Operating Budget Data

RD.00
St. Mary’s College of Maryland

($in Thousands)

FY 01 FY 02 FY 03 % Change

Actual Working Allowance Change Prior Year
General Funds $13,475 $14,722 $15,311 $589 4.0%
Other Unrestricted Funds 22,714 23,421 24,468 1,047 4.5%
Total Unrestricted Funds 36,189 38,143 39,779 1,636 4.3%
Restricted Funds 2,198 3,100 3,600 500 16.1%
Total Funds $38,388 $41,243 $43,379 $2,136 5.2%

® The Governor’s alowance includes $204,635 in genera funds over the mandated inflationary increase.

Personnel Data

Regular Positions
Contractual FTEs
Total Personnel

Vacancy Data: Regular Positions

Budgeted Turnover: FY 03

Positions Vacant as of 12/31/01
* Thisdatais reported directly from the college.

FY 01
Actual

391.00
25.43
416.43

3.80
9.70

Note: Numbers may not sum to total due to rounding.

FY 02 FY 03
Working Allowance Change
396.00 396.00 0.00
26.65 26.65 0.00
422.65 422.65 0.00
0.96%
2.4%

For further information contact: Brent Johnson

Phone: (410) 946-5530
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Analysisin Brief

| ssues

St. Mary's College Fund Balance Decrease:  Since fiscal 2000, the college has significantly drawn down
its current unrestricted fund balance. The Department of L egislative recommends the President brief
the committees on the status of the fund balance.

Maryland Higher Education Commission Approves Quality Profile I ngtitutionsfor St. Mary’ s College:
The college's 12 newly approved quality profile institutions will be used to assessits performance. Eight of
the 12 quality profiles are private libera artsinstitutions. ThePresident should comment on thecollege's
performance as compared to its quality profileinstitutions.

Recommended Actions

Funds Postions

1. Deletegenera fundsto St. Mary’ s College for enrollment expansion. $ 204,635
2. Reduce funds for position which has been vacant for more than one 44,584
year.
Total Reductions $ 249,219
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Operating Budget Analysis

Program Description

St. Mary’s College (SMC) is Maryland's only public, co-educational, liberal arts honors college. The
college offers an array of baccalaureate degrees in the arts and sciences. Since gaining autonomy in 1991,
St. Mary’s has been ranked consistently in the U.S. News and World Report as one of the best educational
bargains, one of the top ten regional liberal arts colleges, and has recently been ranked among the top 25
liberal arts collegesin the nation. The educational programis structured to seek a diverse yet academically
exceptional student body and to serve boarding, day commuter, and part-time students.

Fiscal 2002 Actions
Cost Containment

The fiscal 2002 working appropriation includes a $71,000 (general funds) cost containment reduction.
The cost containment reduction for fiscal 2002 was accomplished by abolishing the position of Director of
Government Relations.

Governor’s Proposed Budget

The fiscal 2003 allowance for SMC is $43.4 million, an increase of $2.1 million, or 5.2% from
fiscal 2002. Thefiscal 2002 general fund appropriation for the collegeincreasesto $15.3 million, anincrease
of $588,898, or 4.0% over fiscal 2002. Other unrestricted fundsincrease by 4.5%. Restricted fundsincrease
by $500,000, or 16% due to funding from the St. Mary’s College of Maryland Foundation for scholarship
and endowed chair activities, as well as federal grants for teacher education/technology activitiesand a St.
Mary’'s River ecology study.

General fundincreasesareappropriated to SMC asprovided by the Education Article, 8 14-405(b)(2)(ii),
which states that the prior year appropriation be augmented by funds required to offset inflation. This
involves multiplying the prior year appropriation by theimplicit price deflator for State and local government
(aninflation adjustment based on the cost of government services). For fiscal 2003, this figure is 2.61%.
This results in a mandated increase of $384,242 over the adjusted fiscal 2002 general fund appropriation.
The fiscal 2003 formula grant of $15,106,161 only increases 2.12% if it is compared to the original fiscal
2002 appropriation before cost containment. Along with the inflation factor, a third-year enrollment
expansion grant ($333,000) was requested by the college for fiscal 2003 to support academic and
instructional programs. This request represents the third year of a four-year $1.5 million enrollment
expansion grant. Therequest wasreduced by $128,365 to limit general fund growthto 4% in the allowance.
The components of the fiscal 2003 allowance increase are shown in Exhibit 1. Approximately 55% of the
increase is dedicated to personnel increases (see Exhibit 2).
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Exhibit 1

Governor’s Proposed Budget

St. Mary’s College of Maryland
($in Thousands)

Other Total
General Unrestricted Unrestricted  Restricted
How Much It Grows: Fund Fund Fund Fund Total
2002 Working Appropriation $14,722 $23,421 $38,143 $3,100 $41,243
2003 Governor’'s Allowance 15,311 24,468 39,779 3,600 43,379
Amount Change $589 $1,047 $1,636 $500 $2,136
Percent Change 4.0% 4.5% 4.3% 16.1% 5.2%
Wherelt Goes:
Per sonnel Expenses
Personnel increases including 3% merit and fringebenefits ... ................... $1,225
Net fiscal 2003 COSt CONMAINMENT . . .. ..o e e (57)
Other Changes
Auxiliary debt service payments for new residencehalls . ............ ... .. ..... 780
Tuition and room waiver eXpeNSEINCIEaSE . . .. .o v it it i 75
POStage EXPENSEINCIEASE . . . .\ ittt e 60
Auxiliary enterprisesincreaseto cover costof goodssold . ...................... 53
Total $2,136

Note: Numbers may not sum to total due to rounding

Exhibit 2 shows the allocation of the fiscal 2003 increase.
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Exhibit 2

St. Mary’s College of Maryland
Allocation of Fiscal 2003 Allowance Increase

Personnel Increase 54.7%

Auxilliary Increase 2.5%

Postage Increase 2.8%

Tuition/Room Waiver 3.5%

Debt Service 36.5%

Source: Department of Budget and Management

The college intends to use most of the non-personnel portion of the allowance increase to cover the
additional debt service costs for a newly opened residence hall. Due to the college receiving only formula
funding and its enrollment expansion grant, several initiatives have been deferred to the next year. Deferred
enhancements include non-capital expenses related to the renovation and expansion of the Somerset Hall
athletic facility and costs related to managing the Maryland Heritage Project, ajoint capital and educational
venture between the college and Historic St. Mary’s City. The college had also requested additional funding
to cover staff costs related to the new higher education collective bargaining law. Other requested
enhancementsincluded $1.1 million for the college’ stechnology and teaching initiative and $1.1 million for
the student access and diversity initiative.
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Tuition and Fees

SMC is projecting $13,147,271 in tuition and fee revenue in fiscal 2003, an increase of $593,866, or
4.7% over fiscal 2002. The estimated tuition and fee revenue makes up 33.1% of the college’ s unrestricted
revenue for fiscal 2003. This projected increaseislower than the 12.4% increase in tuition and fee revenue
projected for fiscal 2001. As shown in Exhibit 3, the in-state and out-of-state tuition rates for a full-time
undergraduate increase by 5% in fiscal 2003.

Exhibit 3

Tuition and Fees Increase

St. Mary’s College of Maryland
Fiscal 2002 through 2003

EY 2002 FY 2003 $ Increase % Increase

Full-time Under graduate

In-state tuition $6,474 $6,798 $324 5.0%

Out-of-state tuition 11,459 12,032 573 5.0%
Auxiliary Fees

Mandatory 775 814 39 5.0%

Facility 360 378 18 5.0%
Total auxiliary fees 1,135 1,192 57 5.0%
Total In-state Cost $7,609 $7,990 $381 5.0%
Total Out-of-state Cost $12,594 $13,224 $630 5.0%

Source: St. Mary's College of Maryland

Performance Analysis. Managing for Results

Some of SMC'sManaging for Results (MFR) goals along with the college's enrollment data are featured
in Exhibit 4. Thetotal student headcount and the number of full-time equivalent (FTE) students decreased
between fiscal 1999 and 2001. In fact, the actua headcount and FTE indicators were less than what was
estimated for fiscal 2001. The collegereceived itsfirst installment of the special enrollment expansion grant
infiscal 2001 to help grow itsenrollment. The college reportsthat asaresult of thisfunding, enrollment has
increased more than 9% for fall 2001 and inquiries are up by 40% for fall 2002. SMC isalso expecting the
reach 1,850 FTE students by the fall 2003 (fiscal 2004). The college should comment on itsprogressin
the area of enrollment expansion.
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Exhibit 4

Program M easurement Data
St. Mary’s College of Maryland
Fiscal 1999 through 2003

Ann. Ann.

Actual  Actual Est. Actual Est. Est. Chg. Chg.

1999 2000 2001 2001 2002 2003 99-01 01-03
Total student headcount 1,669 1,587 1,600 1,532 1,650 1,732 -4.2% 6.3%
FTE 1,690 1,594 1,607 1,556 1,657 1,730 -4.0% 5.4%

Goal 1. Strengthen the quality of instructional offerings; in particular, implement thecurricular proposalsembodied
in the Honor s College plan approved by the faculty.

% of graduating class
completing St. Mary's
Projects (50% by 2004) 34% 40% 45% 41% 45% 50% 9.8% 10.4%

Goal 2. Recruit, support, and retain a diversity of students, faculty, and administrative staff who will contributeto
and benefit from an enriched academic and cultural environment provided by St. Mary’s.

Average SAT scores of
entering freshmen class
(1,240 avg. by 2005) 1,237 1,237 1,222 1,219 1220* 1,222 -0.7% 0.1%

% African American of
entering freshmen class 12 9 6 8 10 10

18.4% 11.8%

% African American of all
full-time students 10 10 8 8 10 10 -10.6% 11.8%

Six-year graduation rate of
African Americansat SMC 65% 65%* 50% 62% 70% 70% -2.3% 6.3%

Goal 3. Increase the effectiveness of the lear ning environment at the college.

Second year retention rate

(minimum 85% by 2004) 86% 85% n/a 82% 87% 87% -2.4% 3.0%
Six-year graduation rate

(76% by 2005) 72% 73% 72% 72% 74% 75% 0.0% 2.1%
Graduate/professional

school going rate -- first

year alumni** (minimum

35% between 2001 and

2005) 35% 30% 38% 29% 34% 34% -9.0% 8.3%
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Ann. Ann.
Actual  Actual Est. Actual Est. Est. Chg. Chg.
1999 2000 2001 2001 2002 2003 99-01 01-03

Alumni satisfaction with
job preparation**
(minimum 94% between

2001 and 2005)
% one-year alumni n/a 93 95 92 94 94 n/a 1.1%
% five-year alumni n/a 99 n/a 99 99 99 n/a 0.0%
% ten-year alumni n/a 97 n/a 20 99 99 n/a 4.9%

Goal 7. SMC will increase our contribution to the Maryland wor kfor ce.
% of alumni who are
teachers (one-year-out) 18 15 18 17 18 18 -0.028 2.9%

*Number differs from previous year submission.
**|ndicates survey year.

SAT - Scholagtic Aptitude Test

Source: St. Mary'sCollegeManaging for Resultsdocument, fiscal 2002 and 2003 Governor’s Budget Books, 2001 Maryland
Higher Education Commission Performance Accountability Report

One of the indicators under the college’s goal of strengthening the quality of instructional offeringsis
increasing the percentage of the graduating class who complete a St. Mary’s Project to 50% by 2004. One
of the objectivesincluded in the college's fiscal 2003 through 2005 strategic planisto make this eight-credit
senior project a"capstone experience” for its students. The strategic plan also mentions that about half the
major programs will require this project during this academic year and that it is an option for all students.
This percentage increased in fiscal 2000 over fiscal 1999 but only slightly increased in fiscal 2001 to 41%.

The second goal inthe college'sM FR submissionincludesindicatorsthat measure both the academiclevel
and the diversity of the student body. The average SAT scorefor entering freshmen did not change between
fiscal 1999 and 2000, but the college anticipated a drop beginning in fiscal 2001. The remaining measures
included in the exhibit show percentages of African American students as part of the freshmen class and as
part of al full-time students. The percentage of African Americans in the entering freshman class has
decreased from 9% in fiscal 2000 to 8% in the fiscal 2001, and as a share of all full-time students the
percentage has decreased from 10% in fiscal 2000 to 8% in fiscal 2001. By statute, SMC isrequired to
maintain acommitment to the enrollment of minority students. For fiscal 2001, the college exceeded itslow
projection of the six-year graduation rate of African American students. The college should comment on
its effortsto support and maintain diversity on campus.

Under the goal of increasing the effectiveness of the learning environment, the college till expects to
exceed infiscal 2003 itsfiscal 2004 objective of stabilizing the second year retention rate to aminimum 85%,
despite a dlight decrease in the rate in fiscal 2001. The college has been able to maintain a 72% six-year
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graduation rate between fiscal 1999 and 2001. The graduate/professional school going rate for first-year
alumni was estimated to be 38% for the 2001 survey year but remained close to the percentage reported in
2000 (30%). The collegeisanticipating an increase in this outcome measure for fiscal 2002 and 2003. The
objective is to maintain a minimum of 35% between fiscal 2001 and 2005. The college aso includes
measures for graduate school going rate for five- and ten-year alumni. Another objective of the college is
to maintain a minimum 94% satisfaction with job preparation rate among one-, five-, and ten-year alumni.
The data indicates that five-year alumni report the highest satisfaction rates for the survey years 2000 and
2001, while the rate for ten-year alumni drops from 97% in 2000 to 90% in 2001. The college should
comment on how they intend to use this outcome data in evaluating the college s programs.

The seventh goal in the MFR isto increase the college’ s workforce contribution to the State. Thisgoa
includes several indicators such as the percentage of alumni teaching in science or math (five years out) and
the percent of alumni that hold professional degrees (fiveyearsout). The percentage of aumni one-year-out
who areteachers dightly increased in fiscal 2001 over fiscal 2000. There are no target percentagesfor these
particular outcome measures.

The college’s MFR statement incorporates the majority of the goals and objectives outlined in its new
three-year strategic plan (fiscal 2003 to 2005). This plan was completed by the college in October 2001 and
was developed in response to the recommendations made in the legidatively mandated Keller Review, the
college’ sownreview of itspreviousstrategic plan, and the Middle States Commission Periodic Review. One
critical goal in the new strategic plan which is not included in the MFR statement is to invest resources to
fulfill mission and goals/improve college’ s financial position. The objectives under this goal include:

® |ncrease funding for the college from 86% to 100% of its peer average.

® |mplement “best practices’ in financial, human resources, and operating management areas to reduce
costs and increase efficiency.

e Complete planned capital projects as scheduled and within budget (by fiscal 2005).

Thetacticsincludeincreasing external grant revenue, State support revenue, and tuition and feerevenue,
and completing a$40 million endowment campaign. Thisgoal isimportant inlight of the college’ s continued
requeststo increase State support beyond the college’ s statutory funding formula and in light of the State's
current fiscal position. The college should comment on its effortsto seek external funding and on the
growth and management of its endowment.
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1. St. Mary’s Callege Fund Balance Decr ease

SMC's closing unrestricted fund balance increased from $922,298 in fiscal 1993 to $4.8 million in fiscal
1999 (an average annual increase of 41%). Typically, a portion of the unrestricted fund balance is used to
cover contingencies or may be designated for future use. Exhibit 5illustratesthe unrestricted fund balance
decreased by $1.2 million in fiscal 2000 and $1.9 million in fiscal 2001. The college has attributed this
reduction to additional expenditures on technology, financia aid, and strategic planning for admissions.

Exhibit 5

Current Unrestricted Fund Balance

St. Mary’s College of Maryland
Fiscal 2000 and 2001

EY 2000 FY 2001 Change
Beginning Fund Balance $4,806,889 $3,551,209 -26.1%
Ending Fund Balance 3,551,209 1,653,938 -53.4%
Net Decrease in Fund Balance (1,255,680) (1,897,271) 51.1%

Source: St. Mary's College of Maryland Audited Financial Statements

The Department of Legidative Services recommends the President brief the committees on the
status of itsfund balance and how the college plansto make use of itsfund balance in future years.

2. Maryland Higher Education Commission Approves Quality Profile I nstitutions for
St. Mary’s College

TheMaryland Higher Education Commission hasapproved aset of “quality profile” institutionsfor SMC
to assess its performance against. These institutions were chosen based on student body size; minority
enrollment; distribution of bachelor’s and master’s degrees awarded; distribution of degrees awarded by
broad discipline category; proportion of part-time students; location; tuition and fees; and revenue and
expenditure data. There had been some legidative concern about the small number of public institutions
included inthe college'sprevious* current peer” group proposal, whichincluded nineprivate and three public
institutions. Only a small number of public institutions are included in the Baccalaureate Colleges-Libera
Arts category within the Carnegie classification system. The new quality profile group adds a public
institution (VirginiaMilitary I nstitute) and removes one privateinstitution (Reed College) fromthe previous
“current peer” set. The college plans to compare the previous and current year data for increases and
decreases in the performance indicators, to compare the college's performance against the average of the
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quality profile group, and to use the analyses of the college's performance asjustification for recommending
program changes at the college.

Exhibit 6 shows the quality profile institutions for SMC.

Exhibit 6

St. Mary’s College Quality Profile Institutions

| nstitution Control State Total Enrollment
University of Minnesota-Morris Public Minnesota 1,867
Beloit College Private Wisconsin 1,223
College of Wooster Private Ohio 1,709
Dickinson College Private Pennsylvania 2,067
Gettysburg College Private Pennsylvania 2,182
Southwestern University Private Texas 1,254
Mary Washington College Public Virginia 4,000
Colorado College Private Colorado 1,964
Connecticut College Private Connecticut 1,820
Virginia Military Institute Public Virginia 1,335
Guilford College Private North Caralina 1,245
University of North Carolina - Asheville Public North Carolina 3,226

Source: Maryland Higher Education Commission

The President should comment on the college's performance as compared to its quality profile
institutions.
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Recommended Actions

Amount Position
Reduction Reduction
1. Delete genera funds to St. Mary's College for $204,635 UF
enrollment expansion due to the State' s fiscal situation.
These funds are in excess of the college’'s statutory
funding formula
2. Reduce unrestricted funds for position (career services 44,584 UF
counselor) which has been vacant for more than one
year.
Total Unrestricted Fund Reductions $ 249,219
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Appendix 1
Current and Prior Year Budgets
Current and Prior Year Budgets
St. Mary’s College of Maryland
($in Thousands)
Other Total
General Unrestricted Unrestricted Restricted
Fund Fund Fund Fund Total
Fiscal 2001
Legidative
Appropriation $13,475 $20,934 $34,409 $3,100 $37,509
Deficiency
Appropriation 0 0 0 0 0
Budget
Amendments 0 1,876 1,876 0 1,876
Reversions and
Cancellations 0 (96) (96) (902) (998)
Actual
Expenditures $13,475 $22,906 $36,381 $2,198 $38,387
Fiscal 2002
Legidlative
Appropriation $14,793 $22,922 $37,715 $3,100 $40,815
Budget
Amendments 0 499 499 0 499
Cost
Containment (71) 0 (71) 0 (71)
Working
Appropriation $14,722 $23,421 $38,143 $3,100 $41,243

Note: Numbers may not sum to total due to rounding.
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Budget Cancellations and Amendments

Current Unrestricted Funds

The college reports encumbered unrestricted fundsin the amount of $95,619 existed as of June 30, 2001,
but the goods had not yet been received. It has been the practice of SMC to reappropriate these amounts
the following fiscal year. Fiscal 2001 budget amendments added almost $1.87 million in unrestricted funds
to align thelegidative appropriation with the budget approved by college'sBoard of Trustees. Adjustments
to the fiscal 2002 budget include a reduction of $71,000 in general funds for cost containment reduction.

Current Restricted Funds

SMC’ s current restricted fund accountstypically are not aligned with the State'sfiscal year. The college
allocates fundsfor the grant'sfiscal year whenever the grant starts. Typically the State'sfiscal year will end
with someindividual grant accounts having significant unexpended balancesthat are reappropriated the next
year. Fiscal 2001 cancellations included telephone switch replacement funds ($600,000). The telephone
switch was installed during the summer, with payments scheduled to be made after completion of testing.
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Appendix 3
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