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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
enroliment data." 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

! 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.



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 enroliment
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 1). Table Il 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.



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 enroliment 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.



sanIsIanIun pue sabia)joD 21jgnd oy suonaaloid Juswjoiug uoissiwwo) uolreanp3 JaybiH puejAtepy ‘sisenbay 196png Jeuonnisu] :(s)ad2nos
%S'76 %€E'66 %686 ETE|
|en1oy 01 pasedwo) arey Aoeinddy
176'6€ (e82'v) (Lve'L) 314 [enoY Wwouy sdualeyId
90'€L9 £95'2TL £92'899 669'G99 [eoL
[eny 314 suonosfoid palsbpng
junodpesH juswijjoauzy
(5002 Ad 01 266T Ad) I[B49AO
%Ev6 %0°00T %G°66 %076 %L°L6 %686 %876 %086 %G°96 [endy 01 pasedwoD ajey AoeIndoy
€06 9 (or¥) 0.0's ¥98'T (sv8) Y9g'Yy (585'1) (592'2) 314 [eNOY Wouy 33uaIaya
9£9'08 6£5'S8 219'08 96708 269'6L 29.'v8 955'18 1¥8'8L 672'6. £19'€8 ¥69'LL ¥81'9.L [eoL
[enioy ETE| suonoasfoid pa1ebpng [enoy ETE| suonoalfoid pa1ebpng [enioy ETE| suonsfoid  parebpng
junodpesH juswijjoiuzy junodpesH juswijjoiuzy junodpesH juswijjoiuzy
5002 Ad 7002 Ad €002 Ad
%096 %E'L6 %€E°S6 %T'S6 %L°L6 %66 %6'16 %G°66 %266 [endy 01 pasedwod ayey AoeIndoy
ove'e (001'2) (s19'¢) 808'€ (€69'T) (891) T.€'9 (e26) (¥ss) 314 [enOY Wouy 33ualspla
060'LL 0£€'08 066'v7L SLY'EL 2IT'YL 026'LL 6T7'2L 779'eL 292'2L £€9'8L 688'TL 80L'TL [e101L
lenloy 314 suonoafoid palabpng lenloy 314 suonoafoid palabpng lenloy 314 suonoafoid palabpng
junodpesH juswijjoiuzg junoopesH juswijjoauzg junoopesH juswijjoiuzg
2002 Ad 1002 Ad 000Z Ad
%676 %Y'76 %€E'66 %676 %816 %686 %E 76 %6°L6 %G'86 [enio 0} paedwo) ayey AoeIndoy
€18'c (eL6') (TL9) 0.L't 9eG'T 692 8Ty S.¥'T o't 314 [emOY Wolj 30ualaylq
6LE'TL 26T'SL 90%'29 806'0L 0£8'69 009'€L 99€'TL 665'0L 96.'89 v16'2L 1/2°0L 8£8'69 [e101L
lenloy 314 suonoaloid palsbpng lenloy 314 suonoaloid palabpng enloy 314 suonoaaloid palsbpng suoIINIsSuU| d1jgqnd JesA-1no4
junodpesH juswijjoauzy junodpesH juswyjjoauz junoopesH juswijjoiuzy
666T Ad 866T Ad 166T Ad
|en1oy pue 3] 4 JunodpesH ‘suondaloid uswjjoaug ‘parabpng :suondQ eieq uswi|jodul JuafeAinbg awi] -jjn4 Jo uosiredwo) ‘| ajge.L



(T68'785'€0T) ¢ (Gv2'ves8ry) § -

(#0T'ST2'TT) (es0's22) -

TCL'€S'€8T $ <TLL'€I6'E6T ¢ Geo'8eL'V6T $

(SzL'6v8'0L) (T25'v0L'€) -

8/€'606'0.6 $ €0S'VS0'8E0'T$ €L0'6SLTVO'T $

(290°215'12) (T29'vvE) -

TES'VI8'YLC $ ¢L6'986'G6C $ E€6S'TEE'96C $
314 suonoafoad

unoopesH  luawjjoauy

(5002 Ad 01 866T Ad) I[e18A0

(z50'1€0'2) (922'996) - (26€'2€9'7) (zeL't8R) - (120'99.'7) (958'759) - (880°222) 9€8'vLY -
962'7.0'l $ T.G'8ET'8C $ 8YE'SOT'6Z $  089'G62'8C  $ YETSY'0E $  LL0'€€6'0E $ €T2'8v9'6c  $ 8IY'6SL'TE $ v8CwIv'eE $ 1€0'v6L'22 $ 096'GhG'8C  $  G2T'TL0'8C
(625'658'6) (972'899'7) - (6£6'29L2T) (9ee'TEE'D) - (087'891'€T) (5v5'881°€) - (€86'882'8) 6Y.'SS'T -
960'G0L'0ET $ 606'G68'GET$ SCO'VIS'OVT $  L19'626'9€T $ O0ZETIE'LPT $ 959'269'6YT $ €LTVIE YT $  LOTYYO'PST $ €GL7E8'LST $ €LT'VSL'ZvT $ G06'L6G'€ST $  OST'ErO'TST $
(8€5'26€'2) (879'€€T'T) - (8v1'059'2) (8€5'YSH) - (T5'999'€) (zr1'298) - (67€'5€6'2) 627'€S8 -
2GLTST'ZE  $ TL9'GTY'eE $ 062'6YSYE $  Lv6've8'sz  $ LG8'020'TE $  G6E'SLY'TE $ 00v'zIE'6E  $ 628'TIT'Cy $ Tv6'86'Cy $ €1S'8E0'ey  $ T92'[28'9F $ 2E8'EL6'SY
314 suonosfoud  parebpng 314 suonosfoad  perebpng 314 suonosfoud  peebpng 314 suonoslfoad
junodpesH juswijjoauzgy junodpesH juswijjoaug junodpesH juswijjosuzgy junodpesH juswijjoauzy
S00¢C Ad 00¢ Ad €00¢ Ad 200¢ Ad
(86L°0TT'T) (9v9'29) - (66£'€82'T) G62'0LT'T - (092'162) (#95'802) - (z80'81€) (019'S) -
vE9'0LL'€T  $ EvL'818'WT $ 68C'T88'YZ $  T.ZTWCTZ  $ G96'S69'€T $ 0.9'Ges'Te $ 289'VT9'8T $ 8LE/6T'6T $ Iv6'SOV'6T $ 806'€80'.  $ O0BE'9SE'L  $ 066'TOV'L
(€£5'658'TT) (T90'6€€) - (259'161'9) G/8'6T6'S - (260'550'Y) (08'890°T) - (LL1'€90'Y) (999'285) -
9€/°208'22T $ 80T'STE'VET$ 69Z'L99VET $  VSC'€SY'L0T $ T8L'V98'6TT $ 906'YY6'EIT S 995'86€'66 ¢ 88L'78E'86 $ 839'ESY'66 €/G'967'06 $ GBE'LL6'E6 $ 0S0'095'76
(881'980'1) (22L'90T) - (000'99t'2) G88'668'T - (578'999'T) (v8e'8re) - (eT2'879'T) (805'68T) -
82.'8¢6°',€ $ 6ETOTS'TV $ 9T6'VI9TY $ 0TL'20T'vE ¢ S6S'89v'8E ¢ 0TL'895'9E $ ¥9.'8vL'0e  $ G6T',90'CE $ 6.G'STv'CE ¢ LTL'90T'6C ¢ ¢2v's9S'0E  $  0E6'vSL'0E
314 suonosfoaqd  paebpng 314 suonoafoad  parebpng 314 suondsfoad  paebpng 314 suonoafoad
JunodpesH  juawijjoauly JunodpesH  juawjjoul JunodpesH  juswijjodul JunoopesH  juawjjoaul
T00C Ad 000C Ad 666T Ad 866T Ad

pe1ebpng wouy sdusIeIq
leloL

pa1ebpng wouy sdusIKIq
PIv 0004
00 Ao asownfeg

pa1ebpng wouy sdusIeYIa
PIv 9ped
apeD

pajebpng woJy sduasayia
pry Jebuijjes
J9bul|es

pa1ebipng wouy souaiayla
pIvy 0009
20 Ano asownfeg

pa1ebpng wouy 8ousIByIa
pIv 8ped
aped

palefpng woly souslayiq
pIv Jabul||as
Jabuljes

pa1eBpng wouy sdusIeIq
PIv 2004
00 Ao asownfeg

pa1eBpng wouy sdusIeKIq
PIv 9ped
aped

pajebpng woJy sduasayia
prv Jebuljjes
J9bul|es

5002 A4-866T A4 :seinwJod Buipund uo suondo Juswijou3 Jusfeanb3 awi L -{jn4 Jo yedwy ‘1] sjqeL



Appendix A.



Maryland
Association of
Community Colleges

September 14,2005

Ms. JaniceB. Doyle

Assistant Secretary for FinancePolicy
Maryland Higher Education Commission
839 Bestgate Road, Suite 400

Annapolis, Maryland 21401

Dear Ms. Doyle:

The Budget Reconciliationand Finance Act of 2005 (BRFA) directed that the Maryland Higher
Education Commission (MHEC) study the accuracy of thefull-timeequivalent student
enrollment (FTE) used in calculating State general fund formulasfor community collegesand
privatefour-year collegesand universities, and recommend any alternativesto the current
practicethat would improve accuracy.

In response to the legidlative concerns, you convened ameeting on August 11, which included
representativesof the community colleges and the Maryland I ndependent Collegeand University
Association. At thismeeting you shared with us the resultsof your review which compared the
accuracy over severa years of the budgeted FTE as reported by the four year institutionswhose
enrollmentsare used in theformulaswith the FTE for those same ingtitutions as estimated by
MHEC. It wasclear from the datathat the MHEC projections aredlightly more accuratethan the
FTE estimatesused by theinstitutionsfor budget purposes. We have no objection to the use of
the more accuraic MHEC projected FTE in the Cade Funding Formula and the Batimore City
Community Collegeformula

Wealsocall to your attention an important additional accuracy issue. In the courseof our
independent review of the four-year institution FTE numbers, we discovered an additional
inaccuracy that we believeiscritically important to the legidativeintent, asexpressed in the
BRFA: " That it istheintent of the General Assembly that the most accurate full-timeequivaent
enrollment figuresbe used in calculating the State general funds per full-timeequivalent student
for determining State aid under the Senator John A. Cade Funding Formula, the Joseph A.
Sdllinger Program, and the Bdtimore City Community College Funding Formula.™

Each of theseformulasis tied to a certain percentage (25% for the Cade Formula) of the State

appropriation per RTE of certain selectedfour year ingtitutions. As you know, the Statedoes not
appropriate any fundingfor out-of-state students, either to the public four year institutionsor to

MARYLAND ASSOCIATION OF COMMUNITY COLLEGES 60 WEST STREET, SUITE 200 ANNAPOLIS, MD 21401

Phone: 410-974-8117 Fax 410-263-6425 \Web Site: mdacc.org



Ms. Janice B. Doyle
September 14,2005

Page 2

the community colleges. Only Maryland resident studentsareincludedin State FTE funding
through the Cade Formulaand the Baltimore City Community College funding formula. The
reason for thisisthat out-of-statestudentsin public collegesand universities are not, as ameatter
of policy, supported by the taxpayersof Maryland; their tuition (plus applicablefees) isintended
to cover thefull cost of education. Therefore, the appropriation per FTE to selected four year
ingtitutionsreferred to in the Cade Funding Formulamust mean the appropriation per full-time
equivalent Maryland student and must, by definition, exclude out-of -statestudents, because
thereis no appropriation for out-of-state students.

We weresomewhat surprisedto learn that, in fact, MHEC includes out-of -statestudentsin
cdculating the State appropriation per FTE at the four year ingtitutions for purposesof the Cade
Funding Formulaand the formulafor Batimore City Community College. The use of out-of-
state studentsin theseformulas artificially and ingppropriately increases the number of students
who are counted, thereby inaccurately decreasing the four-year institutions appropriation per
FTE. This, inturn, decreasestheformulaamount appropriatedto community colleges.

Maryland's community collegesare thefirst choiceof over half the undergraduatesattending
collegeinthisState. Wearefacingared crisisbrought on by increasing enrollmentsand
decreasing State support, which has led to rising tuition. The State's appropriation per FTE has
gone down sincefiscal 2001 from $2,378 to $2,333in fiscal 2006. Althoughthismay seemlike
atrivial decline, the net effect isto significantly decrease state support as a percentageof the
total collegebudget, so that students (through tuition) are, on average, paying about 40% of the
cost of their education, when they should be paying no morethan onethird. Theincreasing
tuition levels threaten the mission of community collegesto provide high quality education at the
lowest cost possiblein order to provide maximum accessfor Maryland residents. In thisregard,
notethat well over 90% of community collegestudentsare residentsof Maryland. Asyou are
aware, only Maryland resident studentsare included in State FTE funding through the Cade
Funding Formulaand the Baltimore City Community Collegefunding formula

The State hasinvested hundredsof millionsof dollarsin the Thorton initiativeto improve
student successin preschool through 12 grade. If that investment pays off, many morehigh
school studentswill be attending collegein the yearsahead, and  community collegeswill bethe
first choicefor many first generation college students. The promiseof Thorton will not be
redized unlessthereis spaceavailableat areasonablecost for these students.

Maryland takesjustifiable pridein its status as the State with the most highly educated workforce
inthenation. But, if we do not addressthe growing crisisin our community colleges and the
urgent need for increased State support, this educated workforce statistic will be driven by
peoplewho move here from other states to takethe high skill jobs, whileMaryland residentsare
left behind.
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Ms. Janice B. Doyle
September 14,2005
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It isvitally important that MHEC correct theinaccuratecal culationof the Cade Funding Formula
as part of the fiscal 2007 budget process by ceasingthe use of out-of -sate studentsin the
caculation of thefour year ingtitution FTE. Thischangein theformulawill addressthe
legidativeintent of the Cade Funding Formula to allocatefunding to the community collegesat
an amount equa to not lessthan 25% of the State's Genera Fund appropriation per FTE to the
selected four year public ingtitutions. It will also go along way toward providing community
collegeswith the essential resourcesto provide the accessand opportunity Maryland residents
need to participatein the knowledge-basedeconomy.

We request that acopy of thisletter accompany the Commission's report on the accuracy of
enrollment figuresto the Senate Budget and Taxation Committee, the House Committeeon
Appropriations, and the House Committeeon Ways and Means.

Sincgrel

. Clay Whitlow
ExecutiveDirector
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