MINUTES OF THE MEETING
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MONTANA STATE
HOUSE OF REPRESENTATIVES

February 18, 1985

Tape 58 Side A

The meeting of the Education Subcommittee was called to
order at 7:05 A.M. by Chairman Gene Donaldson on Monday,
February 18, 1985, in Room 104 of the State Capitol.

ROLL CALL: All members were present.

The purpose of the meeting was discussion of the budget

of the Montana University System, with presentations being
made by the Legislative Fiscal Analyst's office, the Office
of the Commissioner of Higher Education, and Western
Montana College.

The first presentation was made by Pam Joehler, Legislative
Fiscal Analyst's office (58:A:025) (EXHIBITS 1 and 2). Ms.
Joehler first discussed the differences between the LFA's
current level analysis and the Executive budget.

The budget for the University System is greatly dependent
on enrollment. LFA current level analysis continues the
fiscal year 1985 appropriated level of FTE, Ms. Joehler
said. Enrollment will be decreasing on a systemwide

basis at the units. For purposes of current level, the

LFA continued funding recommendations at the 1985 appro-
priated level. The LFA considered high school graduating
trends, class survival ratios and class composition for the
purpose of evaluating and anticipating enrollment changes
over the next biennium, Ms. Joehler said.

For the instruction program, the LFA maintained current
level at 97 percent while the Executive used 100 percent.
For student faculty ratios, the LFA used the same rates

as the Executive, Ms. Joehler said, except for an increased
student faculty ratio at Northern Montana College from
14.23 to 14.89.

For faculty salaries, current level analysis does not include
the critical area adjustment in the average faculty salary
computation, Ms. Joehler said. The critical area adjust-
ment is added on after the salaries are computed. The

LFA used slightly higher benefit rates than the Executive.

In the instructional support area, LFA current level analy-
sis calculated a support rate per FTE consistent with prior
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years. The average student enrollment, by discipline groups
for the most recent actual three years was used to calcu-
late the instruction support rate for each institution,

Ms. Joehler explained. This rate reflects each unit's
unique discipline and student mix. Total instructional
support 1is calculated as this rate multiplied by the student
enrollment, she explained.

In the support program area, the LFA calculated the sup-
port program expenditure needs based on the estimated
student enrollment and a support rate. This rate, which
was developed at the same time as the University funding
formula, reflects similar expenditures of university and
college peers. The approach differs from the Executive's
in that LFA current level does reflect consideration of
peers, Ms. Joehler said.

The high headcount adjustment was calculated differently
from the Executive. It was calculated by the LFA as one-
third of one percent of the total faculty compensation for
each five percent increment the headcount exceeded fiscal
year FTE in fiscal year 1984. Current level funds the
support at 95 percent, which is the same level that was
funded during the last legislative session, Ms. Joehler
said. LFA current level did not add on the insurance,
audit or remote job entry costs, as these are support
expenditures which are included in the support rates.

The support program budget is not developed on a cost plus
basis, Ms. Joehler said. Each university unit is provided
the flexibility to fund its support activities within its

appropriation.

In the incremental areas, LFA current level funded the
personal services portion of each budget at the fiscal year
1985 appropriated level including pay plan, or the 1986
request, whichever was lower, Ms. Joehler said.

Since the University units are not on the State Payroll
Personnel Position Control System, the vacancy savings

rates experienced by the units are not positively determined,
and therefore vacancy savings were not applied to the

budget, Ms. Joehler said.

LFA current level analysis continued the tuition rates at
94 percent of the estimated peer level. LFA current level
analysis also included indirect costs at 85 percent rather
than 70 percent. Land dgrant income was included, Ms.
Joehler said.

Ms. Joehler said the major issues which should be addressed
during the current legislative session are:
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(1) decreasing enrollments;

(2) legislative funding level;

(3) peer support rate;

(4) new space;

(5) computer equipment acquisition;
(6) tuition rates.

Anticipated system-wide student enrollment for the 1987
biennium is estimated to be 3.4 percent lower than the
fiscal year 1984 actual and fiscal 1985 appropriated

levels. Decreasing enrollment is expected to continue.

The impact of changing enrollment is felt in the instruction,
support and scholarships and fellowships programs. The
Instruction Program would feel the biggest fiscal impact,

Ms. Joehler said.

The LFA's office feels it is imperative for the Legislature
to recognize the enrollment drop in the 1987 biennium.

The Commissioner's Office is proposing that the the enroll-
ment estimate from 1985 be funded for the 1987 biennium.
Doing this would only delay the impact of reduced enroll-
ments until the next legislative session, Ms. Joehler

said. If the Legislature funds the Commissioner's anti-
cipated enrollment, the second year of the biennium will

be over-funded by 570 students, or approximately $1.5
million. If the declining enrollment is ignored by the
Legislature, future legislatures will face a more diffi-
cult task in dealing with the problem of program and
faculty cut-backs, she said.

The second issue that the Legislature will face is deter-
mining the legislative funding level of the enrollment-
driven portion of the budget, Ms. Joehler said. LFA
current level continued funding at 97 percent for the in-
struction program and 95 percent for the support program.
The Commissioner and Executive have both recommended that
these programs be funded at 100 percent. Going to 100
percent funding will cost approximately $3.6 million each
year.

Ms. Joehler said the university peers are spending an average
of $1,335 per FYFTE in fiscal 1983 for support, while

Montana used $1,237 per FYFTE as the base support rate to

set the 1983 appropriation. Conversely, the college peers
reported spending an average of $1,169 per FYFTE, while the
base support rate used to establish the college's support
rate was $1,229 per FYFTE. Montana Tech's peers were

fairly close: the peers reported an average of FYFTE ex-
penditures of $1,473, while the base support rate at Tech

was $1,462. The question is: should the Legislature change
that basic support rate to make the state's colleges and
universities equal to what is being spent at the peer schools?
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The impact of doing so would cause an increase in ex-
penditures at the University of Montana, Montana State
University and Montana Tech and decreases at the three
colleges.

The fourth issue that must be faced is new space, Ms.
Joehler said. Montana State and Montana Tech have sub-
mitted requests for additional plant operating and main-
tenance funds as a result of new construction expected

to be completed in the 1987 biennium. The University of
Montana is requesting a base adjustment of its Fine Arts
Building, as the Legislature approved an adjustment in
fiscal 1985 equal to 11 rather than 12 months. The LFA's
analysis found the estimated completion date of July 1,
1986, for the engineering/classroom laboratory building
at Montana Tech to be realistic, and the request of $3
per square foot in fiscal 1987 is in line with the rent
charged state agencies in the Capitol Complex. No adjust-
ment to Montana Tech's new space request 1is proposed.

The estimated completion dates on Montana State's con-

trolled environment facility have been delayed because

the bid solicited in the fall of 1984 came in above the
estimate. The LFA's proposed adjustment anticipates a

six-month delay for completion, Ms. Joehler said.

The LFA proposes that the base adjustment for the Per-
forming Arts and Radio/Television Building at the Uni-
versity of Montana be equal to one-eleventh of the adjust-
ment provided for 1985, plus inflation.

The fifth issue discussed by Ms. Joehler was the computer
equipment acquisition requests. Four units have submitted
requests for computer hardware acquisitions totaling
$2,706,774 for the 1987 biennium. The units have requested
that the funding for these computer purchases be provided
from the General Fund. The Legislature may want to con-
sider sources other than the General Fund for the purpose
of providing a portion or all of the funding for these
requests. Alternative sources are:

(1) Revenue earned from computer services provided
by each unit's central computing facility; and

(2) Revenue earned from the special computer fee
assessed each regular student.

The sixth issue discussed was tuition rates. Ms. Joehler
said the 1983 Legislature established the resident tuition
and fee rate based on 94 percent of the estimated peer
average in the 1985 biennium, and non-resident tuition and
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fees were set at 100 percent. The Board of Regents has
approved the tuition rates for next year. The non-resident
tuition and fee rates are proposed to continue at 100
percent of the estimated peer average, while the resident
tuition and fees are recommended at 97 percent of the esti-
mated peer average for 1986 and just over 99 percent for
fiscal 1987.

Non-resident students pay the resident tuition plus the
additional non-resident tuition. All three proposals
would place the non-resident total tuition at 100 percent
of the anticipated peer levels in fiscal 1986 and 1987.
The LFA expects this will be $2,389 in fiscal 1986 and
$2,528 in fiscal 1987, Ms. Joehler said.

In summary, Ms. Joehler pointed out that Table 18, Exhibit
2 details the impact on the current level budget caused by
implementation of the following factors:

(1) LFA estimated enrollment;
(2) 100 percent funding for instruction;
(3) 100 percent funding for support; and
(4) 100 percent tuition rates.

Overall, the expenditure impact from all of these changes
would be a $931,867 increase in fiscal 1986 caused pri-
marily from the increase of full formula funding. In
fiscal 1987, the system-wide expenditure impact would be
a decrease of $667,363 from the current level budget,

Ms. Joehler said.

A question and answer session followed between Ms. Joehler
and members of the Subcommittee (58:A:332).

A presentation by the Office of the Commissioner of Higher
Education followed.

Jeff Morrison (58:A:366), Chairman, Board of Regents, said
in difficult times colleges and universities should be
part of the solution not part of the problem. It is the
responsibility of the University System to prepare people
to be self-sufficient and to make a positive contribution
to society. It is also the System's responsibility to
provide research in basic industries, to provide a ready
source of information for problem-solving, and to provide
public service. These responsibilities are being carried
out, he said. Graduates are finding jobs, and meaningful
research is being done.

During the past several biennia, a major problem has been
unfunded enrollment increases, Mr. Morrison said. Another
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problem has been funding of the peer formula. In addition,
there have been almost no approvals for program or other
modifications. The major problem of unfunded enrollment
has temporarily subsided, a trend which should continue
until the late 1980's, he said.

Students are being asked to pick up an increasing share
of their education, Mr. Morrison said. A computer fee
has been enacted and tuition has increased 20 percent for
the next biennium. At the same time, student aid and
loans have been targeted for decreases.

Mr. Morrison pointed out that Montana is not experiencing
the economic growth that other non-resource-dependent

states are experiencing. Nevertheless, he said, commitment
to quality higher education must be maintained. The number
one priority of the System is to obtain a peer-formula-
funded budget of 100 percent. Due to stablilzation of
enrollment and tuition increases, the formula can be brought
to 100 percent parity with the peers.

Mr. Morrison requested support of the Regent's and Governor's
basic budget requests. The basic ingredients of these
requests are:

(1) Using the latest 1985 enrollment estimates for
the coming biennium.

(2) Funding of instruction and support at 100 percent;
funding of summer session at 100 percent.

(3) Increasing the indirect cost recovery allowance
to at least 30 percent.

(4) Exempting instruction and support from vacancy
savings.

(5) Reaching agreement on the use of the land grant
income.

In addition, Mr. Morrison said support of an enrollment
phase-down for Montana Tech is requested. Carry-over
authority would also be helpful, and salaries continue
to be a concern. Equipment upgrading is a continuing
problem.

The University System is not standing still, Mr. Morrison
said. The System is dynamic and changing, and if it is to
continue to be a positive asset to the state, contiaued
economic support 1is necessary.

Mr. Morrison answered questions from the Subcommittee (58:A:600)
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Appearing next on behalf of the University System was

Dr. Irving Dayton (58:B:045), Commissioner of Higher
Education. He reminded the Subcommittee that as it deals
with a welter of numbers over the next few days, it should
keep in mind that the University System is here to serve
students and to serve the state. He said he hopes the
substance will be remembered along with the numbers. Dr.
Dayton discussed the fact that over recent years there have
been numerous reports on high schools; perhaps the most
notable one is "A Nation at Risk", which used strong
language about the state of education in the United

States. Prior to these reports, the Commissioners had

done a review of the University System because of concern
about preparation of incoming students. This culminated

in the Regents' recommendation of a college preparatory
program. Even though this program will not be in effect
officially for three years, it has already made a consider-
able impact on what is going on in the public schools,

he said.

Dr. Dayton said all six units of the University System have
studied, revised and strengthened their core requirements.
This action came spontaneously from within the institutions.
Another recent trend is a tighter screening inside the in-
stitutions in terms of students' formally applying to and
being accepted for a major at the junior level. He said
funding the formula at 100 percent will give the resources
to the System which will enable improvement of numerous
programs. He said students in the Montana universities

and colleges do get a competitive and quality education.
Dr. Dayton cited the stellar performances of Montana

State University and the University of Montana on the
national CPA examination. Last year MSU was first in

the country and the University of Montana was sixth. The
problem with job placement is that many graduates are going
outside of the state to work because the Montana economy
does not have a place for them, he said.

Chairman Donaldson commented that the Commissioner's Office,
OPI, and other education agencies are cooperating with

each other and working together and trying to address
education as a total component. Real and positive progress
has been made along these lines, he said, which is good for
the state.

Dr. Carrol Krause (58:B:143), Montana University Systen,
appeared next. He discussed cooperative activities of the
state Board of Education, the Office of Public Instruction
and the Commissioner's Office. He said the Board of Public
Education has taken the lead in the area of in-service
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training for public school teachers. Most of the require-
ments for certification have been upgraded. Almost 50
percent of the teachers in Montana have been trained in
other states, he said. One-fifth of the public schools

are accredited each year by the Office of Public Instruc-
tion. For the first time, people from higher education
are on those accreditation teams. Through this mechanism
it is hoped that the relationship between the college

and university faculties and the public school system
faculties will be improved. In the future, the state will
be faced with a severe teacher shortage, Dr. Krause said.
Previously, about 35 percent of the graduates of the Mon-
tana University System had teacher training, and now that
figure has dropped to 17 percent and is still going down.

A question and answer session followed between Dr. Krause,
Representative Francis Bardanouve, Chairman, Appropriations
Committee, and members of the Subcommittee (58:B:269).

Following a short recess, Jack Noble (58:B:409), Office of
the Commissioner of Higher Education, appeared before the
Subcommittee (EXHIBIT 3). Referring to Exhibit 3, he said
his office recommends using the revised regent current
year estimate of enrollment. He noted that even in the
vears when the state has had declines in the number of

high school seniors, the University System has had enroll-
ment increases. He said his office feels that the estimate
of 26,554 is solid. Mr. Noble stated that the Commissioner's
Office is not debating the fact that enrollment is going

to decline, but there are other assumptions built into
current level that are important and should be discussed.

Mr. Noble pointed out that for 1985, tuition comprises 20
percent of the total University System budget; General Fund
comprises 65.3 percent. There is one concern in the defi-
nition of "current level", and this is that while the total
budget for the six campuses went up $2.8 million, the only
funding source that was used to fund that definition was
the student tuition revenues that were recommended by the
Regents. There was no cost-sharing of that increase in

the budget. In 1987, the tuition and fee portion of the
budget will be 23.3 percent. He said "current level" should
be defined in terms of effort, so that as those dollars
increase, General Fund and tuition both bear some burden

of that cost.

After the enrollment adjustment from 27,451 to 26,554 is
made, there are some concerns regarding revenue, Mr. Noble
said. The total budget remains constant at $114 million;
General Fund drops by $3.2 million; tuition and fees in-
crease by $2.5 million. The net effect will mean that
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tuition will have replaced in total General Fund money.
The students would be paying 22.2 percent and General Fund
would be down to 62.5 percent.

Mr. Noble said his office is concerned about the starting
point, because it does involve changing enrollments and
changing tuition rates. In 1984, the University System
was at 91 percent of its peers for tuition rates.

Tape 59 Side A

In 1986, tuitions will go from $15 per credit hour to

$18 per credit hour. In 1987, tuition will go to $20 per
credit hours. By 1987, the Montana University System should
be at 100 percent of the peer institutions, Mr. Noble said.
Tuition revenue for 1986 will represent 25.3 percent of the
funding total, and in 1987, it will represent 27.4 percent
of the total for 1987. Over the biennium, this represents
a 20.2 percent increase. The Board of Regents feels that
it has done its share to the commitment to move to 100
percent of the formula, he said.

Mr. Noble answered questions from the Subcommittee (59:A:045).

Continuing his presentation, Mr. Noble (59:A:140) dis-
cussed adjusting the formula for the support programs from
95 percent to 100 percent. Adjusting to 100 percent of
formula funding for the instruction program would require
$1,856,000 in 1986 and $1,867,000 in 1987. On the revenue
side, Mr. Noble said the students have purchased 100 per-
cent funding of the instruction program, and there is still
change left on the table.

Discussing the cost of adjusting the formula for the sup-
port program from 95 percent to 100 percent, Mr. Noble
said the budget moves to $117.9 million, and General Fund
moves from $74.8 million to $75.2 million, and it declines
in 1987. He pointed out that to move the formula to 100
percent funding using the Commissioner's suggested enroll-
ment required $7.5 million over the current year. Of
that, the students are picking up $7.2 million, he said.

Mr. Noble said his office is obviously concerned with the
definition of "current level". If what constitutes current
level is not re-defined, the movement to 100 percent, even
though it would be funded by the student tuition rates,
would be negated.

Support costs cover academic support, student services and
institutional support. In a recent survey of support costs
for peer institutions, the large campuses are deficient

in the area of academic support and in the area of insti-
tional support. The student services program is on a

par with the the peers, Mr. Noble said.
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Mr. Noble discussed the approximate cost of removing the
one-third discount applied to faculty salaries in the
summer session (Exhibit 3, Schedule E).

Mr. Noble said his office has worked at putting this budget
together since last summer, and the forms and estimates
used in estimating indirect cost reimbursements were based
on eight-month-old data. Obviously, there have been
changes. He said his office would like to work with the
LFA's office over the next few days in order to check and
update information.

Regarding land grant income, Mr. Noble said this issue has
been on the books since 1976. Based upon a review of
Supreme Court rulings and the recent Attorney General's
opinion, it is the Commissioner's position that land grant
income is not subject to appropriation by the Legislature
(EXHIBIT 4). Mr. Noble said his office thinks the land
grant income for Eastern Montana College and Western Montana
College should be returned to the indentures for waich it
has been pledged. The land grant income for the University
of Montana and Montana State University is currently not
pledged. The Commissioner's Office is reviewing alterna-
tive uses for the funds and would be willing to work with
the Subcommittee in an attempt to reach an agreement as

to the use of the land grant income funds. Mr. Noble said
his office would like to discuss the possibility of using
these funds to purchase mainframe computers.

At this point, Mr. Noble said there were students at the
meeting who wished to have input regarding the tuition
rate and the operating budgets.

The first student to speak was Michelle Wing (59:A:350)
(EXHIBIT 5), Associated Students, Montana State University,
who said students were completely shut out of all the
decisions that were made on the tuition process. The
Regents' number is based on a comparison with peers. The
formula is valid for comparing costs of operations, but
not for determining charges to the taxpayer or student, she
said. The Regents' number was misrepresented, claiming

a lower percentage increase than that actually proposed,

by combining the tuition figure with the set fee number.
The Regents' proposed increase is disproportionately high,
compared to past increases. Tuition was used as a bar-
gaining tool for the Governor's budget. Student monies
should not be a negotiation crowbar, Ms. Wing said.

The next student was Les Morris (59:A:548), President,
Associated Students, Northern Montana College, who said
he wanted to express the students' dissatisfaction with the
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process used in the tuition decisions. He said at the Decem-
ber Board of Regents meeting in Havre, it was made clear

that the decision to raise tuition was made before the

open discussion at the December meeting. There was clearly
no procedure set up to establish tuition that would in-

volve students. Students of the University System should
have the opportunity to make their views on tuition known.
Mr. Morris also presented written testimony from Dallas
Curtiss, Eastern Montana College Associated Students (EX-
HIBIT 6).

Tape 59 Side B would not advance.
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The next student was Richard Mockler (EXHIBIT 7), Montana
Associated Students, who said students understand that
tuitions have to go up, but they would like the increases
to be more gradual. The process for setting the tuition
rates did not include any student input. When enrollments
decline at an institution, a phase-down is allowed.
Students would like to have a phasing-in of higher tuition
rates, he said.

The next presentation was made by Western Montana College (WMC).

Dr. Bob Thomas (60:A:118) (EXHIBIT 8), President, Western
Montana College, discussed the Rural Education Center at

WMC. The center is more than four years old. People from
the center make house calls and go to the small rural
schools, serving them in much the same way as the Cooperative
Extension Service assists the state's farms and ranches.

Dr. Thomas introduced Ralph Kroon, Field Service Coordin-
ator, Rural Education Center.

Mr. Kroon in turn introduced Donna Allens (60:A:164),

County Superintendent, Beaverhead County. She said the

Rural Education Center has produced a curriculum guide for
use by the rural school districts. The center has spon-
sored trustee workshops and developed a trustee handbook.

A rural education conference is also sponsored by the center.

Mr. Kroon next introduced Elizabeth Brewer (60:A:199),
teacher, Ringling, who said everyone wants quality educa-
tion. She said when she was assigned to a rural school,
she had had no previous experience with rural education.
The Rural Education Center provides a line of communica-
tion with other teachers, she said.

Mr. Kroon introduced Bob Anderson (60:A:225), Office of
Public Instruction (OPI), who said OPI is working with
the Rural Education Center to revise the accreditation
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standards in the area of facilities for Montana's schools.
There are about 100 one-room schoolhouses in the state,

he said, and these are the schools which often have problems
with accreditation. OPI is working in collaboration with
the Rural Education Center to bring those schools up to

the necessary accreditation standards.

Mr. Kroon (60:A:265) spoke next. He said the major role
of the center is to provide in-service training in the field.
The center works with the small (Class C) high schools in
the state. The center is involved in a research project
with West Texas State University and Brigham Young Uni-
versity on how rural students perform in city schools.
This research is centered in eastern Montana where there
are four counties which have a majority of the one--room
schools, Mr. Kroon said. The center will continue to be
a strong advocate for the rural schools and to strive for
excellence in those schools.

Mr. Kroon distributed written testimony on behalf of the
Rural Education Center from Hidde Van Duym, Board of Public
Education (EXHIBIT 9).

A question and answer session followed between Mr. Kroon
and the Subcommittee members (60:A:330).

Dr. Thomas (60:A:375) discussed the restoration of the income
and interest money from the land grant to the 1967 indenture
where it is pledged (EXHIBIT 10). He said the Regents have
stated that the only way WMC can build a swim center is to
use this income.

Dr. Thomas introduced Bob Crumley (60:A:408) (EXHIBIT 11),
senior and Student Body President, who said WMC's students
support the idea of the proposed swim center. A student
referendum was held in December, 1982, in which 81 percent
of those who voted were in favor of increasing the building
fee to help fund the swim center. The swim center would
help draw and retain students at WMC, he said.

Mr., Crumley introduced Jenny Butorovich (60:A:462) (EXHI-
BIT 12), who said the swimming facility presently being
used at WMC has a crumbling ceiling, dangerous diving

area, overly small locker rooms, and is generally dingy and
dilapidated.

Ms. Butorovich introduced Steve Howery (60:A:508) (EXHI-

BIT 13), who said Dillon offers little in the way of
recreational facilities. The construction of a new swimming
pool would give the community, as well as the students,

one more possible activity.
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Following a short recess, discussion of WMC's proposed
swim center continued.

Darlene Ware (60:A:597) (EXHIBIT 14), sophomore, Deer
Lodge, said the old pool: is a health and safety hazard;
it's too small; and it inhibits the students' competitive
abilities with other schools.

Tape 60 Side B would not advance.
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Kent Depner (EXHIBIT 15) said the benefits of a new pool

at WMC and to the town of Dillon are many. Mr. Depner,

a sports medicine major, said the water in the old pool
ranges in color from clear to a tint of green; the tempera-
ture fluctuates; and the air temperature is usually colder
by 15 to 20 degrees that that of the water.

Ernie Plutt (61:A:033) (EXHIBIT 16) said he is an end
result of WMC's swimming program: he's not a very good
swimmer.

Dr. Thomas (61:A:040) explained that the old pool at WMC
is the only one in the community of Dillon. A new swim
center is a community concern.

Butch Upshaw (61:A:048), Director, Dillon Chamber of Com-
merce, said nothing in Dillon has had so much community
support as the WMC swim center.

Cindy Eggleston (61:A:078, Dillon businesswoman, said the
new swim center is needed by WMC and by the community.

Dr. Thomas introduced Terry Cipher (61:A:116), Acting
Academic Vice President, WMC, who said the school has
revised its basic requirements and is becoming computer
literate. The graduate program has been revised, he said.

Dr. Thomas {61:A:158) discussed the issue of enrollment.

He said WMC's enrollment for 1985 is 880 (FTE). He said

for seven straight years WMC has been funded for less than
its actual enrollment. He requested funding at the 880 level.

Dr. Thomas next discussed the request for an adjustment on
the school's maintenance base. This request is the result
of an embarrassment that occurred at WMC after a legisla-
tive audit of the physical plant. The maintenance system
received a great deal of adverse publicity as a result of
this audit. Dr. Thomas said the physical plant was evalu-
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ated on the basis of a manual which was developed for
schools that are much bigger than WMC. The system used
at WMC for plant maintenance was to write down projects
on a blackboard; there was no paper trail. On a per-
square-foot basis, Dr. Thomas said WMC is far below any
other unit in the system in level of plant support.

Dr. Thomas introduced Glen Leavitt (61:A:209), Director,
Fiscal Affairs, WMC, who gave further background on the
physical plant issue.

Mr. Leavitt introduced Jim McPherson (61:A:274), Physical
Plant Director, WMC, who said a more orderly, up-to-date
record system has been set up for the physical plant.

He said they are critically short of personnel, and there
are also equipment shortages.

Dr. Thomas (61:A:328) summarized WMC's presentation. He
requested that the enrollment issue be considered for the
individual units of the University System. He said the
maintenance base should be raised so that it is in line
with the other units. He requested that every consideration
be given to the unique resource that is embodied in the
Rural Education Center. He said the link between the small
rural schools and the University System, which is pro-
vided by the center, is vital to the state. Finally, Dr.
Thomas said the real issue is not a swimming pool at WMC;
the real issue is the return of the income and interest
money from the land grant to the indenture to which is

was originally pledged in 1967.

Richard Mockler (61:A:370) (EXHIBIT 17), representing the
students at WMC, requested support of the maintenance base
adjustment.

Turning to the system-wide modified requests of the Univer-
sity System, Jack Noble (61:A:380) appeared first. He dis-
cussed the Indirect Cost Reimbursements request of the
University System, which is a request that the indirect
cost formula offset be modified from 15 percent to 100
percent. The formula budget study which was completed

in March, 1982, contains the following recommendation
regarding indirect cost reimbursements:

"A portion of indirect cost reimbursements should not
be applied toward funding formula generated budgets.
The committee recommends 15 percent be disregarded
until the question can be studied further and a clear
rationale for disregard determined."

Mr. Noble explained that indirect cost money is the revenue

that comes back from the federal government as a result of
costs associated with contract and grant research. The
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campuses apply for and receive contract grant and research
funds from the federal government. As these funds impact
those institutional costs, the federal government, on the
basis of an audit, reviews the costs and reimburses the
institution accordingly.

The main thrust of this issue is the correctness of taking
funds that are derived from emphasis and effort in the
research area and using that money as a reduction in terms
of enrollment-driven costs. The functions are totally
separate. Mr. Noble said the issue is not whether the
funds are appropriated. If the funds were appropriated
into an area which would supplement the organized research
program, this would not be a serious concern, but there

is serious concern when those funds are applied to enroll-
ment-driven budgets, he said. In terms of the dollar
amounts being discussed, the Regents recommend going from
an 85 percent offset to zero (EXHIBIT 18).

The Hazardous Materials Program modification was discussed

by Larry Weinberg (61:A:519), attorney (EXHIBIT 19).

There are at present at all units of the University System
chemicals that are considered toxic substances or hazardous
wastes, he said. These materials are subject to consider-
able federal and state regulation under the federal

Resource Conservation and Recovery Act and the state occu-
pational health and safety laws. The University System
presently has a hazardous wastes task force that is attempting
to coordinate activities in the area of hazardous materials
and to facilitate communication between the units and with
other governmental agencies. The regulatory scheme imposes
significant costs in order to achieve compliance. The re-—
quest is an attempt to deal with this matter through added
personnel, improved facilities, acquisition of safety
equipment and disposal of hazardous wastes, Mr. Weinberg said.

The final modified request was presented by Dr. Carrol
Krause (61:A:632) (EXHIBIT 20), who discussed the Writing
Across the Curriculum Project. He said this is basically
a faculty writing project. One of the frequently heard
criticisms of higher education is that students are not
well-versed in writing, and specifically their writing is
deficient in the disciplines in which they have been trained.
It was determined that a good way to solve this problem
would be to train faculty members from all academic dis-
ciplines to teach writing as an integral part of their
course instruction.

ADJOURN: The meeting adjourned at 11:10 A.M.
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Gene Donaldson, Chairman
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EXHIBIT 2 y
2-18-85
UNIVERSITY SYSTEM

- - - - 1987 Biennium - - - -

General Fund Total Funds
Executive Budget $152,740,025 $238,269,389
LFA Current Level 148,136,391 236,839,404
Executive Over (Under) LFA $ 4,603,634 $ 1,429,985

The executive recommendation differs from the current level analysis in
several significant aspects. Table 1 compares the dollar differences by program,

funding source, and unit.

Table 1
Executive Budget--Current Level Analysis Comparison
Colleges and Universities

————— 1987 Biennjum - - - - -

Executive LFA Executive Over
Program Budget Current Level (under) LFA
Instruction $126,673,238 $124,491,497 $ 2,181,741
Support 75,012,305 73,484,758 1,527,547
Research 1,925,161 2,095,926 (170,765)
Public Service 862,509 866,512 (4,003)
Plant Operation & Maintenance 27,936,566 30,123,337 (2,186,771)
Scholarships & Fellowships 5,859,610 5,777,374 82,236
Total $238.269,389 $236.839.404 $__1.429.985
Revenue Source
General Fund $152,740,025 $148,136,391 $ 4,603,634
Tuition & Fees 52,564,115 53,860,047 (1,295,932)
Millage 29,143,000 28,170,000 . 973,000
Land Grant -0~ 1,940,000 (1,940,000)
Indirect Cost 2,978,049 3,350,000 (371,951)
Federal & Other 844,200 1,382,966 (538,766)
Total $238,269,389 $236,839,404 $.1,429,985
Unit
Montana State University $ 93,959,475 $ 92,935,861 $ 1,023,614
University of Montana 73,271,035 72,479,436 791,599
Eastern Montana College 28,336,126 27,930,751 405,375
Northern Montdna College 16,025,335 14,658,280 1,367,055
Western Montana College 8,013,181 7,870,990 142,191
Montana College of Mineral
Science & Technology 18,664,237 20,964,086 (2,299,849)
Total $238.269,389 $236,839,404 $.1,429.985
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Both the executive budget and the current level analysis were developed
using concepts of the Legislative Finance Committee's university funding formula
implemented in the 1981 legislative session. There were differences, however,
that resulted in the executive recommending an overall expenditure level
exceeding the LFA current level analysis by $1,429,985. Revenue changes
endorsed by the executive resulted in gereral fgnd requirements in the executive

budget exceeding the current level analysis by $4,603,634.

Formula Funding Differences

The executive budget exceeds the current level analysis for the Instruction
and Support Programs by $3,709,288. The executive recommends funding the In-
struction and Support Programs at 100 percent of the formula amount. The LFA
current level analysis funds the Instruction  Program at 97 percent of the peers

and the Support Progrem at 95 percent.

Expenditure Base Differences

The current level analysis exceeds the executive budget for the Research,
Public Service and Plant Programs by $2,361,539. This occurred because the
current level used the estimated fiscal year 1985 personal services apprepriation
to estimate the base year personal services. The executive used the lower of the
units' requests or fiscal year 1984 actusl expenditures. Another factor affecting
these programs is the current level analysis applied inflation through the 1987

biennium. The executive did not apply inflation between fiscal 1986 and 1987.

Revenue Differences

The executive recommendation for general fund exceeds the current level
analysis by $4.6 million. This occurs because of dibfferences in four revenue
sources: tuition and fees, land grant income, indirect cost reimbursements, and
miscellaneous sources. The executive budget includes tuition revenue at $1.2
million less than the current level analysis.

The $1.9 million difference in land grant income results from the executive
budget recommending this revenue not be used for general operations. The LFA
current level analysis maintains this revenue for general operating purposes.

The $371,951 difference in indirect cost revenue results from the executive
recommending 70 percent of anticipated indirect cost reimbursements be used as

operating revenue. The current level analysis maintains 85 percent of anticipated
revenue,
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The $538,766 difference in other revenue occurs primarily as the LFA
current level analysis includes $448,966 in the 1987 biennium as a transfer from
the Bureau of Mines to Montana Tech for indirect cost functions. The executive

budget does not include this transfer.
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Page 1 ' .

UNIVERSITY SYSTEM

Actual Appropriated -~~Current Level--- % Change

Fiscal Fiscal Fiscal Fiscal 1985-87
Budget Item 1984 1985 1986 1987 Biennium
Montana State University § 43,119,843 S 44,768,964 $ 46,138,914 $ 46,796,947 5.7
University of Montana 33,962,084 34,980,952 35,955,232 36,524,204 5.1
Eastern Montana College 12,953,854 13,576,872 13,862,123 14,068,628 5.3
Northern Montana College 6,761,867 7,354,494 7,280,872 7,377,408 3.8
Western Montana College 3,588,856 3,697,596 3,819,744 4,051,246 8.0
Montana College of Mineral
Science and Technology 8,995,170 10,207,163 10,416,713 10,547,373 9.2
Total Expenditures $109,381,674 $114,586,041 $117,473,598 $119,365,806 5.7
Fund Sources -
General Fund $ 71,835,679 $ 74,841,706 $ 74,080,362 $ 74,056,029 .8
Tuition and Fees 21,114,658 22,775,000 26,043,716 27,816,331 22.7
Millage 13,074,000 13,787,210 14,019,000 14,151,000 5.9
Land Grant 980,515 847,000 970,000 970,000 6.2
Indirect Costs 1,707,946 1,702,125 1,675,000 1,675,000 (1.8)
Other _ 668,876 633,000 685,520 697,446 6.2
Total Funds $109,381,674 $114,586,041 $117,473,598 $119,365,806 5.7
---------- Fiscal 1986---~-----~ ---=------Fiscal 1987----~---~
ISSUE: Cost (Savings) General Fund Other Funds General Fund Other Funds
1. Enrollment Decline $(2,152,468) $ (725,666) $(3,270,990) $(1,199,479)
2. Legislative Funding Level $ 3,718,572 -0- $ 3,707,069 -0-
3. Support Rate
Option a: $ 1,557,017 -0- $ 1,554,278 -0-
Option b: $ 3,499,878 ~-0- $ 3,488,651 -0-
4, New Space
Option a: $ 188,077 -0- $ 510,202 -0-
Option b: $ 8,075 -0~ $ 426,973 -0-
5. Computer Equipment )
Option a: $ 2,483,896 -0- - $ 222,878 -0-
Option b: $ 1,241,948 $1,241,948 $ 111,439 $ 111,439
6. Tuition Rates
Option a: S (586,920) $ 586,920 $ (995,112) § 995,112
Option b: $(1,490,049) $1,490,049 $(1,561,648) 81,561,648

The Montana University system consists of two universities and four colleges
which collectively serve over 26,000 students each year. The current level bud-
get presented here provides a biennial expenditure increase of 5.7 percent sys-
tem-wide, with individual unit increases ranging from 3.8 percent to 9.2 percent

in the 1987 biennium. The presentation of the university system budgets differs
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from prior years in that "built-in" cost increases resulting from enrollment in-
creases or full formula funding are not included in current level,

The current level analysis presents the estimated expenditures which would
result from: (1) student enrollment at the fiscal year 1985 appropfiated level;
(2) the funding level for the enrollment driven programs (instruction and sup-
port) as appropriated by the 1983 leg'islafure; (3) adjustments for inflationarv in-
creases; and (4) tuition and fee increases of 8.5 percent in fiscal 1986 and 5 per-
cent in fiscal 1987 which would maintain tuition at peer levels used bjr the 48th

Legislature to set the appropriation.

PROGRAM EXPENDITURES

The university svstem expenditures are categorized in six functional areas,
ineluding: instruction, support, plant operation and maintenance, research,
public service, and scholarships and fellowships. The program expenditures for

each unit, as estimated by the current level analvsis, are listed in Table 1.
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Epn_rollment .

The university funding formula relies heavily on student enrollment estimates
to develop the instruction and support programs. As a result, the first budget-
ing factor focused on during session is the estimated student enrollment.

In the 1983 biennium interim, the office of the Commissioner of Higher Edu-
cation established an enrollment task force with the purpose of developing a meth-
od to estimate enrollments. That effort vielded a fairly sophisticated computer
model which uses historical information to forecast enrollments. Table 2 illus-
trates the enrollment estimates developed by the Board of Regents and those de-
Ve]oped bv the Legislative Fiscal Analyst. The regents' estimate, originally
developed from the enrollment task force model, was revised when fall 1984
enrollment reports indicated enrollments were approximately 3.5 percent lower
than the same time period in fall 1983. The regents' estimate the enrollment
decline will be 3.3 percent svstem-wide from the actual fiscal 1984 level.

The LFA estimate, .which uses the basic concepts of the enrollment task force

model, shows a system-wide decrease in each year of the 1987 biennium.
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Instruction ‘

The instruction program represents approximatelvy 50 percent of total expen-
ditures funded from current unrestricted operating furds at the units. Costs
relating to instruction and instruction support within the academic departments
are recorded in this program. The major factors used in developing this budget
other than enrollment are: student facultv ratios, average faculty salarv and
benefits, critical area adjustment, and an instructional support rate per fiscal
vear full-time equivalent student (FYFTE) uniaue to each campus which reflects
the varving enrollments in the units' academic disciplines. The current level
analvsis uses a three vear average enrollment by discipline to estimate the
instructional support cost rate. Table 3 lists the instruction budget factors for

each unit in the 1987 biennium.

Table 3 :
Instruction Program Budget Factors
1987 Biennium

FY 1985 Instruction
Student Average Faulty Academic Year Support Rate Critical Area
Faculty Ratio Salary Faculty Benefits 1986 1987 Adjustments
MSU 18.13 $28,816 19.344 % $578.21 $594.49 $342,000
UM 18.86 28,816 19.444 % 466.90 480.04 266,000
EMC 19,21 25,934 19.807 % 350.98 360.86 72,000
NMC 14.23 25,934 19.807 % 439.36 451.84 : 17,500
WMC 15.31 25,934 19.707 % 487,08 500.79 9,000
MCMST 17,54 27,087 19.610 % 394.69 405.80 187,506

The instruction budget was funded by the 1983 legislature at 97 percent and
is, therefore, budgeted at 97 percent for the current level analvsis. Issue 2,
presented later, discusses the fiscal impact of changing the funding level of the

instruction budget.

Support

The support program jincludes three major activities: academic, student ser¥
vices, and institutional support. Expenditures such as those relating to academic
deans, libraries, intercolleg'iate athletics, student counselling services, registrar,
budgeting, personnel and other financial and academic administration are recorded

in the support program. The budget for the support program is based primarily
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on a cost per FYFTE student. The rate used in the current level analysis re-
flects similar expenditures at the university and college peers at the time of the
original formula study. Issue three discusses the results of an interim study
performed by the Legislative Fiscal Analyst which examined support expenditures
at Montana's peer institutions.

In addition to the flat rate per student, an adjustment is allowed for those
schools who experience large numbers of part-time students. This adjustment,
called the high head count adjustment, recognizesﬂ that the institution's workload
is not accurately measured by the FTE enrollment. For the first time sinée the
formula was implemented, each university system unit will receive a high head
count adjustment in the 1987 biennium.

Table 4 lists the support rate and high head count adjustment used for each
unit in the current level analysis. As the support budget was funded at 95 per-

cent by the 1983 legislature, the current level support budget is continued at 95

percent.
Table 4
Support Program Budget Factors
1987 Biennium

--Support Rate for FY FTE-- ~-High Headcount Adjustment-

Fiscal 1986 Fiscal 1987 Fiscal 1986 Fiscal 1987
MSU $1,299 $1,321 $64,381 $64,381
UM 1,299 1,321 95,878 95,878
EMC 1,290 1,312 91,281 91,281
NMC 1,290 1,312 10,986 10,986
wMC 1,290 1,312 5,348 5,348
MCMST 1,534 1,560 28,779 28,779

Plant Operation and Maintenance

The plant operation and maintenance program includes those activities that
relate to operation and maintenance of grounds and facilities. The budget for
this program is based on actual 1984 expenditures with negative adjustments for .
budget amendments or program transfers. Positive adjustments were allowed for
new space costs apnroved for fiscal 1985 by the 1983 legisloture. Another adjust-
ment allowed for this and other incrementally budgeted programs was to recognize
the attempt at vacancy savings used to fund pay plan increases in fiscal 1985.

All personal services were budgeted at the estimated fiscal 1985 appropriated level
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or the units' request, whichever was lower. Issue 4 discusses new space re-

quests for the 1987 biennium.

Research and Public Service

The research program includes those organized activities that produce re-
search outcomes. Public services activities include those non-instructional ser-
vices established for the benefit of individuals and groups external to the institu-
tion. Both the research and public service budgetsAare based on fiscal 1984 ac-
tual expenditures, with adjustments for budget amendments, program transfers

and inflation.

Scholarships and Fellowships

This program relates to the mandatory and discretionary fee waivers the
units grant. Mandatory fee waivers were estimated from fiscal year 1984 actual
mandatorvy waivers with adjustments for the LFA estimated tuition rate increase
for fiscal year 1986 and 1987. Table 5 lists the type of student who is eligible

for mandatorv fee waivers.

Table 5
Recipients of Mandatory Fee Waivers

Indian Students Custodial Students
Veterans High School Honor Scholarship
War Orphans Community College Honor
Prisoners of War National Merit '

Senior Citizens

Discretionary fee waivers are calculated as 5.25 percent of the registration

and resident incidental fees and 18.45 percent of non-resident incidental fees.

REVENUE SOURCES
The Montana university system units are funded from several sources, in-
cluding: general fund, tuition and fees, proceeds from the statewide six mill
levy, land grant income, indirect cost reimbursements, and other miscellaneous
sources.
mable 6 details the current level funding estimate for each revenue source
- by unit for the 1987 biennium. The largest funding source is the state general

fund, followed by tuition and fees and millage.
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General Fund

The current level estimate of general fund results from first applying all
non-general fund sources to the estimated expenditures with the balance being
genersl fund. General fund is estimated to increase 0.7 percent in the 1987 bien-
nium for the system. Pay increases, when added, will be fully funded by general
fund.

Tuition and Fees

The tuition and fee estimate used in the current level analysis is based upon
rates charged at Montana's universitv peers and the funding level approved bv
the 1983 legislature. The legislature established the tuition and fee estimate in .
the 1983 session hased at 94 percent of the peer rate for resident students and
100 percent of the peer rate for non-residents. The estimated rates for the 1987
biennium are continued at this level. Table 7 illustrates the actual fiscal 1985

tuition rates and the 1987 biennium rates used in the current level analysis.

Table 7
Actual and Current Level Tuition Rates Per Academic Year

————— Resident - - ~ - - - - - - Non-Resident - - -~ -

1985 1986 1987 1985 1986 1987
MSU $585 $662 $711 $1,620 $1,727 $1,817
M 585 662 711 1,620 1,727 1,817
FMC 585 662 711 1,260 1,367 1,457
NMC 585 662 711 1,260 1,367 1,457
WMC 585 662 711 1,260 1,367 1,457
MCMST 585 662 711 1,620 1,727 1,817

Statewide Six Mill T.evv

Through voter approval of a 1978 referendum, the state is authorized to
collect up to six mills on the taxable value of all real and personal propertyv in
the state. The proceeds of the levy are used for the support, maintenance, and
improvement of the Montana University Swvstem and other public education
institutions subject to Board of Regents supervision. These funds are subject to
legislative appropriation. The current level analysis estimated $14.02 million will

be availahle in fiscal 1986 and $14.15 million in fiscal 1987.
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Indirect Costs Reimbursement, Land Grant Income, and Other

The estimated funding from these revenue sources was based on historical

collections at each unit.

Issue 1: Decreasing Enrollments

The anticipated system-wide student enrollment for the 1987 biennium is es-
timated to be 3.4 percert lower than the fiscal vear 1984 actual and fiscal 1985
appropriated levels. The actual, budgeted, and projected FYFTE enrollment is il-
lustrated in Table 8. The fiscal 1985 budgeted enrollment has been used in the

development of current level.

Table 8
FYFTE Student Enrollment
FY 1984 Actual, FY 85 Budgeted, FY 86-87 Projected

Actual Appropriated @ ----- Projected ----- % Change
Fiscal Fiscal Fiscal Fiscal 83-85
1984 1985 1986 1987 Biennium
MSU 10,782 10,693 10,265 10,103 (5.2)
UM 8,336 8,283 8,349 8,157 (.7
EMC 3,503 3,597 3,533 3,597 .4
NMC 1,745 1,641 1,668 1,624 (2.8)
wWMC 882 864 800 793 (8.8)
MCMST 2,090 2,373 2,060 1,993 (9.2)
Svstem 27,338 27,451 26,675 26,267 (3.4)

Decreasing enrollment can be expected to continue in future vears. Esti-
mated high school graduates are expected to decrease relative to dJune 1984
through dJune 1987, according to the Office of Public Instruction. The high
school graduates are expected to increase in 1988 and 1989 (fiscal years 1989 and
1990) and then drop off again after 1990. Approximately one-half of the system's
first-time resident freshmen belong to the same vear's high school graduating
class.

The impact of changing enrollment is felt in the instruction, support, and
scholarships and fellowships programs. The Instruction Program would feel the
biggest fiscal impac;r. Using the three-year average student faculty ratio used to

calculate the current level budget, the proiected FYFTE student enrollment
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decline translates into a system-wide "decrease of 43.57 FTE faculty in fiscal 1986
and an additional 23.14 FTE faculty in fiscal 1987 for a total faculty decrease of
66.71 from the LFA current level analysis which funds 1,523.27 FTE faculty.

As the current level analysis is based upon fiscal 1985 appropriated levels it
does not include recognition of the projected enrollment decline. If the
Instruction Program is budgeted at the current level and the enrollment drops to
the projected level, the system-wide student faculty ra’ciov would decrease from
18.07 budgeted in current level to 17.51 in fiscal 1986 and 17.24 in fiscal 1987
and costs on a per student basis would rise.

Table 9 details the fiscal impact of the declining enrollments. Total
expenditure reductions from current level would be $2,878,134 in fiscal 1986 and
$4,470,469 in fiscal 1987. The reduction in tuition and fee revenue would total
$725,666 in fiscal 1986 and $1,199,479 in fiscal 1978. The difference between the
expenditure reduction and the tuition revenue reduction would be general fund
sévinqs: $2,152,468 in fiscal 1986 and $3,270,990 in fiscal 1987.
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Issue 2: Legislative Funding Level

Since the implementation of the university funding formula, the legislature
has generally chosen to fund the formula driven budget at levels less than 100
percent of peer institutions. In the 1983 session, the legislature funded the in-
struction budget at 97 percent of the peers both vears of the current biennium
and funded the support program at 95 percent hoth vears.

The university svstem is requesting the legislature fund the instruction and
support budgets at 100 percent in the 1987 biennium. The fiscal impact of imple-

menting full formula funding in the 1987 biennium after adjusting for the enroll-

ment changes presented in issue one is illustrated in Table 10. The general fund

would absorb the entire expenditure increase. The total general fund increase in
the 1927 biennium would be $7,425,541. The net effect of providing funding at
100 percent of the peer level and recognizing the projected enrollment drop would
be a total budget increase over current Jevel of $840,438 in fiscal 1986 and

reduction of $763,400 in fiscal 1987, a net increase in the biennium of $77,038.
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Issue 3: Peer Support Rate

During the 1985 biennium interim, the Legislative Finance Committee request-
ed the Legislative Fiscal Analyst to examine the support expenditures of Montana's
college and university peers to determine if the base rate used to develop the
support program budget in Montana is comparable to the peers' expenditure level.
We found that the university peers were spending an average of $1,335 per
FYFTE in fiscal 1983 while Montana used $1,237 .per FYFTE as the base support
rate to set the 1983 appropriation. Conversely, the college peers reported
spending an average of $1,169 per FYFTE, while the base support rate used to
establish the college's support rate was $1,229 per FYFTE. Montana Tech's peers
reported an average FYFTE expenditure of $1,473; $1,462 was the base support '
rate used to calculate the support appropriation for fiscal 1893 at Tech.

The report examined several factors to determine the cause of the rate dif-
ferences. For the university peer group, it was found that slower enrollment
growth at the peer institutions relative to Montana's enrollment increases may
have impacted the peer rate. In addition, it was thought the peers may have
placed more emphasis on the support program in recent vears because the peers
support rate increased faster than its state appropriation increase between fiscal
1980 and 1983. Finally, the peer response mix may have impacted the calculated
neer support rate as more high cost peers responded to this survev than to the
original formula study in fiscal 1979.

Two factors thought to impact the college peer group were support program
prioritv and the peer response mix. The study found that college peer insti-
tutions had received total state appropriations exceeding inflation between fiscal
1980 and 1983, however, its support rate increased less than inflation. >This may
indicate the peer institutions had been placing a higher priority on non-support
functions such as instruction. This would leave fewer funds available for sup-
port, and thus a lower support rate. The peer response mix was thought to im-
pect the peer support rate hecause more low cost peers responded to this survey
than to the original formula studv in fiscal 1979. The opposite effect was
evperienced with the universitv peer group. »

Because the foundation of the university funding formula is based on parity
with the peers, this apparent disparity of the base support rate presents an is-
sue for the legislature: Should the base support rate be adjusted for each unit
to equal its respective peer average rate?

Option a: Change the base support rate used to develop Montsna's college
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and university support appropriation to equal the updated peer rates and maintain
the funding level at 95 percent, This rate change would cost an additional $3.1
million in the 1987 biennium after consideration of enrollment reductions.
Northern, Western, and Eastern would receive decreases in their support budgets
while MSU, UM, and MCMST would receive increases.

Option b: Change the base support rate to equal the updated peers, but
increase the funding level to 100 percent. This option would cost an additional
$7 million in the 1987 biennium after consideration "of enrollment reductions.

Option ¢: Do not change the base support rate.

Table 11 illustrates the fiscal impact after consideration of enrollment
adjustments of implementing base rate changes and setting the funding level at 95

percent and 100 percent. All cost increases would be borne by the general fund.

Table 11
Issue Three: Impact of Changing Base Support Rate

——————————————————— Additional Cost/(Savings)-~-—--—=-~-—-~=m-o—ee——-

95% of Updated Rate 100% of Updated Rate

Unit 88 i 86 i

MSU $1,053,189 41,055,764 $1,813,452 $1,816,708
UM 856,607 852,406 1,477,140 1,468,975
ExiC (221,519) (232,366) 11,277 8,341
NMC (104,584) (104,911) 3,718 2,554
wMC (50,160) (51,228) 1,787 1,100
MCMST 23,484 24,613 192,504 190,973
System $1,557,017 $1,544,278 $3.499.878 $3,488,651

Issue 4: New Space

Montana State University and Montana Tech have submitted requests for ad-
ditional plant operating and maintenance funds as a result of new construction ex-
pected to be completed bin the 1987 biennium. In addition, the University of
Montana is requesting a base adjustment for its fine arts building as the legisla-
ture approved an adjustment in fiscal 1985 equal to eleven, rather than 12,
months, Table 12 summarizes the new space adjustments requested by the uni-
versity units and those propnsed by our office. Our analysis found the estimated
completion date of July 1, 1986 for the engineering/classroom laboratory building

at Montana Tech appears realistic and the agency's request of $3.00 per square
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foot in fiscal 1987 is in line with the rent charged state agencies in the capitol
complex. Therefore, no adjustment to Montana Tech's new space request is
proposed.

The estimated completion dates on MSU's controlled environment facility have
been delaved because the bid solicited in the fall of 1984 came in over the esti-
mate. The T.FA proposed adjustment in Table 12 anticipates a six-month delay for
cempletion.,

Finallv, we propose the base adjustment for the Performing Arts and
Radio/Television Building at the Universitv of Montana be equal to one-eleventh of
the adjustment provided for 1985, plus inflation. This adjustment is reflected on
Table 12,

Table 12
Mew Space Adjustments
Agencv Request and LFA Proposed

————— Agency Request ---- ------ LFA Proposed ------
Unit/Facility Fiscal 1986 Fiscal 1987 Fiscal 1986 Fiscal 1987
MSTI-Controlled
Environment $173,14° $315,337 =0 $238,414
UM - Performing
Arts/Racio/TV 14,865 14,865 8,075 8,559
MCMST-Engineerjing
Lab/Classroom -0- 180,000 ~-0- 180,000
Total $188,007 $510,202 $8.075_ $426,973

! Includes a $15,000 one-time moving cost allowance.

Issue 5: Computer Equipment Acquisition

Four universitv units have submitted requests for computer hardware acqui-
sitions totaling $2,706,774 in the 1987 biennium. The equipment will be used for
academic and administrative purposes. )

The requests are summarized in Table 13. MSU's total request of $1,062,274"
would provide $767,136 for upgrading existing equipment, $171,400 to complete a
campus-wide computer network plan, and $123,738 for additional maintenance
costs. UM's $1,000,000 request is for replacement of its DECSYSTEM-20 computer
and to provide funds for capacity expansion. EMC's request for $335,000 in-

cludes $290,000 for the purchase of new equipment to supplement its existing
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cemputer hardwaré, $25,000 for . graphic terminals, and $20,000 for
point-of-transaction machines for the business office. Montana Tech's request of
$309,500 is $195,000 for expanding the capacity of its existing central computer

and $114,500 for the purchase of microcomputers.

Table 13
Computer Equipment Acquisition and Funding

----Requested Amount----

[Init FY 86 FY 87 Proposed Use of Funds

MSU $ 998,896 $ 63,378 Equipment upgrade, network-
ing and maintenance

UM 1,000,000 ~-0- Equipment replacement

EMC 290,000 45,000 New equipment

MCMST 195,000 114,500 Equipment capacity expansion,

new microcomputers
Total $2,483,896 $222,818

The units have requested the funding for these computer purchases be
provided from the general fund. The legislature may want to consider sources
otier than the general fund for the purpose of providing a portion or all of the
funding for these requests. These alternative sources include:

1. Revenue earned from computer services provided by each units central

computing facility; and

2. Revenue earned from the special computer fee assessed each regular

student.

The units requesting this computer equipment operate their central comput-
ing