Budget Allocation Review Committee – Session 13
April 17, 2025

Attendees: Ann Sherman, Jen St Peter, Lauren Goolsby, Nate Thompson, Anthony Wilson, Margaret Wood, Kelly McCusker, Scott Dawson, Julien Langou, Nikolas Chabot-Olson, Amy McGuire, Laura Argys, Julia Mahfouz
Leadership Guests: Chancellor Ken Christensen, Marty Dunn (CEDC), Paul Teske (SPA), Rich Allen (CLAS), Mark Swackhamer (CAP), Ann Komara (CAP), Marvin Lynn (SEHD)
Missing Attendees: Beth Myers, Phillip DeLeon, Savannah Brooks, Mark Golkowski, Stephanie Kelly, Lucinda Bliss (CAM), Interim Provost Pam Jansma 

NOTES
Welcome & Context Setting
· Review of why we are here: it is best practice to review our budget model every 5 years. Chancellor Marks asked for a recommendation from the committee to guide our next steps.
· Ann Sherman reviewed the charge for the committee and the activities that have occurred as part of the BARC meetings (including key messages) and to educate the campus community over the past 9 months.
Review of the Proposed Model
· Jen St Peter provided an overview of the decision levels for determining the recommended budget model and walked through the decisions made at each level:
· Level 1: Considered incremental and incentive/outcome-based models
· Level 2: Revenue allocations (splitting out tuition revenue and state funding), indirect cost allocations (front end approach for mandatory costs and campus support units) and university funds (1% initiatives pool)
· Level 3: revenue allocation metrics (50-50 split for credit hours of major and credit hours of instruction, state funding based on resident student credit hours, 3-year weighted average)
· Jen also shared a visual representation of the steps of the model.
· Questions from deans:
· Ann (CAP): Where does non-resident fit? 
· This is embedded in step 3 – the tuition revenue splits out into undergraduate resident, graduate resident, undergraduate non-resident, and graduate non-resident
· Paul (SPA): How did the group talk about incremental models? Did this assume an even level of growth, or something similar to what we did before the paused model?
· The group didn’t discuss a lot of specifics about an incremental model.   What we had before was a combination model that allowed for specific investments and the remainder was incremental.
· Marty: What are the improvements in the proposed model?
· Jen reviewed the presenting problems and pain points that BARC heard from leaders at the beginning of the process. Ann reviewed the specific improvements, including the move to a 50-50 split, three-year metrics smoothing, clear recommendations re: what funding is in/out of the model, model is easier to explain
· Chancellor Christensen spoke about the areas of growth that will not require additional investment (e.g. classes not filled to capacity) – zero cost seats where we have excess capacity. These are the areas that we need to focus on first to annihilate the structural budget deficit. By doing this we will be able to invest. We have to generate revenue with our current resources to grow. At the same time we have places where we are bursting – this is why it is so important to get this right so we can invest.
· Julia: What are the next steps for subvention decisions?
· Jen explained that the proposal is for deans to identify the approach to subvention. She explained the decisions to be made, including: 1) the initial dollar levels, 2) considerations for offsets, 3) potential for multi-year conditions being applied to subvention to encourage sustainability
· Paul: What is our approach to reserves?
· Jen explained that CU does not have a reserve policy, but this is something that is needed going forward. Reserves are not tied to subvention or the budget model directly, but it does speak to how we ensure we have a healthy university. This is something we will need to talk about over the next year
· Marty: What are we are doing in parallel this next year? What will run parallel with our existing model?
· Jen explained that we would plug the numbers into a budget model to see what spits out. We will “poke” at the differences to assess how the model will impact areas – stress testing what might happen under different scenarios.
· Julien: Will we use our existing model for the coming year?
· Ann: Yes, we will use basically an incremental model since we have not been running our 2017 model. We will also look at the comparison of the updated/proposed model.
· Marty: Will we be able to run the new model without subvention?
· Jen: We will run the model before subvention and to inform our thinking about what subvention will look like.
· Paul: Could we run the model on our old financial data?
· Jen: We could, but the model is entirely different – for example, the net allocable revenue will look different; subvention would not be part of it, which would skew our view. Retirements would also make hard to compare year over year, communications shift of staff would also make it hard to compare year over year.
· Laura: Unevenness in retirements would be helpful to see 
· Paul: Can you walk through the 50-50 logic and how this encourages collaboration. SPA has CJ majors that take courses in CLAS. That seems like a better deal for us. Is that such a good deal that I will not offer a course because CLAS is offering that. There may be other considerations (e.g. course fill) that would be factors.
· Nate: With 75-25 model, there was energy put into generating core classes to grow; we want to slow that behavior, but may create other behaviors we cannot predict. The hope is to not incentivize getting more people in seats in your college if you can collaborate.
· Rich: Is there simple modeling we could do? Moving to 50-50 puts a split that uncovers the instruction. A single course (~30 seats), what is the revenue? We have been under a myth that this is a way to generate revenue – but there may actually be a hit at the macro level
· Jen: We asked the committee to make principle-based decisions. For example, we want to be more collaborative and row in the same direction. We had pain points and we wanted to try something different. We do need to do some modeling. The way we turn around is not the course level, it’s the student level. 
· Rich: Are the assumptions matching the principle in the right way? Can we understand that through scenarios?
· Chancellor Christensen: We are not going to let any unit suffer. That is part of the parallel process to dig in and understand it better; this is not set in stone, it is malleable. We will not let units suffer based on their costs.
· Laura: This is the least unanimous decision in the group. What ruled the day was that some colleges were offering classes and duplicating but they did not want to do this. EAB recommended a range between 85-15 to 70-30. We are well outside that range. The cost of instruction does not match this. We should not duplicate classes, but there are other ways to do that. The model may allocate far less revenue to CLAS.
· Marty: It is hard to step through sequentially since it could be addressed by subvention.
· Chancellor Christensen: We will not let any units suffer.
· Nate: The goal behind this was to foster more collaboration across units. How we do that, no one knows yet. Duplication of classes is a data point. 
· Julien: The goal was to avoid further duplication. 
· Laura: The split does not cover the cost of instruction
· Chancellor Christensen: Let’s think about this at a higher level. We only serve half our student body, We only graduate 46% of our students, 5% are still enrolled; 22% stop out. We wouldn’t be having these conversations if we were properly serving our students. This is a systemic issue. This isn’t even about new enrollment, this is people who are currently paying for services at our university. I find this abhorrent. People will tell me, people transfer to Boulder. Of these people who transfer out, they are 2.3 GPA – they are not going to Boulder. There are levers we can pull now without enrolling any more students that complete obviate the conversations we are having. We need to level-set that way. Retention is so critical. We lose half of the students who transfer out within their first 30 credit hours. Major changes – timing is in later years – 85% of students who change majors are doing after year 1. We are failing them there too. I want us to think about this. We will model in parallel before we operationalize and will absolutely adjust if we have to do that. But there are things we can do that annihilate the need for this conversation.  We fail too many of our students along the way. We talk about growth and enrollment, but it’s really about retention. Five hundred more students staying with us, we get rid of the structural budget deficit. Please take this information back to your units. This is the most tangible thing – students paying tuition and failing out.	
Guiding Principles and Next steps
· Jen reviewed the guiding principles for the group, including measures of success.
· The BARC is working on a written report that will summarize the work of the group over the past year. It will be presented to the Chancellor
· We will have conversations with the deans about cross-subsidization
BARC Member Reflections
· Julia: As a faculty who does not work with numbers and budget models, it was informative to understand how things operate
· Kelly: Appreciate having all levels of the university represented – lots of perspectives.
Key Messages
· Ann, Jen and the BARC members recapped the process the BARC has gone through over the past year with Chancellor and Deans. 
· The BARC shared the final budget model proposal that has been developed through the BARC committee discussions.
· Chancellor Christensen emphasized the importance of focusing on student retention in order to serve the students who come to CU Denver and to address our structural budget deficit.
