SOUTH DAKOTA BOARD OF REGENTS
Full Board
AGENDA ITEM: 20 - REVISED

DATE: March 28-29, 2012
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SUBJECT: Base Budget Realignment Discussion

When the Board approved University Managed Resources it was agreed that a continued
review of base budgets was needed. The Board discussed this at length at the Retreat in August.
In addition to looking at funding per student FTE, the Board also looked at a formula model that
looked at each of the NACUBO programs to identify the total funding need for each campus as
well as total revenue available. The Board identified three tools available to address any
inequities in the system: 1) increasing tuition, 2) approving program fees, and 3) realignment of
the base. The preferred option to address any funding shortfalls in the system or inequities
would be to add new state support dollars. This avenue may be pursued moving forward as the
state looks at funding models for higher education or as part of the Board’s future budget
requests.

The tuition and fee items to be considered by the Board as part of the March agenda will
include consideration of differential tuition and a couple of new program fees. Approval of these
items will start to align cost of programs with the dollars charged to students. In addition to
addressing funding shortfalls, the Board is being asked to consider a proposal to realign base
budgets to address identified funding inequities within the system. This realignment is focused
on the state dollars provided to each institution and not the dollars generated by student tuition
and fees.

Attachment | shows the general funds appropriated to each institution and the resulting
state funds per student based on the fall 2011 headcount and FTE figures. The general funds
appropriated to BHSU are the lowest in the system. The system average is $4,261 per student
headcount and BHSU is $2,763, or $1,497 behind. A similar picture is shown when looking at
student FTE. The system average is $5,171 and BHSU is $3,440, or $1,731 behind.

Attachment 11 looks at the traditional funding sources previously managed by the Board,
General (including ARRA), Tuition, and the Salary Competitiveness Fee. These sources were
once held centrally and allocated based on the funding model utilized at the time. The campuses
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RECOMMENDED ACTION OF THE EXECUTIVE DIRECTOR

Discuss and consider the proposed realignments for action on the second day of the
Board meeting.
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now keep their own tuition dollars and SCF dollars under University Managed Resources. If we
look at this expanded base of dollars, BHSU once again falls to the bottom when looking at
funding per student headcount and FTE. In this view, BHSU is $1,384 and $1,487 behind the
system average funding for headcount and FTE, respectively.

Taking a broader view and looking at total enrollments and including self-support tuition
and all student fees, the funding differences are even more noticeable. Attachment Il shows
BHSU funding levels below the system average by $2,503.54 per student FTE.

The reader should be cautioned when using these simple calculations that funding per
student ignores a number of variables that influence cost. Those variables include the type of
institution and the associated cost to attract and retain faculty, the difference in the cost of
programs offered at each of the schools, the amount of research investment, or economies of
scale. The Board has also looked at funding models that do consider these factors with very
similar funding outcomes. The models are very complex and to date the Board has not adopted
the formula models.

The recommended realignments to address the BHSU funding inequity are small steps to
improving the situation. Attachment IV shows two options that focus on bringing BHSU more
in-line with the other institutions. The first option is to move general funds based on the
proportion of general funds. The second option simply moves $100,000 from each school to
BHSU. Option two better aligns with the funding per FTE analysis, taking fewer dollars from
SDSU, which is the second lowest funded institution.

If the realignment is approved, it will be part of the budget transfers taken to the Interim
Appropriations Committee for approval.
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