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The Budget and Reconciliation Act of 2005 requires the Maryland Higher Education 
Commission to report the results of a study by the Commission on the accuracy of full-
time equivalent student enrollment figures to be used in calculating State general fund 
formulae for community colleges and private four-year colleges and universities.  The 
language is as follows: 
 

SECTION 30. AND BE IT FURTHER ENACTED, That it is the intent of the 
General Assembly that the most accurate full-time equivalent enrollment figures 
be used in calculating the State general funds per full-time equivalent student for 
determining State aid under the Senator John A. Cade Funding Formula, the 
Joseph A. Sellinger Program, and the Baltimore City Community College 
Funding Formula. The Maryland Higher Education Commission shall study the 
accuracy of the enrollment figures used presently and any alternatives that would 
improve accuracy and report the results of the study and recommendations to the 
Senate Budget and Taxation Committee, the House Committee on Appropriations, 
and the House Committee on Ways and Means, in accordance with § 2-1246 of 
the State Government Article, by October 1, 2005. 

 
This report addresses the committees’ concerns by examining the accuracy of different 
enrollment data and providing recommendations to the committees on the most accurate 
methodology for calculating State general funds per full-time equivalent student 
enrollment.   
 
Background 
 
During the 2005 session, the Maryland General Assembly expressed concern over the 
accuracy of the current full-time equivalent student (FTES) enrollment methodology used 
to calculate the State general funds per student at the four-year public colleges and 
universities.  State general funds per student are a key factor used to determine State aid 
under the Senator John A. Cade funding formula, the Baltimore City Community College 
funding formula, and the Joseph A. Sellinger Program.   
 
Historically, the Commission has used budgeted FTES to derive the State general fund 
per student; a method recommended by the 1973 Committee to Study Private Higher 
Education in Maryland (e.g., the Pear Commission).  Maryland’s public four-year 
colleges and universities provide these data in their annual operating budget requests to 
the Governor and the General Assembly.  These FTES are calculated using credit hour 
enrollment data.1  Furthermore, these data are not audited.  Although the institutions try 
to calculate estimates accurately, these estimates are often adjusted through the budget 
process.   
 
In addition to budgeted FTES enrollment, there are several other methods of calculating 
full-time equivalent student enrollment.  These methods include the projected FTES 

                                                 
1 Budget full-time equivalent student enrollment are calculated by adding the total number of credit hours 
for each student level and dividing this number by the following:  30 for undergraduate level; 24 for 
masters level; 20 for post-masters and doctoral 20; and 18 for masters/doctoral/research/supervisory level.   
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enrollment and headcount based FTES enrollment.  The Maryland Higher Education 
Commission uses the following methodology to calculate FTES enrollment projections 
and headcount based FTES enrollment:   
 

FTES Enrollment Projections:  The Commission projects the number of full-time 
equivalent student enrollment at each public four-year institution from headcount 
enrollment data.  This calculation is made by: 1) computing headcount-driven 
FTE figures for each campus for each year (the total number of full-time students 
plus one-third of the part-time), and 2) multiplying these figures by the average 
ratio of headcount- to credit hour-driven FTE over the past three years.  A 
separate ratio is obtained for each institution and these ratios are applied to each 
year.  These enrollment projections are used for statewide planning purposes by 
higher education officials and other State agencies.   
 
Headcount FTES:  Maryland colleges and universities report to the Commission 
headcount data for the fall semester of the prior academic year.  Data are reported 
by November 15th.  Adding the total number of full-time students and one-third 
of the part-time students derives an FTE enrollment. These data are not available 
until mid-November, which is late in the budget submission cycle. 

 
As a result of the Budget Reconciliation Act of 2005 request, the Commission met with 
representatives from the independent colleges and universities and the community 
colleges to review and assess the accuracy of these various FTES enrollment 
methodologies.  The Commission and higher education representatives compared 
budgeted FTES enrollment, the Maryland Higher Education Commission’s annual FTES 
enrollment projections, and headcount based FTES enrollment to actual fall enrollment 
data (Table I). Table II illustrates the impact of these enrollment options on the funding 
formulae. 
 
Analysis 
 
The Commission assessed the accuracy of budgeted FTES enrollment by comparing this 
current methodology to actual fall enrollment data.  As shown on Table I, between fiscal 
1997 and fiscal 2005, this method was 98.9 percent accurate when compared to the actual 
FTES enrollment resulting in a shortfall of 7,347 FTES.  Table I also shows the accuracy 
of the Commission’s FTES enrollment projections when compared to actual fall 
enrollment data.  This method is slightly more accurate than budgeted FTES enrollment.  
Between fiscal 1997 and fiscal 2005, this method was 99.3 percent accurate or only 4,783 
short of the actual FTE enrollment.  Lastly, the Commission assessed the accuracy of 
headcount FTES enrollment when compared to actual fall enrollment data.  Comparing 
this method to the actual fall enrollment data provides only a 94.5 percent accuracy rate; 
the lowest accuracy rate among the options considered.  Furthermore, this method 
overstates actual FTES enrollment by 39,517 full-time equivalent students for the period 
between fiscal 1997 and fiscal 2005.   
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Recommendation 
 
Based on the results of this analysis, the Commission staff and higher education 
representatives agreed that using the Commission’s FTES enrollment projections 
provides the most accurate estimate of FTES enrollment.  Therefore, the Maryland 
Higher Education Commission recommends that the State use the Maryland Higher 
Education Commission’s projected FTES enrollment method to calculate the State 
general funds per full-time equivalent student enrollment for determining State aid under 
the Joseph A. Sellinger program, the Senator John A. Cade funding formula, and the 
Baltimore City Community College funding formula.  When compared to actual FTE 
enrollment data, this is the most accurate methodology and is consistent with the use of 
the Commission’s enrollment projections for other higher education policy issues. 
 
It should be noted however, that during the Commission’s deliberations with the 
community college and independent institution representatives, broader issues were 
raised regarding formula funding that were beyond the scope of this study.  The concerns 
of the community colleges are expressed in a letter found at the end of this report in 
Appendix A.   
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Maryland
Association of 
Community 

Annapolis, Maryland 2 140 1 

September 14,2005 

Ms. Janice B. Doyle 
Assistant Secretary for Finance Policy 
Maryland Higher Education Commission 
839 Road, Suite 400 

Dear Ms. Doyle: 

The Budget Reconciliation and Finance Act of 2005 (BRFA) directed that the Maryland Higher 
Education Commission (MHEC) study the accuracy of the full-time equivalent student 
enrollment used in calculating State general formulas for community colleges and 
private four-year colleges and universities, and recommend any alternatives to the current 
practice that would improve accuracy. 

In response to the legislative you convened a meeting on August 1 1, which included 
representatives of the community colleges and the Maryland Independent College and University 
Association. At this meeting you shared with us the results of your review which compared the 
accuracy over several years of the budgeted as reported by the four year institutions whose 
enrollments are used in the formulas with the FTE for those same institutions as estimated by 
MHEC. It was clear the data that the MHEC projections are slightly more accurate than the 
FTE estimates used by the institutions for budget purposes. We have no objection to the use of 
the more MHEC FTE in Cade and the Baltimore City 
Community College formula. 

We also call to your attention an important additional accuracy issue. In the course of our 
independent review of the four-year institution numbers, we discovered additional 
inaccuracy that we believe is critically important to the legislative intent, as expressed in the 
BRFA: "That it is the intent of the General Assembly that the most accurate full-time equivalent 
enrollment figures be used in calculating the State general per full-time equivalent student 
for determining State aid under the Senator John A. Cade Funding Formula, the Joseph A. 
Sellinger Program, and the Baltimore City Community College Funding Formula." 

Each of these formulas is tied to a certain percentage (25% for the Cade Formula) of the State 
appropriation per of certain selected four year institutions. As you know, the State does not 

any funding for out-of-state students, either to the public four year institutions or to 

Phone: 410-974-8117 Fax: 410-263-6425 Web Site: mdacc.org 
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the community colleges. Only Maryland resident students are included in State FTE funding 
the Cade Formula and the Baltimore City Community College funding formula. The 

reason for this is that out-of-state students in public colleges and universities are not, as a matter 
of policy, supported by the taxpayers of Maryland; their tuition (plus applicable fees) is intended 
to cover the full cost of education. Therefore, the appropriation per FTE to selected four year 
institutions referred to in the Cade Funding Formula must mean the appropriation per full-time 
equivalent Maryland student and must, by definition, exclude out-of-state students, because 
there is no appropriation for out-of-state students. 

We were somewhat surprised to learn that, in fact, includes out-of-state students in 
calculating the State appropriation per FTE at the four year institutions for purposes of the Cade 
Funding Formula and the formula for Baltimore City Community College. The use of out-of-
state students in these formulas artificially and inappropriately increases the number of students 
who are counted, thereby inaccurately decreasing the four-year institutions' appropriation per 
FTE. This, in turn, decreases the formula amount appropriated to community colleges. 

Maryland's community colleges are the first choice of over half the undergraduates attending 
college in this State. We are facing a real crisis brought on by increasing enrollments and 
decreasing State support, which has led to rising tuition. The State's appropriation per has 
gone down since fiscal 2001 from $2,378 to $2,333 in fiscal 2006. Although this may seem like 
a trivial decline, the net effect is to significantly decrease state support as a percentage of the 
total college budget, so that students (through tuition) are, on average, paying about 40% of the 
cost of their education, when they should be paying no more than one third. The increasing 
tuition levels threaten the mission of community colleges to provide high quality education at the 
lowest cost possible in order to provide maximum access for Maryland residents. In this regard, 
note that well over 90% of community college students are residents of Maryland. As you are 
aware, only Maryland resident students are included in State funding through the Cade 
Funding Formula and the Baltimore City Community College funding formula. 

The State has invested hundreds of millions of dollars in the initiative to improve 
student success in preschool through grade. If that investment pays off, many more high 
school students will be attending college in the years ahead, and community colleges will be the 

choice for many first generation college students. The promise of Thorton will not be 
realized unless there is space available at a reasonable cost for these students. 

Maryland takes justifiable pride in its status as the State with the most highly educated workforce 
in the nation. But, if we do not address the growing crisis in our community colleges and the 
urgent need for increased State support, this educated workforce statistic will be driven by 
people who move here other states to take the high skill jobs, while Maryland residents are 
left behind. 
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It is vitally important that correct the inaccurate calculation of the Cade Funding Formula 
as part of the fiscal 2007 budget process by ceasing the use of out-of-state students in the 
calculation of the four year institution This change in the formula will address the 
legislative intent of the Cade Funding to allocate funding to the community colleges at 
an amount equal to not less than 25% of the State's General Fund appropriation per to the 
selected four year public institutions. It will also go a long way toward providing community 
colleges with the essential resources to provide the access and opportunity Maryland residents 
need to participate in the knowledge-based economy. 

We request that a copy of this letter accompany the Commission's report on the accuracy of 
enrollment figures to the Senate Budget and Taxation Committee, the House Committee on 
Appropriations, and the House Committee on Ways and Means. 

Executive Director 
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