


STANDARD 7.B.6

FINANCIAL AID
RESOURCES FOR
STUDENTS

CHART 7.4

GROWH IN SCHOLARSHIP
FUNDING FRONIHE
MSU BILLINGS FOUMDION

$1.15
million

FY2001-02

FY2007-08

limited to the following:

*  Art courses

*  Field experiences—internships, cooperative education, student teaching

*  Lab courses

Students pay additional fees to support University initiatives such as computer
technology and electronic assessment data storage. The fee schedule is reviewed
annually and revised with BOR approval.

Evidence:  7.17 Student Fee Schedule; 7.3 Table/7.3 Summary Report of
Revenues and Expenditures

Sources of financial aid for current student enrollments include the following:

*  Federal Pell Grant

*  Federal Supplemental Education Opportunity Grant (SEOG)

*  Federal Perkins Loans

*  Federal Family Educational Loans

*  Subsidized Stafford Loans

*  Unsubsidized Stafford Loans

*  PLUS Loans (for parents)

*  Federal Academic Competiveness Grant (ACG) and National Science and

Mathematics Access to Retain Talent Grant (SMART)

*  Federal Work Study

*  State Work Study

*  Montana Higher Education Grants

*  Montana Tuition Assistance Program

*  Montana Guaranteed Student Loan Program Grants

*  Student Assistance Foundation Access Grants

+  State Tuition Waivers, Statutory

*  State Tuition Waivers, Discretionary

* Institutional scholarships

*  Other federal, state, institutional and private scholarships and funding

'The MSU Billings Foundation has a two-pronged approach in its planning for
future financial aid. The scholarship drive has been a successful, growing component
of the Foundation’s annual drive. For instance, the Foundation provided twice as
much scholarship funding in FY 2007-2008 as it did six years ago, FY 2001-2002 —
$1,149,714 in FY 2007-2008, as compared to $541,198 in FY 2001-2002.

The Foundation is committed to building its scholarship endowment. The
largest initiative of the Pegple, Pride and Promise campaign was the scholarship
component — $7.65 million.

The Foundation exceeded its campaign goal, raising over $8.5 million for
scholarships during the five-year project. Approximately half of the total is funding
for permanently endowed scholarships.

When tuition is increased, the University increases the amount of funding
available for student fee waivers proportionally to ensure adequate fee waiver
resources.

The University submits the Fiscal Operations Report and Application to
Participate (FISAP) for University based financial aid programs to the Federal
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Government annually. This report is a monitoring tool used by the Federal
Government.

Evidence: 7.4/Table 7.4 Sources of Financial Aid; 7.15 Two-year Default Rate;
7.10 FISAP report

The Chancellor has typically required a four percent reserve in the General
Operating Budget to assure coverage of unexpected changes in revenue or expenses.
In the event a department overspends its budget due to unforeseen circumstances
or poor fiscal management, the Chancellor and the Vice Chancellors have reserves
that can be reallocated to cover the deficit. A reserve for renewal and replacement
of bond funds is required in the indenture and is held in investments by the
bond trustee. Reserves are also budgeted for athletics. In the past, overages were
supplemented with reserves; however, the Provost has made efforts to fund distance
delivery through a self-support model.

Evidence: 7.3/Table 7.3 Summary Report of Revenues and Expenditures

The financial relationship among education, general operations and the auxiliary
enterprises must be independent. Auxiliary enterprises have not been used to
supplement education and general operations. In the past, education and general
operations have had to assist auxiliaries. This has been noted, and changes are being
made in auxiliary enterprises to ensure self-sufficiency. One change is increasing the
mandatory board plan; another change is expansion of conferencing in the Student
Union to bring additional revenue to University. Administrative costs incurred in
education and general funds to support auxiliary enterprises are recovered through
a recharge system. The recharge amounts are determined based on the use of the
service by auxiliaries and the reasonable cost of that service.

Evidence: 7.1/Table 7.1 Current Funds Revenues; 7.2/Table 7.2 Current Funds
Expenditures and 7.3/Table 7.3 Summary Report of Revenues and Expenditures

Operating budgets reflecting actual expenditures for the previous year with the
projected current year are submitted annually to the Board of Regents. The budgets
are reviewed internally and approved by the BOR. A report is made annually to the
Board of Regents regarding long-term and short-term loans, all outstanding debt,
negative fund and/or cash balances.

Audit reports, including those for revenue bonds, and the public radio station,
are reviewed by the Chancellor’s Executive Cabinet. Clean audit opinions reflecting
financial adequacy and stability are reported to the Board of Regents. Any
recommendations made in audits are responded to by the Director of Financial
Services, Administrative Vice Chancellor and Chancellor. A plan of corrective action
is developed following the issuing of the report. During an audit review, auditors
review progress on addressing previous audit recommendations. The Chancellor
brings major financial and administrative matters to the Board of Regents for their
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STANDARD 7.B.7

OPERATING BUDGET
RESERVES

STANDARD 7.B.8
AUXILIARY ENTERPRISES

STANDARD 7.C.1

FINANCIAL
MANAGEMENT



STANDARD 7.C.2

FINANCIAL
MANAGEMENT
EXPERIENCE

STANDARD 7.C.3

BUSINESS OFFICE
PROCEDURES

review and approval.
Evidence: 7.12 Financial Report; 7.10 Negative Cash and Fund Balance
Reports

The administrative and staff experience related to fiscal affairs at MSU Billings
is exceptional and noteworthy because of the stability it provides in all areas
of the University. All fiscal operations are centralized under the Administrative
Vice Chancellor, who reports to the Chancellor. A Certified Public Accountant,
the Administrative Vice Chancellor has 26 years of experience in finance, 24 of
those at MSU Billings in the finance area, with 17 years as the Administrative Vice
Chancellor.

Accounts receivable, accounts payable, cashiering, and purchasing are centralized
under the responsibility of the Director of Business Services, who reports to the
Administrative Vice Chancellor. The Director of Business Services has 25 years of
experience, with 23 years at the University and has held that position for 13 years.

Accounting, reporting, payroll, recharges, investing, property management and
grant accounting are under the Director of Financial Services, who reports to the
Administrative Vice Chancellor. The Director of Financial Services is a Certified
Public Accountant and has 23 years of experience, 21 of them on a university campus.
She has been the Director of Financial Services for 17 years.

Budget development, monitoring, reporting, and internal auditing are the
responsibility of the University Budget Officer, who reports to the Administrative
Vice Chancellor. The University Budget Officer has 27 years of experience in
financial operations. MSU Billings recently hired the first budget analyst. This
individual comes to the University with governmental accounting experience.

Financial and compliance audits demonstrate that the financial aspects of the
University are efficiently and responsibly conducted.

'The University is involved in Business Process Redesign (BPR) with all other
units of Montana State University to assure optimal effectiveness and efficiency in
business operations. The accounting and budget related functions have been reviewed
and most agreed upon changes have been implemented or are in the process of being
implemented.

Evidence: 9.3 Business Process Redesign (http://www.montana.edu/wwwtreas/
BPR.htm ); 7.12 Financial Report

Expenditures and revenue are recorded in Banner, the University’s
Administration-Finance-Accounting System. The Banner System is audited by the
Legislative Audit Division of the State of Montana. All revenues and expenditures
are subject to the same laws, policies and procedures. Revenues and expenditures are
grouped and reported by funds. With the exception of agency funds, all funds are
budgeted and included in planning and budgeting.

All funds, including financial aid funds, are subject to audit by the Legislative
Auditor’s Office. Revenues and expenditures are controlled through a process of
fund controller approval, supervisory review, budgetary and internal controls, and
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adherence to federal, state, local, Board of Regents, University laws, policies, and
procedures. The MSU Billings Foundation is audited annually by an independent
CPA firm.

The Business Office Procedures guide is online and updated regularly to provide
guidance to financial managers regarding the proper accounting and expenditure of
funds.

Evidence: 7.22 Business Office Procedures (http://www.msubillings.edu/
boffice/ ); 7.12 Financial Report

The University has centralized its cash collection sites, which are periodically
reviewed for adequate safeguarding of the assets. The University follows the State
of Montana policies regarding cash management, invests its funds in accordance
with State policies, and directs investments through the State Board of Investments
or Bond Trustee. The Business Office Procedures guide online provides guidance to
University fund controllers for cash management procedures.

Evidence: 7.22 Business Office Procedures (http://www.msubillings.edu/boffice/
); Montana Board of Investments STIP Program (http://www.investmentmt.com/
Programs/STIP/default.asp )

University Accounting records are processed through the Banner accounting
system. 'The system has been designed to make it possible to present financial
statements in compliance with Generally Accepted Accounting Principles (GAAP)
as well as Governmental Accounting Standards Board (GASB). The University
tollows guidance in GASB 35, which substantially modified the previous financial
reporting model. The University maintains its accounting system and prepares its
financial statements in accordance with the guidelines established by College and
University Business Administration, as published by the National Association of
College and University Business Officers. Adjustments are made to comply with
GAAP. The accounting system is audited by the Legislative Auditor’s Office.

Evidence: 7.12 Financial Report
STANDARD 7.C.6
STANDARD 7.C.7
STANDARD 7.C.8

NOT APPLICABLE

University funds are subject to governmental audit performed by the Legislative
Auditor’s Office. Title IV financial aid programs may be audited by the Federal
Government. Independent audits are performed for revenue bonds, Yellowstone
Public Radio, NCAA athletic programs and the MSU Billings Foundation.

Evidence: 7.12 Financial Report; 7.10 Revenue Bond Report; 7.10 Yellowstone
Public Radio Report; 7.12 and 7.10 MSU Billings Foundation Report
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CASH COLLECTION
POLICIES

STANDARD 7.C.5
ACCOUNTING RECORDS

STANDARD 7.C.9
AUDIT PROCEDURES



STANDARD 7.C.10
AUDIT PROCEDURES

STANDARD 7.C.11

INTERNAL CONTROLS
AND AUDIT
PROCEDURES

STANDARD 7.C.12

AUDIT
RECOMMENDATIONS

STANDARD 7.C.13

AUDIT REPORT
AVAILABILITY

Financial aid funds are included in the regular audits by the Legislative Audit
Division. Scholarship funds at the Foundation are audited annually by an independent
CPA firm.

Evidence: 7.12 Financial Report; 7.19 Foundation Report

The University has a well-established system of internal controls. Internal audits
are conducted by the University Budget Officer on an as-needed basis. The Internal
Audit Office of Montana State University Bozeman performs periodic internal
audits at the University:

* A monthly payroll reconciliation is performed by the Budget Office
comparing payroll expenditures per the payroll reports to projected
amounts based on budgeted salaries. These amounts are also compared to
the expenditures reported in Banner.

*  Bank statements for the local bank accounts are reconciled on a monthly
basis. Discrepancies and problems are reported to the Director of Financial
Services, Budget Officer and the Director of Business Services for
resolution.

e Surprise cash counts are performed periodically at University cash
collection points. Inquiries into and reviews of cash collection procedures
are conducted at the various sites.

The Budget Officer is consulted for objective input on maintaining adequate
internal controls as system procedures are added, deleted or modified. Particular
attention is given to maintaining adequate separation of duties where appropriate to
protect the institution’s fiscal integrity.

Evidence: 7.22 Business Office Procedures (http://www.msubillings.edu/
boffice/ ); MSU Billings Summary of Financial Reporting Controls

Audit recommendations are addressed and responded to by management in
the audit report. Depending on the nature of the recommendation, management
may choose to concur, partially concur or not concur with the recommendation.
Management takes every opportunity to work with the auditors to remedy the
sources of or find solutions to the audit recommendations. Auditors follow up on
recommendations in subsequent audit periods and report on the status of the audit
recommendations.

Evidence: 7.12 Financial Report
1

Audit reports will be available for review by the Northwest Commission on
Colleges and Universities. Audited financial statements are provided for fiscal years
2005-07. The Standard 7 tables and reports provided are based on the most recent
fiscal year for which audited financial statements are available, which is fiscal year

2007.
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Historically, the MSU Billings Foundation has conducted annual fund-raising
campaigns focused on helping the University provide traditional university services.
'The Foundation has assisted the University by providing resources to enhance the
quality of instruction, strengthen research efforts and provide community outreach

STANDARD 7.D

FUND-RAISING AND
DEVELOPMENT

to University constituents.

On Dec.31,2006, the Foundation successfully completed
the University’s first major fund-raising campaign — People,
Pride and Promise: The Campaign for Excellence at Montana
State University Billings. 'The Foundation raised over $30
million during the five-year effort, well above the $21 million
goal. 'The campaign initiatives were established after a
comprehensive strategic planning effort involving University
and community leaders. The campaign fund-raising efforts
specifically addressed key endowments and scholarships for
the University. The phenomenal success of this endeavor
speaks to the ever growing relationship between the Billings
community and MSU Billings. Although perceived to be

MSU Billings Foundation
annual fund-raising efforts
support:

« Faculty salaries

+ Research

« Scholarship

+ Honor’s Program

- Cooperative Education
« International Studies

« Land Acquisition

« Equipment Matches
 Technology Matches

important educationally and economically to the city since its - Building Memorials

founding, the University has gained recognition and respect

as it has grown. The vision, outreach efforts and commitment

to meeting workforce needs of a growing city by the current administration were
more than reciprocated in community response to the People, Pride and Promise
campaign.

The Foundation is the primary fund-raising arm of the University. The
Foundation has adopted a comprehensive set of policies and guidelines that address
gift solicitation and acceptance, gift documentation, endowment gifts and named
gifts, endowment investment and distribution, administrative and management fees,
donor recognition and stewardship. By adhering to these policies and guidelines,
Foundation employees and volunteers conduct their work in a professional and
ethical manner. The Foundation’s Board of Trustees and its associated committees
provide oversight of the status and use of these policies and guidelines.

The Foundation is audited annually by an independent Certified Public
Accountant. The audit provides reasonable assurance that financial statements are
free of material misstatements and in conformity with generally accepted accounting
principles. This is confirmed in the auditor’s management letter.

Evidence: 7.18 Foundation Policies; 7.19 MSU Billings Foundation Report;
7.12 Foundation Reports

The Foundation’s Endowment, Investment and Distribution Policy defines the
responsibility of fund representatives (Foundation trustees) and investment managers
regarding the investment of the Foundation’s endowment assets. The policy clarifies
the purpose of the Foundation and the oversight role of the trustees. In addition, it
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STANDARD 7.D.1

FOUNDATION POLICIES
AND PROCEDURES

STANDARD 7.D.2

FOUNDATION
ENDOWMENT AND
DISTRIBUTION



STANDARD 7.D.3

FOUNDATION
ENDOWMENT AND
DISTRIBUTION

STANDARD SEVEN

SUMMARY AND
ANALYSIS

defines portfolio investment objectives, asset allocation and diversification guidelines,
risk tolerance, endowment distribution and investment strategies. The policy reflects
standards and best practices of institutional investing.

The Foundation maintains records that document the donor’s intent for
endowment (and non-endowment) gifts. For gifts to named endowments, a
Memorandum of Understanding form is completed. This form clarifies the purpose
of the endowment and informs donors of Foundation policies explaining Foundation
endowment investment and distribution practices and fees. An independent auditor
reviews samples of Foundation gift documentation during the fieldwork phase of
the annual audit.

Evidence: 7.18 Foundation Policies; 7.19 MSU Billings Foundation Report;
7.12 Foundation Reports; 7.5 Table 7.9; 7.8 Endowment File

The Foundation is an independent 501(c)(3) not-for-profit organization
whose sole purpose is to raise private funds on behalf of the University. Annually,
the University and Foundation enter into an operating agreement clarifying the
responsibilities of the parties with regards to their ongoing relationship.

Evidence: 7.19 Foundation Report

MSU Billings has a longstanding reputation for stability and excellence in
financial management. It has consistently operated within annual budgets, annual
audits have found no irregularities and the few suggestions made by auditors have
been addressed. MSU Billings regularly maintains a balanced budget and the
enrollment reserve model, pioneered by Chancellor Ronald Sexton, has become a
requirement for all units of the system.

Strengths

*  Financially, MSU Billings’ ultimate strength is the administrative insistence
on a balanced budget, sound fiscal management and regular fiscal audits.

¢ MSU Billings financial personnel have the knowledge, experience and
institutional history to assure this financial stability and strength continues,
as well as, to assist unit administrators with managing their budgets and
responsible use of limited resources.

*  The administrative leadership and staff have high levels of expertise that
is used across the University to help provide outstanding student-learning
opportunities at all levels.

*  MSU Billings strives to involve the University community in the budgeting
process.

¢ MSU Billings continues to benefit from strong community financial
support, evidenced by the MSU Billings Foundation. The Foundation raised
over $30 million during a five-year capital campaign.

* 'The MSU Billings Foundation holds 197 named, endowed funds totaling
$15.8 million. The endowments produce annual income for student
scholarships, faculty excellence, and university programs.

~Jd JYVANVIS
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Challenges

Decrease in the percentage of state funding accompanied by increases
in student tuition. Although the total dollar amount of state funding
has consistently risen, the allocations have not kept up with inflation.
'The challenge lies not only in maintaining equitable pay, quality services
and a well-kept University environment, but in educating Montana
taxpayers as to the realities of providing post secondary education and in
demonstrating accountability to them.

Montana University System funding models. MSU Billings has an
increasing percentage of students enrolling part-time. Headcounts have
increased on both campuses while student FTE declines. Recognizing
this challenge for all units of the MUS, OCHE and the BOR established
a task force to study the issue and possible alternative funding models.
Currently, the funding process is based on the current base budget
with inflation factors, the state pay plan and new initiatives added. The
Montana Legislature determines funding and deliberations are taking
place between higher education officials and the Governor’s Office to
determine funding recommendations.

Ensuring appropriate and continuing involvement of the University
Community in the budgeting process. Revitalization of the Academic
Senate Budget Committee with revised by-laws and increased
constituency representation.

Ensuring adequate funds to address deferred maintenance and
upgrading of facilities in auxiliaries. Maintenance and upgrade projects

are prioritized in order to complete projects according to acute and
chronic needs.

Ensuring adequate resources for instruction. As annual budgets require
adjustments in order to balance and not fall into a deficit model,
Academic Affairs is protected to the extent possible without jeopardizing
the quality of student services or the physical environment.

Declining enrollments/graduates in Montana high schools. As the
numbers of high school graduates decline, the University may experience
declining revenues unless alternative revenue sources are developed.
Relatively low salaries make it difficult to recruit well qualified faculty,
staff and administrators.

Governor’s 2010 energy plan to have all state agencies reduce their energy

consumption by 20% by the year 2010. This is an aggressive and truly
challenging goal especially in light of the University’s implementation

and use of new energy-reliant educational technology to enhance student
learning.

The costs of assessment. Adequately collecting, analyzing and using
data to make informed decisons will have associated costs to many areas
of the University. MSU Billings will need to address those costs in an
strategic and balanced way.

Full implementation of Banner. While some of aspects of the Banner
system are in place, other modules (electronic degree monitoring,
document imaging, alumni and workflow) remain to be fully
implemented.
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