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Agenda Item 3.04.B.
Alocation Plan for FY 2002

Prior to and since the implement'ation of performance funding, there has been a wide disparity between
the highest and lowest percentages of MRR funded for institutions. In fact. as it currently exists. the
lowest percentage of MRR funding is 53.36% and the highest amount funded is 94.53%

Although this disparity existed prior to the implementation of performance funding. the gap continues
to widen. Based on staff analysis, the growing disparity has not been caused by high versus low
performance levels, but by other factors such as enrollment shifts, ievels of activity changes. and
facilities changes. Attached is the listing of MRR percentages for FY 2000-2001. (See Attachment A)

Because of this concern with the growing disparity, institutions as well as some members from the
Finance and Facilities Committee have asked staff to examine the allocation methodology with the
intent of bringing more equity back to the system. Staff has received various plans and ideas from
institutions for consideration.

After a review of the various plans and options, staff has proposed for the Finance and Facilities
Committee’s consideration the following “Allocation Plan for FY 2002:”

This Allocation Plan is for the fiscal year beginning July 1, 2001. Following are the components of the
Plan:

1. The Plan subjects all funds to the performance indicators.

2. The Plan uses the scores and rating system as determined by the Planning and Assessment
(Performance Funding) Committee. The Committee’s scores will be applied to both the
current and previous years’ appropriation.

3. This Plan make use of “unearned” funds to address the parity issue. “Unearned funds” are
defined as those funds created when an institution’s overall rating has a score that is less
than “substantlally exceed performance.”

4. Funding parity is achieved when each institution reaches a minimum of 75% of the

Mission Resources Requirement (MRR).

When parity is achieved, unearned funds will no longer be applied to parity.

Performance Improvement dollars will be 10% or $500,000, whichever is greater, of

unearned money.

7. In the event of a reduction in current year’s appropriations, each institution will receive its
pro rata share of the reduction, as defined by the legislature. (If the appropriation reduction
is 10%, then each institution will be reduced by 10%, unless the General Assembly dictates
exemptions or exceptions.) .

8. The appropriations will be allocated as follows:

o

Previous Year’s Appropristion
o In order to qualify to receive the previous year’s appropriation, institutions must score an
achieves or higher on their performance rating.
* An institution scoring less than “achieves™ will be subject to the disincentives included in the
current allocation plan.
o Three percentage of its appropriation will be deducted for a “does not achieve” and five
percentages for “substantially does not achieve”
o The disincentive funds will be added to the current year’s appropriation for dxstnbunon
to the institutions that score “achieves™ or higher




Current Year’s Appropriation
o Current year’s appropriation is defined as the “new dollars™ appropriated by the legislature;
¢ Plus the previous year’s performance improvement dollars; ' .
e Pilus the disincentives from institutions that scored less than “achieves.” J

Funding Advisorv Committee (FAC) Action
This Plan was presented to the FAC on January 18, 2001 for its consideration. After much debate and
discussion, a motion was made to adopt the proposed staff plan. The motion was not approved by a

vote of: For 4; Against 6; Abstain 2.

The concems expressed by the FAC for their action centered on the notion that no changes should be
made to the allocation plan this year because of the possibility of no new state appropriations. Also.
the FAC was concerned with the “uneamed” funds from the proposed staff allocation being distributed

across sectors to address parity.

It was explained to the FAC that in light of its action, the staff proposal would be presented to the
Finance and Facilities Committee at the February 1 meeting without a recommendation from the FAC.
After some discussion, the FAC proposed the following motion for the Committee’s consideration:

“The Funding Advisory Committee reaffirms its collective belief that action must be taken to address
the funding parity issue between the institutions; however, the Funding Advisory Committee is
reluctant to suggest changes to the current allocation methodology under the uncertain budget
situation that exists in the State. Therefore, it is the recommendation of the Funding Advisory
Committee that the current allocation methodology continue for one more year.” Vote: For 6; Against

3; Abstain 3

The FAC Allocation Pisn (See Attachment B for fiscal impact)

The existing allocation plan as adopted by the Committee is as follows:

¢ Allocate one-half of new funds to each institution, by MRR, and the other half is placed in the

Performance Incentive Pool

¢ Deduct 2% of the current year’s allocation from each institution. Included in the 2% is .25%
which is set aside for performance improvement
The remaining 1.75% is placed in the Performance Incentive Pool
Institutions scoring “achieves” receive back 1% of their current year’s appropriation
Institutions scoring “exceeds” or “substantially exceeds™ receive 3% or 5% respectively
Any remaining money, after funding the “‘achieves”, “exceeds”, or “substantially exceeds™, will
be allocated to each institution by the MRR, weighted by its performance score.

Summary
The staff believes that the staff proposed *“Allocation Plan for FY 2002” is the fair and equitable plan

for FY 2002 for the following reasons.

1. Tt subjects all state appropriations to performance. 7

2. Aninstitution receives 100% of what it qualifies for under the MRR, if the institution
scores “substantially exceeds performance” on its performance rating

3. The plan addresses the need for *parity” by recommending a minimum level at which an
institution will be funded, (75%), thus starting the process of creating a level playmg field
for all institutions.

4. Even if no new state ﬂmds are appropriated to h.lgher educatmn this year, the principle of J
“parity” is established. g

5. Intheeventofmnewmtefunds aslongasanmsunmonm“ach:eves or better, it '
will receive no less than its prcvxous year’s allocation (this doesn’t consider the projected
budget reductions).
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6. The staff proposed plan distributes budget reductions pro-rata to the reductions mandated
by the General Assembly.

In contrast, under the current aliocation plan as adopted by the FAC:

1. All funds to performance are subject to performance

2. In the event of no new state funds, an institution scoring “achieves™ or less will receive a
reduction from its current year’s appropriation. In fact, based on last year’s scores, some
institutions will receive less funds than the previous year even though they “achieved™
standards. Based on the fiscal impact illustration , out of the 33 institutions. 22 will have a
decrease in their next year’s allocation. Because of scoring “‘exceeds performance.” the
other 11 institutions will receive considerabie increases in their aliocation. (See Attachment
B) :

3. There are no funds for “parity.”

4. Does not address budget reductions.

ral

Conclusion
The staff believes that although the FAC recommended a continuation of the current allocation plan,

the Committee did not fully understand the fiscal impact on the institutions. The staff also understands
that the FAC’s primary concern with the staff recommendation is the allocation of “unearned” parity
across sectors. Staff continues to believe, that parity must be addressed and that a 75% level is very
modest, and that it is necessary to allocate “unearned” funds across sectors in order to accomplish a
level playing field as soon as possible. (See Attachment C for fiscal impact, also e-mailed as an Excel

spreadsheet)

Recommendation
Staff recommends the proposed Allocation Plan for FY 2002 be approved for implementation for the

year beginning July 1, 2001.
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FY 2000-2001 Appropriation Percent Funding

! Technical Colleges are shown as a system.
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INSTITUTION *% Fundln!
[1
Research Sector
Clemson Univ. 81.05%
U.8.C. - Columbia 81.52%
Medical Univ. of S. C. 78.80%
Subtotal 80.67%
Teaching University Sector
The Citadel 94.53%
Coastal Carcolina Univ. 71.34%
‘College of Charleston 73.98%
Francis Marion Univ. 80.55%
Lander Univ. 77.45%
S. C. State Univ. 85.70%
U.8.C. - Aiken 70.67%
U.8.C. - Spartanburg 65.85%
Winthrop Univ. 79.03%
Subtotal 77.57%
Regional Campuses Sector
U.S.C. - Beaufort 68.33%
U.S.C. - Lancaster 71.63%
U.S.C. - Salkehatchie 68.25%
U.8.C. - Sumter 87.76%
U.S.C. - Union 80.41%
Subtotal 75.82%
Technical Colleges Sector 1
Subtotal Technical 64.18%
AHEC 53.66%
Total 1 74.83%

Attachment A




Attachment B

Funding Advisory Commities Recommendation with $0 new doliars

Achiaves Excesds $0 mithion $0 mitlion
Institution Appropriston | w1 % | FY 20002001 | FY 20002001 D
inus Minus N
FY 2000-2001 FY 99-2000
Pert. improv. Anaropriation
Besearch Sector m @ ()] @ )
Ciemson Univ. © $110,036,052 1,079,540 , o] s108980075 (855,077)
U.S.C. - Columbia 101,177,655 1.875.592 of 191071231 (106.424)
Medical Univ. of 8. C. JOS. 6,058 1033860 108322576 123.482)
Subtotal 408,558,768 3,988,562 0 408,374,782 (184,983)
Teaching Liniversity Sactor
The Citadel 17,153,904 168,287 17,033,685 (120,219)
Coasta] Carclina Univ. 14,820,627 143,481 14,533,338 (87.2901)
Collage of Charleston 39.426.477 327,975 ’ 33,221,603 {204,584)
Francis Marion Undv. 16,398,020 160,270 16,290,587 {105,433)
Lander Univ. 11,257.218 110,448 o 11,186,251 (70,968)
S. C. State Univ. 25,311,516 248,311 25,142,452 (169,084)
U.S.C. - Aiken "™ 12,205,004 359,281 12,378,917 173,873
U.S.C. - Spartanbur; ™™ 13734042 404,354 13,935,482 200,540
Winthrop Univ tess 25,404,503 741738 22753381 J48.878
Subtotal 189,450,282 1,158,732 1,511,3N 160,415,084 (34,268)
Begional Campuses Sector
U.S.C. - Beaufort 2423371 23,780 0 2,407,181 (16,210)
U.S.C. - Lancaster 3,034,611 29,776 3,013,822 (20,780)
U.S.C. - Salkehatehie 2554,308 25,085 2,537,233 (17.075)
U.S.C. - Sumter ™= 4,349,045 142,733 4,910,419 00,474
U.S.C. - Union uzz.mw R LT 1100.263 (8.408)
Subtotal 14,000,907 90,176 142,733 14,057,800 (2,008)
Technical Colisges Sactor
Aiken 58,0304 6,395,893 {62,548)
Central Carolina 67,396 7,427,885 (72,264)
Chesterfield-Marlboro 30,619 3,374,464 (33,627)
Denmark == 119,809 4,481,258 34,705
Florence-Darlington 98,783 _ 10,888,888 {104,850)
Greenville =" 668,422 25,001,200 208,270
Horry-Georgetown ™™ 282,516 10,567,044 85,806
Midlands &< 670,427 25,076,164 208,740
Orangeburg-Calhoun 61,730 8,803,212 (68,622)
Piedmont Exses 276,902 10,357,065 B5,540
Spartanburg S 252,220 9.453,876 77.6684
T. C. of the Lowcntry 47,012 5,247,273 (52.,834)
Tri-County 92,381 10,179,113 (99,132)
Trident 210,036 23,148,053 1223,190)
Williamsburg 20,750 2,287,851 (23.072)
York o 274,950 10,284,035 B4.425
Subtotal 7 3% 2,545,247 170,951,083 47,363
AHEC 180,562 ' 18,476,003 81,887
SubTotals ' MR SI08.784 A7) IZAATIR (52,108) -
MUSC - Hospital 21,202,778 0
Mnprov. in Ped. {SWp 2 00 : 1.A50.003 1E50.883
Grand Totals SImrN  MANNT]  S0LAMIN S1.860.504
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The 2001-2002 Allocation Plan at $25 million above current appropriation

| Allocated |

*

_ nm;‘_.:s,mm_

Unearned 3 Used to Fund Panty

P Furaing _ _ _ . Sten §
FY 2000-2001 $20,058,504 Sub-sotal APPROPIIATION  DIFFERENCE
Approprason | $26,050,684 . Alocated Appropristion AT BETWEEN  Sauase
FY 2000-2001 Institution's *~  Mius 100% m [ by MAR, {Sep 1B 5% Parity Funding  Divided by
MAR Pescent o  FY 2000-2001 Aocated m m thnes ph % of & Previous ¥r
INSTITUTION Calculation MRR Pert tmproy by MAR © < scores Unearned Siep 3) ] Funding Sip 1
Step 1 1A 18 Step 2 Swep 3 Step 4 | Step 4.A Step 5.A Siep 58
Besepich Sector -
Clemgon Univ. $135,759,555 1303%  $110.006.052] A | 7 52095747 $112,731,7 83 04%) $0 30
HU.5.C. - Columbia 234,504,795 2252% 191,127 6554 A 77% 4,656,561 195,834.,1 B3.51%; 0 0
Medical Univ. of 5. O, 133,693,457 12.84% _.B.nh.u A 7% 2654721 80.76% ¢ Q
Subtotal 503,957,007 48.39% A0S, 10,008.4: $2900.007] 418,568.7: ¢ 0
Teaching University Sector
The Citandel 18,145,874 1.74% 17.153.904 A 7% 17,514.223%  66.52%) 0 4]
Cuastnd Caroding Univ, 20,495,175 1.97% A 7% _m.ﬁﬂ.wm 73 15.371,381 343,786
Cullege of Charleston 45,195,198 4.34% A | T 4,329, wm.w [ 0
Francis Marion Univ. 20,281,264 1.95% A T7%) 16,730,741 &2 0 0
Lander Uniy, 14,534,993 140% A | T 79.43% 0 0
8. C. Ste Univ. 29,534,334 2.84% A 7% 87.69% [] 4]
US.L. - Aiken 17,271,621 1.66% E 1% 73.01% 12853716 343,357
LL.8.C. - Spartanbury 20,859,142 2.00% E 919 H8.19%) 15,644,957 1419911
Winthrop Univ. 32,143,878 3.09% E 1% 81.38% ¢ Q
Bubtotal 218,451,479 20.90% 1,002,634 43969454 2,107,054
Beglonsl Compuses Sector
U.S.C. - Beaufort 3,546,589 0.04% A T7% 70.32% 2.659.942 166,147
U.S.C. - Lancaster 4,236,574 041% A | 7 73.61% 27740 58,695
11.8.CC. - Salkchatchic 3,742,760 0.36% A | 7y 70.23% 2807010 178,443
LS., - Sumter 5,526,197 0.53% E 91% 90.11% [\ 0
1.5.C. - Union 1,964,735 014% Ao 82.39% 0 0
Bubtotal 18,516,065 1.70% s 5644442 403,205
Tochnical Colieges Sector
Sublots' 766,208,354 EET% 1,048, 66.36%] 186.191.384 25,310,148
ANEC 3,201, M7 329% A | T 203,31 55.64%] Ao 8,636,177
Total Bronsiase  10000% $S.374071) $00082.30 7600%] wesim $34,456,681
Performance Improvement $537.407

21292776 MUSC - Hospital (Mo longer part of higher aducation secior)
1.858.584 Paced back inlo Pafomance Funding for FY 2001-2002 alocakon/desinbulon

$002490,1%0 Total

' See Tachical Coleges Atachiment for individual Technical Colleges Allocalion
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Wi FY 99-2000 Pert. improv

New Money

Allachment

Swp SC

$537.407
$26,321,177

41,850 504
$25,000,000

()
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D The 2001-2002 Allocation Plan : J
" «or Technical Colleges - "ATTACHMENT"

_b_qum”ma_ wvni.n::m.,?...
_ Funding

FY 2000-2061 526,950,504
Appropnaion | $26,058,584 Aocaied
FY 20002001  instiution’s Vs 100% § m W by MRR,
MRR Percant of  FY 2000-2001 Allocated a ey
INSTITUTION Calculation MAR Pot mpov. | by mAR fu < scores
] swp 1A 18 Swp 2 Swep 3
TJechnical Colleges Sector
Aiken 9,822 515 0.94% A
Central Carolina 11,823,602 1.14% A
Chesterfivid-Marlboro 4478380 C.43% A
Denmwmrk 4476951 0.49% £
Florence-tarlington 18,752,789 1.60% A
Greenville 40,834,607 302% E
Horry-Georgetown 14,769,009 1.42% E
Midlands 40,784,058 3.62% E
Orangeburg-Calthoun 10,432,875 0.50% A
Piedmont 16,088,706 1.54% E
Spartanburg 14,373,112 1.26% . E
T. C. of the Lowentry 6,355,047 0.61% A
" Tri-County 16,002,662 1.58% A
Trident 39,167,944 3.76% A
Williamsburg 2,730,837 0.26% A
York 15402100 1.40% €
Subtotal $266,208,354 25.57%




