October 19, 2010

To: SMSUFA

From: Gerry Toland, SMSUFA Budget Review representative
Re: Budget Information – SMSU’s Share of “State Matching Funds” via the MnSCU 

                                          Allocation Formula

Hello SMSU Faculty,

Thanks to the extra efforts made by SMSU’s acting chief financial officer, Deb Kerkaert, a series of “Questions & Answers” (Q&A’s) can be offered below. 

The Q&A’s primarily pertain to the state matching funds that SMSU receives, in addition to direct tuition dollars.

If you have additional questions or concerns about the information in this document, you can send inquiries to me via e-mail at Gerald.Toland@SMSU.edu. If I do not have an immediate answer for your question, I will do research to obtain it.

Here are the Q&A’s:

Q1: Some of SMSU’s budget documents include only revenues from student tuition. How are state-matching-funds included in the budget plans at SMSU?

A1: SMSU does include state appropriated funds in our documents for the general fund budget, when the focus is the university budget in total.

Copies of SMSU’s initial overall university budgets are placed on reserve in the SMSU library.  

The state appropriation for SMSU is difficult to predict because the entire MnSCU system often does not know what the total state appropriation will be system-wide. At SMSU, budget planners try to predict as best they can.

Q2: Why do some SMSU budget planning documents exclude the state appropriation?

A2:  When evaluating sources of revenue and costs for specific programs, it is true that SMSU often does not include the state appropriation. The budgets simply calculate revenue based on student tuition.  There a number of reasons for this approach, and the rationale can be summarized with the following bullet points: 

· Although the state allocation formula is largely dependent on enrollment patterns, SMSU cannot simply use its base state allocation revenue, divide that revenue by the F.Y.E. enrollment, and then assume that SMSU receives $xx / FYE. There are factors that disallow this direct approach.  One key consideration is the fact that the design of the state allocation model has the following characteristic:  One additional FYE does not guarantee any more state-match dollars.

· The allocation model is dependent on the proportionate enrollment gains and losses of every institution in MnSCU.  SMSU will only receive additional state funds from the allocation model if SMSU’s proportionate enrollment increases are equal to, or greater than, than the total proportionate enrollment gains of other MnSCU institutions. Another important factor is whether or not the total funds available to MnSCU for distribution have increased, decreased, or remained constant compared to the prior year.

· A two year lag exists in the MnSCU allocation model.  When budgets are being formulated, SMSU must use enrollments from 2 years past to calculate the allocation for the current year.  Enrollments can change dramatically over a 2-year period. So, if a program has a noticeable gain in enrollment now, the budgetary benefit from state matching funds can only occur 2 years in the future, and those gains must be as fast as, or faster, than the enrollment increases at other institutions, before extra state funds would actually materialize.

·  Although the above considerations demonstrate the complexity of tapping-into state matching funds, and perhaps create a feeling of despair, our local enrollment trends at SMSU still remain very, very important in determining the allocation. A decline in enrollment at SMSU will reduce SMSU’s percentage of the state allocation in two years.

Q3: What can individual faculty members, programs and departments do to increase the state allocation to SMSU?

A3:  The importance of increasing enrollments, while keeping expenses stable or decreasing expenses, cannot be over-stressed.  If we have stable or declining enrollments, then options to decrease expenses must be pursued.

Q4: Publicly-available budget documents associated with the MnSCU Allocation Model show that approximately 2/5 of SMSU’s total costs are instructional, and the remaining 3/5 are non-instructional. How does the MnSCU Allocation Model arrive at this 2/5 instructional and 3/5 non-instructional cost structure?
A4:  There are IPEDS categories used to classify expenditures. These IPEDS categories are included in the “Notes Section” of SMSU’s financial statements.  Please note that depreciation, auxiliary expenses (revenue fund, residence halls & student center), all local funds such as student activities, health services, scholarship accounts, and some capital improvement funds are all included in this calculation.  So Instruction and Academic support combined are about 40% of all expenditures.   If SMSU were to exclude depreciation, auxiliary enterprises and the local accounts, the percentage associated with instruction would increase because instruction and academic support are a larger percentage of the general fund budget than when compared to the entire university as a whole. 

Q5: The instructional side of SMSU’s budget is being examined to produce efficiencies and cost reductions. What has been done, or will be done, to create efficiencies and cost reductions in the non-instructional side of the SMSU budget?

A5:  Please download the following Excel file to see a list of budget reductions and changes in non-instructional costs: 

Cost Reductions and Changes – NonInstructional – SMSU – 2008 to 2011.xls
SMSU is already examining where further reductions will occur on the non-instructional side of the budget in 2011 and 2012, but those plans are preliminary, and are not yet ready for release.
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