5 ) : 2 EXHIBIT F

0 - STATE COLLEGE BOARD OF TRUSTEES
COLLEGE OF CHARLESTON - FRANCIS MARION COLLEGE * LARDER COLLEGE

February 17, 1976,

TO: members of ths Cormission on Highs:z E@ucaticn
FROM: F. Mitchell Johnson

SURIECT: Appropriation Formula — Improvements for 1977-1978

the following ohservations are respectfully offered as 2 result
of a requast made by Dr. Boozer in = memorandum to the Commission
mambars and others for susistance in continuing the refinemsnt of
the Formula.

in order to achieve any warthwhile refinements in the Formula for
1577-1978, it is necessary that each and every membar of the CHE
{regardless of the future composition of the merbers) has a clear
and wniform understanding of the role of the Commission in relation
+a the Budget and control Board and the ceoneral Assenbly in regards
to higher education.

secondly, we must vnderstand the singular purpose of tha Formula
in its relation to the role of the CHE and the various public sup-
ported universities and colleges. .

rhe CHE has never been designated by the peneral Assembly as their
advisory agency to determine how much money is to be spent on high-
or education in South Carolina. In respect to money, the role of
the CHE is solely to recommend an vggquitable sharing of the state
tax-payer support for south Carolina public colleges and univer-—
sities." -

Steps 1 through 11, with the proper professional supervision, are
ilargely mechanical. Wizely realizing that 211 institutions in each
fiscal year cannot be measured by an identical vardstick, the Com-
mission created Step 12 in order to adjust foxr any inequalities.
nstutely used, Step 12 may correct certain ineguities that result
From the uniformity of Steps 1 through 11, and accomplish the sole
mission of the CHE in regard to monesy matters.

Remembar, if the CHE should be consistent rhroughout the budget pro-
cess, the dollar amcunts recommended by the CHE for each institution
are only important ultimately as they can be uszed to determine the
percentage of the amount actually allocated to higher education by
. the General Asserbly. Once the total recommended dollars have baen
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arrived at, and the commission is convineed that the total amount
and the sub-totals designated to each jnstitution provides a fair
percantags to each insbitution, the singular role of tha CHEE re—-

garding monsy matters has bzen accomplished, and that phase of our

mission is completed. We, having established a total allocation
meds up of individual institutional budgets, can datermina for each .

institution its fair parcentage of the fotal, and can then 2pply
these percentages to the allocation of the ganeral Assembly. The
fobal dollars allocated will undoubbedly not match our totzl recom—
mendations, but as long as wa steadfastly maintain the percentages,
we will provide a fair and emuitable distribution of the funds al-—
Tocated for higher education.

vielding to pleasz. from one or another cuarter for special treat—
ment we have failed in each year of "Formula Funding" to courag-—
eously hold to this position and, therefore, have never achieved
the equity for which formila funding is SO highly touted. Repsat-
edly attempting to place the failure to fund by formula funding

on other agencies ol government has resulted in a loss of prestige
in the General Assembly, the pudget and Control Board, and the

covernor's Office.

Tha most perfect formula is a worthless piece of paper if the
determination to implement it is wenbind.

The second consideration in this memorandum is the formmla itself.
The bullding blocks of the formula are the credit hours, and the
foundation.is the resultant FTE's. Dollars are enly yardsticks of
measurement. Furbthermors, the formnla is a projection. Unless
these basic principals are anderstood and incorporated in the de-—
eision-making process, the formula will be destroyed by our own
hands.

Let us candidly review our rocord for fairness in the past iwo
rears. That is, our determination to carry out our assigned role
‘nd our fairness in recommending an equitable distribution of the
allocated funds.

1974-1975 FORMULR YEAR

mhis is the year that Dr. BooZEer referred to in his memorandum of
February 5, 1976 in waich he stated, in park, vpaspite the Gsnexral
Assenoly's temporary departure from the formula in 1975, bscause
af 'emsrgency economic conditions', and the ohvious difficulties
of returning to the formula in 1976, if no additional funds should
materialize...” ; ;
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Dr. Boozer has mistakenly tzken the position that unless the sums
regquested by the CHE are funded 100% by the General Assembly,
formula funding is antomatically discapded. Dr. Boo=er seens to
yelate this formula to dollars ¥ather than to the psrcentages of
the total higher education appropriation for which each instit-—
ntion would be eligible if strict adherence to the formula oocur—
red.

in regard to the ar plication of the formmla in 1974-2973, ihz CHE
ignored legitimate requesks from soma institutions while approving
identical requests from athers. -

Finally, mired down in the "dollar theory™, the CHE usad as a base
the dollars allocated in the previous year, ignoring the fact that
the formala is a projection. This was a totzl departure from the
formula concept, and the initial presentation to the Budget and
control Board resulted in errors in excess.of $3,000,000.

The first presentation to the Pudget and Control Board, with only
one dissenting volbe on the Comulssion, recommandad an increase of
5656 (33.0%) for every FTE at Clemson, 3605 {30.73%) at Carolina,
and only 5$123 (6.8%) for Francis Marion, and 518 (L.03%) for the
college of Charleston.

1s it any wonder the Budget and control Board ignored that distorted
formula pressntation?

A= a result of that fiazeco, an ad hoc committes was appointed to
‘nesist the Budget Committee in clarifying disputed items in the
formula. Together they did an excellent job.

1976-1977 FORMULRE YEAR

open sessions of committes mestings called to discuss the financial
affairs of individual institutions wsre pledged and were initially
—dnered to, The initial reguest by the institutions displayed a
greater sense of responsibility, and the Pudget Committee under the
determined direction of Hugh Chapman produced for the first time

na fair and egquitable percentage distribution betwsen the institu-
tions". This is the assigned task af the CHE and initially we d4id
it wall. We appeared to have the courage to "stick to our guns"
and to the principals of the Formula. Our assigned task at that
moment was essentially completed. Further deliberations should
have been mechanical. That is, apply the same percentages agread
upon to the total dollar amount recommended by the Budget and Con-
trol Board. The integrity of "Formula Funding” would have been
praserved.
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wa have every right to reguast trustees and administrators to elimi-
nate the frills in higher eancation, but I believa that we were
morally wrong in promoting the idea of restricting enrollmant of
gualified students. nhe economic and social well being of the
people of South carolina will be damaged by that course of action. .
T+ is unthinkable that such a course of action is encouragad hy a
commission on higher sducation in a state that ranks 49th in post-
sehool attendancs.

Upon sscuring the recosmended allocation from the Budget and Con—
trol Board, we again reverted to & previous yéar to determine our
dollar allocations, and the distortions were of seriocus magnituds.
Members of the pudget Committes of the Commission should understand
and not resent the regquest of ern—officio marbers to he present when
meaningful financial dacisions are being considared that ssriously
concern tha institutions for which they are responsible. To receive
only the recommendations of the financial staff of the Commission
will unguestionably result in hostility betwsen the Commission and
the colleges and universities. Consider for a moment gur trustees'
actions in the development of the annual budget for each of the 2
thres institutions under OUr governance. The planming and Develop-
Eggg_ggmmittee meets ak least once, and somobimes twice in daily
soooions Lo review every item in the budget of each institution.
Each instituion’s presentation is made to an inguiring and informed
pudget committea. Finally, an entire Board of Trustees meeting is
devoted to its review and approval . We know our business apd . take
it seriously. ;

when the Budget committee of the Commission mests for an unanneuncead
sossion for about twenty to thirty minutes, and recommends altera—
$ions involwving millions of dollars with no inguiries of the ex—
officio members, is it any wonder that this institutional represen-—
tative considsrs epch actions as inimical to the walfare of our
entire system of public higher education?

1 am sure that there will be wide-spread disagresmant with the Frank
conbents of this memorandem but it has been written by a concerned
menber in the hops that every member will give serious thought to
tyhe Financial mission of the Commission. perhaps we should give .
careful consideration to the purpose of formula budgeting and, after
agreeing on the purpose of this procedure, draft a set of rules to
e followsd scrupulously in the implemsntation of our formula budget—
ing duties. tWhat eriteria exists for the acceptance, of an item in
steps 12 and 132 What grounds constitute adeguate reason for special
treatment of an institubion? Surely the CHE can formulate stabtemants
which can be used as sound guidelines for future decisions.
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1f, I think that Step 7A — . Operation

Trn regard to the Formula itse
imal Plant is not in character with the rest

ul
and Maintenance of Physi
of the Formulz.

In the first plaece, it uses a basis of three oprevious years of
actual expenditures with adjustments. This resulis in 2 monay
detarmination in the Formula Year under consideration based en ex—
penditures as early =s four years previous. The other altermatives
relstes directly to FTE's. I think in tho casz of Plant Mainten-—
ance, a direct relationship with FIE's producss inegualities,
persons taking ona non-credit coursss have ‘to ba housed just as
mach as a studen® in graduate school.

T do not have a positive approach except that the staff should com—
municate with knowledgzable members of the largsr CPA firms in

sounth Ccarolina for constructive suggestions. Alex Cuattlebsum =ug-—
gested in the past that a survey ha mads of each and every building.
fhile this may initially be tedious and expensive, it may pooduce

a4 more realistic approach to our problem. Once the condition and
necds of each building are catalogad, annual investigative costs
should be relatively small. ! :

m:;zm%ﬂw
F. Mitchell Jdhnson
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