458 5.790 5.951 6.095 6.817 7.013

Student	Aid 4.380 4.736 5.801 6.419 6.263 6.455 7.281

Auxiliary	Enterprises 16.986 17.969 17.514 16.669 15.590 14.570 14.455

TOTAL OPERATING EXPENSES

182.279 179.354 178.476 180.918 178.867 176.088 169.315

USM	Only

2008 2009 2010 2011 2012 2013 2014

Instruction 33.6% 33.1% 33.6% 33.2% 33.9% 33.7% 34.0%

Research 9.7% 9.1% 7.8% 7.6% 7.0% 6.2% 6.4%

Public	Service 11.8% 12.4% 12.8% 13.1% 12.8% 11.4% 11.2%

Academic	Support 10.6% 10.7% 10.8% 11.2% 11.5% 11.4% 11.1%

Student	Services 6.6% 6.3% 6.1% 5.9% 5.9% 6.9% 6.0%

Institutional	Support 7.0% 6.3% 6.6% 6.5% 7.1% 7.5% 7.1%

Plant 6.3% 6.4% 6.0% 6.4% 6.2% 7.1% 7.2%

Depreciation 2.7% 3.0% 3.2% 3.3% 3.4% 3.9% 4.1%

Student	Aid 2.4% 2.6% 3.3% 3.5% 3.5% 3.7% 4.3%

Auxiliary	Enterprises 9.3% 10.0% 9.8% 9.2% 8.7% 8.3% 8.5%

TOTAL OPERATING EXPENSES

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%


Sources: IPEDS and campus-specific financial statements
As with the system as a whole, the level of instruction expense is low. The 34 percent is higher than for the system, but the research percentage is lower. We will dig deeper into instructional costs to make inferences on the commitment to the core mission.

Breakdown of instruction expense 
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In	Millions 2008 2009 2010 2011 2012 2013

Instruction	Salaries 39.801 38.601 38.579 38.063 38.879 38.742

Instruction	Benefits 14.745 15.285 15.959 16.385 15.998 16.480

Total	salaries	and	benefits 54.546 53.886 54.538 54.448 54.877 55.222

Total	USM	expenses 182.279 179.354 178.476 180.918 178.867 176.088

Instruction	salaries	and	benefits	

as	a	%	of	total	USM	expenses 29.9% 30.0% 30.6% 30.1% 30.7% 31.4%


Source: IPEDS (data available only through 2013)
The table above examines instructional salaries and benefits as a percentage of total USM expenses. The percentage is only 31.4 percent in 2013, though this is higher than in prior years. This reveals that only 31 cents of every dollar goes to pay those who teach the students at USM.

Overall, compensation costs are the dominant expense at USM.
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The table above shows that slightly more than two-thirds of every dollar at USM goes for compensation costs. This is very typical of colleges and universities. We will now examine what portion of total salaries and benefits come from instruction.
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2008 2009 2010 2011 2012 2013
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The table above shows that instructional salaries and benefits are not even half of total salaries and benefits (all employees) at USM. This demonstrates that a majority of personnel costs at USM are for employees who are not teaching students.

To examine further instruction costs, we use the AAUP salary survey to determine what portion of instructional salaries is attributable to full-time faculty, and what portion is attributable to part-time faculty. Later, we will examine the numbers of full- and part-time faculty.

First, we will break down the percentage of total expenses (31.4% in 2013) that is devoted to instructional salaries and benefits:
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Our attention is drawn to a startling statistic: in 2013, only 18.5 percent of the total expenses at USM were devoted to pay the salaries and benefits of full-time faculty members. Part-time faculty members comprised 12.8 percent of total USM expenses. The percentage paid to full-time faculty members has declined over time, and the percentage paid to part-time faculty members has increased.

The final breakdown of instructional costs examines the percentage of instructional salaries and benefits when compared to total salaries and benefits. The table below also looks at full-time and part-time compensation:
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As with total expenses in the denominator, though the total percentage increases over time (from 43.7% to 45.7%), the increase is being driven by a shift away from full-time faculty and toward part-time faculty. The number of faculty will support the conclusion that USM has significantly reduced the number of full-time faculty members, even before the recent layoffs. 

2d. Number of faculty over time

There are three different data sources for the number of faculty:

1. AAUP salary survey

2. University of Maine System Office

3. Common Data Sets

In each of the three cases, we get slightly different numbers, which is disturbing. The quality of the data on the number of faculty from the system office and USM’s Office of Institutional Research is uncertain. However, the main result is clear: there already has been a major decline in the number of full-time faculty at the University of Southern Maine, and, in percentage terms, this decline has been greater than the decline in enrollment.

Using the AAUP salary survey, we find the following:
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The table presents very important evidence:

· The decline in the number of full-time faculty over this time period is greater than the decline in enrollment.
· The most critical decline is that of assistant professors. The decline in this category reveals that virtually no new hiring has occurred for the last several years.
· During our investigation, many faculty members commented that the recent enrollment decline was self-inflicted by the actions of the administration. The numbers above certainly provide evidence for this assertion. Without a commitment to increasing the faculty, programs and curriculum will suffer eventually, and enrollment will decline.

The second data source is the University of Maine System Office:
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(Data source: University of Maine System Human Resources statistics, 2014)

These data are important because they include the faculty data for 2014–15, when a large enrollment decline occurred. We see that the percentage decline in enrollment is matched almost exactly by the decline in the number of faculty. What is problematic is that these numbers do not match the AAUP salary survey; this report was done in October of each year; the AAUP salary survey is also a fall number, so the discrepancies are disturbing.

The last data source is the Common Data Set, which is reported to the federal government each year. Unfortunately, the University of Southern Maine only reveals this document for the last four years. It reports data on the number of part-time and full-time faculty members, and the results are very interesting:
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These data also include the current year, and the enrollment decline of 13 percent from 2011 to 2015 is less than the decline in full-time faculty of 18 percent. The number of total faculty has declined by only 8 percent, but this results from the increase in the number of part-time faculty over this time period. These numbers support the earlier data on the declining percentage of total expenses dedicated to full-time faculty, while the percentage dedicated to part-time faculty has increased. 

We can conclude from the number of faculty that the University of Southern Maine, even before the recent layoffs, has significantly decreased the number of full-time faculty, and in percentage terms this decline is greater than the decline in enrollment. 

2e. Savings from layoffs
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The data in the table above are based on the following assumptions:

· That the twenty-five faculty laid off were evenly distributed by rank.
· That the sections of these laid-off faculty (five per year) will either be cancelled or taught by part-time faculty (there were some reports that the USM administration wanted to hire some of the laid-off faculty to teach at the part-time rate).
· That the estimated savings will be roughly $2.5 million. According to media reports, the administration stated that $6 million was saved from both these twenty-five and an earlier twenty-five faculty members who accepted early retirement incentives. The $6 million may assume a $3 million savings for these twenty-five, and the administration may be assuming that all the laid-off faculty are full-time.

· That the salaries (before benefits) of the faculty for 2013–14 per the AAUP salary survey are as follows:
· Full 

$95,335

· Associate
$76,349

· Assistant
$61,206

· Instructor
$56,369

· Lecturer
$47,301
Below is the list of the twenty-one administrators with a 2013–14 salary of more than $100,000. No benefits or bonuses are included.
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Source: University of Maine System, “Salaries of Regular Employees,” http://www.maine.edu/wp-content/uploads/2013/09/PublicInformation-04082014.pdf, accessed April 27, 2015.
2f: Class size
Using the Common Data Set, we can see how many undergraduate sections are taught each fall at USM. The enrollment and credit hour data come from the University of Maine System Fall 2014 Enrollment Report (http://www.maine.edu/wp-content/uploads/2013/06/Fall-2014-Enrollment-Report.pdf).
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As with the data on the number of faculty, the percentage reduction in the number of sections is larger than the reduction in enrollment. The distribution of classes has been relatively stable (number of sections with between two and nine students, ten and nineteen, etc.), which indicates that there are likely more students in each section. The decline in the number of sections likely results from the large decline in the number of faculty over this time period. This inference is true for both enrollment and credit hours, as credit hours declined 14 percent, but the number of sections declined 27 percent.

2g. Degrees conferred and graduation rates
Degrees conferred at USM
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Certificate 22 42 116 130 152 139
Associate 8 5 2 2 0 0
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Source: Common Data Sets

The table and graph below demonstrate an increase in degrees from 2010 to 2011, then a slight decline from 2011 to 2014. The overall trend is promising, however, and the number of law graduates has remained steady, despite national declines in law school enrollment.
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USM graduation rates per Common Data Sets: First-time undergraduate cohorts
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Fall 2008 991 12% 26% 31%
Fall 2009 825 13% N/A N/A
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USM graduation rates of transfer students 
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Source: USM Office of Institutional Research
The number of transfer students at USM is very similar to the number of new first-time undergraduate students each year. The graduation rates of the transfer cohorts are much higher.

Graduation rates of all USM institutions, 2013 
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Source: IPEDS
3. Conclusions
The University of Southern Maine laid off twenty-five faculty members in the 2014–15 academic year. Based on a financial analysis of the University of Maine system and the University of Southern Maine, we do not believe that these layoffs were necessary.

First, from a pure financial perspective, the system is in very strong financial condition, with strong reserves, cash flows, and a high bond rating. It is not necessary for any layoffs to occur with this financial profile. The external bond ratings are very strong, which confirms the conclusion of financial strength.

Second, although the University of Southern Maine has experienced a decline in enrollment, the university is still generating revenues larger than expenses, and it still enjoys solid reserves. The system office allocates debt and reserves to the campuses, and it is not at all clear how these allocations occur. It is more appropriate to examine the system as a whole.

Third, at USM, there has been a virtual freeze on the hiring of new assistant professors for the last several years, and there has been a significant decline in the number of faculty. In fact, in percentage terms, the decline in faculty is greater than the decline in enrollment, credit hours, or sections offered.

Lastly, two news articles reinforce the conclusions above.

On April 2, 2012, the Maine Campus (student newspaper at the University of Maine at Orono) ran a story titled “U Maine Hands Out $2.7 Million in Non-faculty Pay Increases since 2006 Fiscal Year.” This points to the fact that administrators are receiving raises at the same time that the number of faculty is being reduced across the system.

On April 24, 2013, the Pine Tree Watchdog (publication of the Maine Center for Public Interest Reporting) ran a revealing story headlined “University System Cuts while Reserve Fund Grows to $177m.” 

Overall, the University of Maine system is in strong financial condition. Cutting the core mission of the University cannot be supported as a response to unsupported deficit predictions. 
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