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MEMORANDUM
Date:

November 9, 2017

To:

UMass Board of Trustees

Cc:

Robert J. Manning, Chairman, UMass Board of Trustees
Maria D. Furman, Chair, Audit Committee

From:

Martin T. Meehan, President

Re:

KPMG Report on UMass Boston Budget

In February 2017, I instructed the UMass Internal Audit Department to hire an independent
audit firm to review the budget process at UMass Boston in an effort to determine the root
causes of UMass Boston’s FY17 budget deficit.
Internal Audit contracted with KPMG LLP (KPMG) to conduct a review of the UMass Boston
budget process for FY16 and FY17. Attached is KPMG’s completed report.
As I reported to the board at the April 2017 meetings of the Committee on Administration &
Finance and Committee of the Whole, the KPMG review was one of several action steps to
address the budget deficit and assist in returning UMass Boston to financial stability. The
actions were prompted by my lack of confidence in the financial reporting the system office and
the Board of Trustees was receiving from the UMass Boston’s management and leadership
dating back to FY16. Other actions included the establishment of a cross-functional budget task
force and the hiring of Barry Mills to assume control of UMass Boston finances and operations.
The attached KPMG report examines five areas related to budget development, monitoring,
oversight and accountability at UMass Boston in FY16 and FY17. It contains some very troubling
findings regarding UMass Boston’s process for development and monitoring of its annual
budget, including but not limited to:
•

A significantly inadequate budgeting processes

•

A lack of documentation and accountability for budget projections

•

Ineffective use of budget planning and control software for monitoring and reporting
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•

Unexpected reductions in reserves resulting from poor planning of capital and other
spending

•

A lack of response from UMass Boston leadership to budget concerns elevated by the
UMass Boston vice chancellor of administration & finance

•

A lack of commitment from UMass Boston campus leadership to meeting the budget it
presented to the Board of Trustees

•

A lack of credible budget reporting internally and to the system office

•

The presence of an “internal” budget different from the one approved by the Board of
Trustees and being monitored by the system office

•

A culture at UMass Boston that treated the budget as a “guideline” and not an
“operational reality”

The report makes best practice recommendations for how to correct these issues, and current
UMass Boston management, led by Barry Mills, appointed Interim Chancellor as of July 1, has
provided management responses in each section.
Chancellor Mills has made personnel and operational changes that have resulted in significant
improvements in many areas. I am confident that the issues raised in the KPMG report are
either already being addressed by new UMass Boston management or that plans are in place to
address them moving forward. In addition to the KPMG report, I have attached a summary of
new personnel now in place at UMass Boston, as well as a recent report from Chancellor Mills on
the FY18 budget, including planned personnel reductions and other expense reductions.
However, returning UMass Boston to strong financial footing will be a multi-year process that
will require many difficult decisions.
Keeping UMass Boston on a path to sustainable finances while preserving its critical mission
and minimizing negative impact on student success and experience will be a priority for both
UMass Boston leadership and the system office moving forward.
I want to thank the board for its attention to these issues. System office and Board of Trustees
decisions are only as good as the information available to support them, and the KPMG report
demonstrates that the budget projections provided by UMass Boston in FY16 and FY17 were the
result of an inadequate budget development and monitoring process. The Board of Trustees has
broad authority to ensure that university funds are spent properly and that the university is
exercising appropriate stewardship of its assets, but responsibility for campus-level budget
planning and management is delegated to the five chancellors, who I must hold accountable for
managing to their budgets and meeting their goals.
The system office will continue to focus on ensuring timely and accurate data to the Board of
Trustees. Required quarterly financial reporting by the campuses, which was implemented by
the system office in FY17, provides an opportunity to gain insight and ask questions. The
quarterly reports helped surface the issue at UMass Boston. In addition, the system office has
developed a strategic roadmap to drive improvement in four areas:
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•

System office oversight that includes independent and objective analysis of data,
processes, policies and controls

•

Internal system-wide controls, with standard processes designed to provide reasonable
assurance regarding the achievement of objectives

•

System-wide transparency in the form of reliable, timely reporting from the campuses to
the system office that is accessible and understandable

•

Risk management tracking, analysis and planning

Projects underway to support these goals include a new A&F executive dashboard that will allow
the system office to pull real-time data directly from the campuses; more precise system-wide
enrollment tracking and predictive analytics to validate budget projections; and greater analysis
and scrutiny by the system office of performance indicators.
It is my sincere hope that the attached report from KPMG helps bring to a close a difficult
chapter for the university and return our full focus to the future and to our mission of access,
opportunity, research and public service at UMass Boston and all of our campuses.
In addition, the report should help inform the UMass Boston Chancellor Search Committee’s
work to identify the type of leader best suited to guide UMass Boston into its next era. The
committee’s first meeting is scheduled for Friday, Nov. 10.
Hard copies of the KPMG report are available in the board secretary’s office. If you have any
questions, please do not hesitate to contact me directly.
Enclosures:
•
•
•

KPMG report on Budget Review of UMass Boston
Summary of new UMass Boston personnel
Chancellor Mills’ Oct. 12 Town Hall presentation
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SUMMARY OF NEW UMASS BOSTON LEADERSHIP
UMass Boston’s success in restoring its financial health, in developing a new level of control and
oversight over its major construction projects and in building a new sense of optimism about the future
has been driven by a team that brings together new leaders, working in conjunction with experienced
campus officials and UMB’s dedicated faculty and staff.
New personnel:
Barry Mills
Interim Chancellor
Barry Mills became Deputy Chancellor/Chief Operating Officer and then Interim Chancellor of UMass
Boston after serving 14 distinguished years as president of Bowdoin College.
His accomplishments at Bowdoin included increasing the college’s endowment by nearly $1 billion,
replacing student loans with grants and completing a major curriculum reform.
Prior to becoming Bowdoin’s 14th president, Mills was a partner at the New York law firm Debevoise &
Plimpton, where his work concentrated on corporate law, real estate and corporate finance.
Born in Providence, R.I., Mills graduated from Bowdoin College cum laude in 1972 with a double major
in biochemistry and government. He earned his doctorate in biology in 1976 at Syracuse University and a
law degree in 1979 from the Columbia University School of Law.
Kathleen Kirleis
Vice Chancellor for Administration and Finance
Kathleen Kirleis brings extensive public sector and higher education experience to the position of Vice
Chancellor for Administration and Finance. Prior to joining UMass Boston, she served as Vice President
for Finance and Administrative Services at Massachusetts Bay Community College and before that served
the City of Boston for nearly 14 years in senior finance positions at the Boston Fire Department and the
Boston Public Library.
Kirleis attended SUNY Plattsburgh, graduating magna cum laude with a degree in Accounting, and holds
a J.D. from Suffolk University Law School. She is a Certified Public Accountant and a member of the
Massachusetts bar and presently serves on the board of the Plattsburgh College Foundation.
Garrett Smith
Assistant Chancellor
As assistant chancellor, Garrett Smith brings significant experience and expertise in management and
policy development, with much of his work focused on education and improving the delivery of
educational services.
Prior to UMass Boston, Smith worked as portfolio manager at Strategic Grant Partners. He previously
was a managing director at the District Management Council, a consultant to the National Math and
Science Initiative, and worked in policy development at the US Department of Education. He began his
career as a management consultant at Bain & Company. He serves on the board of directors at Building
Educated Leaders for Life (BELL).
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Smith received a BA in Math and Economics from Williams College and an MBA and MPA from
Harvard University.
Chris Giuliani
Associate Vice Chancellor for Administration and Finance
Chris Giuliani is serving as Associate Vice Chancellor for Administration and Finance. Giuliani brings
more than 20 years of state, municipal, K-12 and quasi-government finance and budgeting experience,
having served as an economist for the Massachusetts Departments of Revenue and Labor, as Deputy
Budget Director for the City of Boston, Deputy and Acting Chief Financial Officer for the Boston Public
Schools, and most recently as Director of Finance and Chief Procurement Officer for the Boston Planning
& Development Agency.
Giuliani received a BS in Economics from Northeastern University and an MPA from Suffolk University.
UMass Boston officials who have assumed new roles:
Marie Bowen
Vice Chancellor for Human Resources
Vice Chancellor Bowen previously served as assistant vice chancellor for Human Resources at UMass
Amherst. She earned a BA in English from Harvard College, a JD from the University of Virginia School
of Law, and an MA in Library and Information Sciences from Simmons College. Vice Chancellor Bowen
is an accomplished human resources professional, who has held key positions at Harvard Law School and
the Massachusetts Port Authority, in addition to her service at UMass Amherst.
Emily McDermott
Interim Provost and Vice Chancellor for Academic Affairs
Provost McDermott joined the UMass Boston faculty in 1974, with a BA from Bryn Mawr College and a
PhD in Classics from Yale University. Her substantial teaching experience spans more than 35 different
undergraduate and graduate courses, both in classrooms and online. As associate provost and dean of
faculty, she helped to lead the campus strategic planning process and served as a liaison to the Faculty
Staff Union and advisor to the provost.
Georgianna Meléndez
Vice Chancellor for Diversity, Equity and Inclusion
Vice Chancellor Meléndez served as the university’s chief diversity officer and Title IX coordinator, after
joining UMass Boston as executive director of Commonwealth Compact, an initiative to establish
Massachusetts as a leader in diversity and inclusion in the workforce space. She earned her bachelor’s
degree at Bentley University, a master’s degree in public affairs from UMass Boston and is a doctoral
candidate in UMass Boston’s College of Management Business Administration program.
Bala Sundaram
Vice Provost for Research and Strategic Initiatives and Dean of Graduate Studies
Dean Sundaram joined UMass Boston in 2006, having previously served in positions at the City
University of New York, University of Texas at Austin, Los Alamos National Laboratory and Johns
Hopkins University. He earned his BS in physics from St. Stephen’s College, Delhi University, and a PhD
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in physics from the University of Pittsburgh. A theoretical physicist by training, Dean Sundaram’s
research interests include quantum and classical chaos, the quantum-to-classical transition and
applications of nonlinear dynamics in biology and cognitive science.
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Town Hall Meeting

October 12, 2017
Presented by:

Barry Mills, Interim Chancellor
Kathleen Kirleis, Vice Chancellor for Administration and Finance
Emily McDermott, Interim Provost and Vice-Chancellor of Academic Affairs

Agenda

▸
▸
▸
▸
▸
▸
▸

Introduction
FY17 Results
FY18 Operating Budget
Capital Projects Update
Parking Update
Academic Program
Questions and Comments

FY17 Operating Results

FY17 Actual Results

FY17 Forecast

FY17 Actual

(in thousands)

(in thousands)

Operating Revenues

$424,311

$421,461

Salaries and Fringe Benefits

$281,414

$275,330

Nonpersonnel operating expenses

99,589

98,250

Scholarships and fellowships

14,102

16,160

Depreciation Expense

23,321

22,247

Interest Expense

12,885

12,476

$431,311

$424,463

($7,000)

($3,002)

Total Operating Expenses
Deficit

Operating Margin Trend

FY14

FY15

FY16

FY17
Town
Hall

FY17
Actual

Enrollment (headcount)

16,277

16,756

17,030

16,847

16,847

Revenue (in thousands)

354,137

376,122

406,403

424,310

421,461

Expenses (in thousands)

347,427

377,435

411,912

431,310

424,463

Operating Margin $ (in thousands)

6,710

-1,313

-5,509

-7,000

-3,002

Operating Margin %

1.9%

-0.8%

-1.4%

-1.6%

-0.7%

FY17 Operating Expense Reductions

•
•
•
•
•
•
•
•
•

Base budget reductions
Lower staffing costs/hiring freeze
Capitalization of equipment
Financial aid (lower enrollment)
Deferred IT investments
Shuttle/utility savings
Graduate students/waivers
Capitalization temporary parking
NUP voluntary furlough

$11.2M
$3.5M
$2.3M
$1.0M
$1.2M
$1.2M
$410K
$408K
$234K

FY18 Operating Budget

FY18 Start – Cause for Celebration
A positive start to FY18 includes:
▸ This fall, UMB welcomed the largest freshmen class, with 1,881 students,
and the largest new undergraduate class, 3,425 students, in its history.
▸ Our major construction projects – the UCRR, student residence hall, new
parking garage – are making substantial progress and are on course to be
completed during this academic year.
▸ UMass Boston faculty continue to be recognized for achievements in
teaching and research, as well as for service to the community.
▸ UMB rose in U.S. News & World Report’s top-tier National Universities
category and for the third year in a row, UMass Boston won Princeton
Review “Best in the Northeast” honors.

The $30M Deficit as presented at the May 2017 Town Hall

FY18
(in millions)

Revenues
Operating Budget
Depreciation Expense

$427.8
($431.6)
($25.3)

Subtotal Expense

($456.9)

Surplus/(Deficit)

($29.1)

Deficit Change to $18M
As FY17 activity was completed, model assumptions were updated
based on work completed to date
FY18
(in millions)

Deficit

($29.1)

Plus: Increased state appropriation for fringe benefits

1.2

Additional Tuition and Fees Revenue

.4

Miscellaneous increased revenue

.2

Less: Payroll and fringe benefits
Non-personnel cuts that would carry over to FY18
Depreciation and interest expense update
Deficit

3.5
4.5
.8
($18.5)

FY18 Budget Planning Process – Steps Taken
▸ The UMass system has given us a target of getting to a $5M deficit.
▸ Over the last few months, conversations with leadership, both
academic and administrative, have taken place.
▸ What was looked at and talked about was trying to understand, as a
guide rather than a mandate, what it would look like in different
areas of the university if there was:
• A 10% reduction in personnel costs based off of FY17 committed
• A 10% reduction in nonpersonnel costs based off of FY16 actuals

▸ Planning focused on maintaining the integrity of the university’s
academic program
▸ Proposed plans were reviewed for alignment with available
resources and campus priorities

FY18 Budget Planning Process – New Costs

The FY18 budget also includes the following new costs:
▸ Residence Halls/ 24-7 operations - $1,844K
▸ Collective bargaining parameters – $540K
▸ Additional financial aid - $490K
▸ Adjust utilities budgeting for ISC and University Hall - $434K

Closing the Gap - FY18 Savings Plans Implemented to Date

FY18
(in thousands)

NTT savings and associated fringe benefits costs
Voluntary Retirement Incentive Program
Voluntary Retirement Incentive Program Benefits
Early Learning Center – closure January 2018

$1,123
827
880
259

Total

$3,089

Remaining FY18 Budget Gap

FY18
(in thousands)

FY18 Budget Gap
Less: FY18 Savings Plans Implemented to date
Total Remaining Gap

($18,551)
3,089
$15,462

Closing the Gap – Additional FY18 Plans

FY18
(in thousands)

Cost of Living Adjustment Parameters

($540)

Increased Financial Aid to Students

(490)

Non-personnel operating expense reductions – Vice-Chancellors

3,632

Non-personnel operating expense reductions – Academic
Affairs

2,400

Temporary employees (CC) reduction

1,000

Printer consolidation project

100

Additional miscellaneous savings

480

Total

$6,582

Remaining FY18 Budget Gap

FY18
(in thousands)

FY18 Budget Gap after Completed Implemented Savings
Less: FY18 Savings Plans to be implemented
Total Remaining Gap

($15,462)
6,582
$8,880

Staffing Discussions
As part of the budget planning conversations, discussion
was held with the Deans and Vice Chancellors about how
the staffing in their areas might look with a 10% reduction
compared to FY17 committed funds with
▸ No reductions to tenured faculty
▸ No reductions to tenure track faculty
▸ No reductions to NTT’s

Remaining FY18 Budget Gap

FY18
(in thousands)

FY18 Budget Gap after Completed Implemented Savings
Less: FY18 Savings Plans to be implemented
Total Remaining Gap
Personnel savings
Amount of Deficit Remaining

($15,462)
6,582
($8,880)
1,800
($7,080)

Personnel Reductions

▸ Involves 40-70 positions
▸ Tentative plans are presently being reviewed
▸ Discussion with unions to take all appropriate steps
▸ Notifications to be completed in November

Next Steps to Get to $5M Deficit or Better
To close the remaining budget gap, further areas of
university operations are under review and being discussed
▸
▸
▸
▸
▸
▸

Centers and Institutes
Negotiated furlough
Program Review
Temporary Employees
Reorganization of administration and finance functions
Reorganization of marketing

What Does This Mean for the Future?
▸ A pathway is there to solidify the university’s financial future
▸ The university is being right-sized to support our current
operations and to become better
▸ Can make decisions on how to move forward
▸ Can focus on how to grow net revenue, including
▸ Increased enrollment
▸ Online education
▸ Bayside development
▸ Be in a better position to solve the remaining funding needs for
the substructure project

Capital Projects Update

New Project – Substructure / SDQD

▸ Substructure/SDQD project approved by Board
of Trustees in the amount of $155.5M.
▸ The Commonwealth’s FY18 Capital Plan
appropriates $78M of funding over the next three
fiscal years, beginning with $6M in FY18.
▸ Relocation work for the Science Center and
Athletics areas is underway.

Projects Removed from the Capital Plan

▸
▸
▸
▸
▸

Tri-Generation Plant - $27.5M
Public Safety and Athletics Building - $22.7M
Various Other Projects - $11.7M
New Pool - $10.0M
New Greenhouse - $4.5M
Total - $76.4M

Project Funding Update – Parking Garage

▸ Originally approved by the Board of Trustees as a P3 project
▸ Now approved as a debt-financed project in the amount of
$71M scheduled (and on track) to be completed after the end
of academic year 2017-2018
▸ Debt service on the garage is $4.1M annually

Campus Parking
▸ The construction of the parking garage and the fact that
parking rates have not increased in several years has made it
necessary for the university to look at its parking rates.
▸ The campus has hired Walker Parking Consultants to help
develop an overall transportation strategy, including
recommendations on parking fees to support the university’s
parking and shuttle services.
▸ Recommendations expected to be out later this month and
then there will be conversations with the unions and
appropriate parties as we are required to do.

Academic Programs

Comments and Questions?

