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Members of the Legidative Audit Committee:

This report contains the results of the performance audit of Metropolitan State College of
Denver Student Full-Time Equivalent Enrollments. This audit was conducted pursuant to Section
2-3-103, C.R.S., which authorizesthe State Auditor to conduct auditsof al departments, institutions,
and agencies of state government.

This report presents our findings, conclusions, and recommendations, and the responses of
the Metropolitan State College of Denver and the Colorado Commission on Higher Education.



TABLE OF CONTENTS

PAGE
REPORT SUMM ARY .. e s e e e 1
Recommendation Locator ............... it 5
FINDINGS AND RECOMMENDATIONS
CHAPTER 1. FUNDING FOR HIGHER EDUCATION
Overview of the Colorado Commission on Higher Education ........... 7
Metro Generally Complied with Student FTE Enrollment Reporting
POlICIES . . o 8
Commission Policies Limit Funding of Off-CampusFTE ............. 10
Funding Eligibility of OnlineCourseslisUnclear .................... 14
The Commission Should I dentify the Cost of Alternative
Course DElIVENY ..o 18

Additional Assurance Regarding Residency IsRecommended ......... 19



STATE OF COLORADO
OFFICE OF THE STATE AUDITOR REPORT SUMMARY

J. DAVID BARBA, CPA
State Auditor

METROPOLITAN STATE COLLEGE OF DENVER
STUDENT FULL-TIME EQUIVALENT ENROLLMENTS
PERFORMANCE AUDIT
MARCH 2000

Authority, Purpose, and Scope

This audit of Metropolitan State College of Denver (Metro) student full-time equivalent (FTE)
enrollments was conducted pursuant to Section 2-3-103 et seg., C.R.S., which authorizes the State
Auditor to conduct audits of all departments, institutions, and agencies of state government. Our
audit focused on whether Metro computed its student enrollment in accordance with Colorado
Commission on Higher Education (Commission) policiesand if Metro reported accurate student FTE
enrollment statistics. Toaccomplish our audit objectives, wereviewed student files, interviewed staff,
and analyzed data provided by the Commission and Metro. Wefocused on thefull Fiscal Y ear 1999
(Summer 1998, Fall 1998, and Spring 1999 semesters) and a portion of Fiscal Y ear 2000 (Summer
1999 and Fall 1999 semesters). The audit work, performed from December 1999 through February
2000, was conducted according to generally accepted government auditing standards.

We gratefully acknowledge the assi stance and cooperation extended by management and staff at the
Metropolitan State College of Denver and the Colorado Commission on Higher Education.

Metro Generally Complied with the Student FTE Enrollment Reporting
Policies

We concluded that Metropolitan State College of Denver was, for the most part, in compliance with
state law and the Commission’'s student FTE reporting policies. However, wedetail some exceptions
inthisreport. Our review included examination of final student enrollment, internal controls, the 98
percent tuition collection rule, add/drop transactions, tuition waivers, Type B Instruction, residency
determination, course eligibility, and aternative delivery courses.

Metro Should Comply with Commission Policies for Reporting FTE Gener ated
Through Off-Campus Programs

Commission policiesallow four-year ingtitutionsto receive state funding for alimited number of FTE
generated through approved off-campus programs. Metro received Commission approval to offer
four urban baccalaureate off-campus programs generating a total of 115 state-funded FTE.
Commission policies also require that state-funded FTE from urban baccalaureate programs come
from only upper division courses required for the approved off-campus programs. Our audit work
indicated that Metro abided by the upper division course limitation for its off-campus programsin

For further information on this report, contact the Office of the Sate Auditor at (303) 866-2051.
-1-
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Fiscal Year 1999. Metro recently revised its interpretation of Commission policies and, therefore,
submitted a significant number of ineligible lower division courses for funding in Fisca Y ear 2000.
However, on the basisof our audit work, Metro representatives removed theineligible FTE from the
updated enrollment information used for Fiscal Year 2001 figure setting. We recommend that
Metropolitan State College of Denver submit FTE generated through off-campus programs
in compliance with Commission policies.

The Commission Should Reviseits Policies Regar ding Funding of Online
Courses

Thelargest areaof growth in the curriculum offerings of state-supported colleges and universitiesis
in the area of aternative delivery courses. During the audit we received conflicting information
regarding the eligibility of state funding for courses delivered through aternative delivery methods,
specifically online courses. Commission representatives stated that policies limit the type of online
courses eligible for state funding. However, we found that since the Fall semester of 1996, the
Commission allowed Metro and other state-supported institutionsto receive statefunding for the vast
majority of their online courses. Thus, we recommend that the Commission review and revise
its policies to ensure that current practices for state funding of alternative delivery courses
remain in effect and ensure that these policies are communicated to all state-supported
institutions.

The Commission Should I dentify the Cost of Providing Cour ses

State-supported institutions, including Metro, submit eligibleresident student FTE tothe Commission
for state funding. According to Commission staff, the purpose of the state's reimbursement of
resident FTE isto cover a portion of the institution's cost of educating resident students. Costs to
create and deliver aternative delivery method courses may differ from those associated with
providing atraditional classroom course. Currently, however, the Commission provides the same
level of reimbursement for all eligible courses regardless of the actual cost of providing the course.
Therefore, we believe the Commission should over see a cost study of all factors and expenses
associated with the both lecture courses and courses offered through alternative delivery
methods.

Additional Assurance Regarding Residency |s Recommended

Due to the difference between in-state and out-of-state tuition rates, students have a significant
financid incentive to claim residency even if they are not eligible (i.e., in-state tuition of $936 versus
out-of -state tuition of $3,787, per semester). In addition, institutions have no financial incentive to
scrutinize evidence of residency because they only receive state funding for credit hours generated
by in-state residents. Our audit work found that 36 percent of the sample files we reviewed lacked
any relevant evidence of in-state residency beyond the self-reported information on the application.
We recommend that Metro implement criteria requiring adequate evidence of eligibility for
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in-state tuition.

Summary of Agency Responses

The Metropolitan State College of Denver and the Colorado Commission on Higher Education
generally agreed with our recommendations. Their full responses are located in the audit report.



RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency  Implementation
No. No. Summary Addressed Response Date
1 13 Metropolitan State College of Denver should submit FTE ~ Metropolitan Agree As Soon As Possible
generated through off-campusprogramsin compliancewith ~ State College
Commission policies. If Metropolitan State College of Denver
believes additional courses and student FTE should be
eigible for state funding, it should either amend its off-
campus program proposals or propose amendments to the
Commission's off-campus policies.
2 17 The Colorado Commission on Higher Education should Colorado Partidly July 2000
review and reviseitspoliciesto ensurethat current practices  Commission Agree
for state funding of aternative delivery courses remain in on Higher
effect and ensure that these policies are clearly and Education

consistently communicated to all state-supported
institutions.




RECOMMENDATION LOCATOR

Recommendation
Summary

Agency Agency
Addressed Response

I mplementation
Date

The Colorado Commission on Higher Education should
oversee a cost analysis to detail the costs associated with
providing coursesthrough each aternative delivery method
aswell as traditional lecture courses. This analysis should
identify al indirect and direct costsincurred by offering the
course including start-up costs and costs over an extended
period. On the basis of the results of this cost study, the
Commission should consider dtering thereimbursement rate
for al courses based on the actua costs of offering the
course.

Colorado Agree
Commission

on Higher

Education

Initiation: July 2000

Rec. Page
No. No.
3 19
4 21

The Metropolitan State College of Denver should:

a. Develop written guidelines to determine €eligibility for
in-state residents.

b. Require adequate evidence to ensure the eligibility of
students classified as in-state residents.

c. Conduct arepresentative sample of incoming freshmen
to determine eligibility of in-state tuition recipients.

Metropolitan Agree
State College
of Denver

September 2000




Funding for Higher Education
Chapter 1

Overview of the Colorado Commission on
Higher Education

Colorado's public colleges and universities are organized under the Department of
Higher Education. The Colorado Commission on Higher Education (Commission)
functions as the Department's policy-making and coordinating body. The
Commission'sauthority over state-supportedinstitutionsof higher educationincludes:

» Determining the roles and missions of state colleges and universities.

» Establishing policies for reporting student Full-Time Equivalent (FTE)
enrollments consistent with the role and mission of each state-supported
institution.

» Distributing general fund appropriations and tuition monies to the governing
boards.

» Establishing policies for setting tuition and fee rates.

»  Setting academic admission standards.

The Commission alocates state appropriations for higher education among the six
governing boardsthat have oversight of the State's 28 public collegesand universities.

Funding of State Colleges and Universities

Section 23-1-105(3), C.R.S., requires the Commission to consult with the governing
boards to establish the distribution formula for appropriated general funds and
cash funds received as tuition. This distribution formula recognizes both fixed
ingtitutional costs as well as those costs which vary depending on the character of
programs and the number of students enrolled. Asaresult, the reporting of student
FTE plays arole in the amount of state funding received by various institutions.

The General Assembly determines the overal funding for higher education on an
annual basis. Currently institutionsreceive base general fundsthat represent the prior
year'sfunding aswell as additional general funds based on acombination of increases
ininflation and enrollment for each school. Each ingtitution calculatesits enrollment
based on policies created by the Commission. These policies implicitly define the
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factors that contribute to student FTE enrollment totals. According to Commission
policies, "student credit hour production drives the required resources." In-state
resident students who attend classes on campus comprise the bulk of the
FTE enroliment total. The Commission established guidelines in its Palicies for
Reporting Full-Time Equivalent Sudent Enrollment. Inthismanua the Commission
sets guidelines that state schools use to report student FTE, including:

» Courses and their student enrollment that are reportable for state funding.
» Credit hours that may be reported for various types of instruction.
» Credit hours and courses that are not reportable for funding.

Under the Commission's policies, institutions calculate FTE eligible for state funding
based on a combination of course credit hours and student headcount. State colleges
and universities report resident and nonresident credit hours and student FTE to the
Commission in the Final Student Enrollment report. The Commission uses the
inflation rate and this enrollment information to request increases in genera fund
appropriationsfor the state-supported institutions. Thereported resident credit hours
and FTEs are part of the distribution formulato give state funding to each of the six
higher education governing boards. The boards then distribute the funding among
thelir respective schools.

Metro Generally Complied with Student FTE
Enrollment Reporting Policies

Our audit work focused on Metropolitan State College of Denver (Metro) and
whether it is reporting resident FTE in compliance with Commission policies. We
focused on the full Fiscal Year 1999 (Summer 1998, Fall 1998, and Spring 1999
semesters) and a portion of Fisca Year 2000 (Summer 1999 and Fall 1999
semesters).

We reviewed several areas that impact student FTE reporting. These include final
student enrollment, internal controls, the 98 percent tuition collection rule, add/drop
transactions, tuition waivers, Type B Instruction, residency determination, course
eigibility, and alternative delivery courses. In the areastested we found that, for the
most part, Metro was in compliance with state law and Commission policy;
exceptions are noted later in thisreport. Detailed below isabrief description of our
review:

e Final Student Enrollment and Internal Controls-The Fina Student
Enrollment (FSE) report includes Student Headcount, Total Credit Hours
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Generated, and calculated FTE for both in-state and out-of-state students.
The accurate reporting of these figures links directly to the amount of state
fundingtheinstitutioniseligibleto receive. The Commission requiresthat the
enrollment report be prepared according to its policies and to "present fairly
the enrollment of the ingtitution.” Our review of Metro's Final Student
Enrollment report and itsinternal controlsfor Fiscal Year 1999 showed that
Metro provided adequate documentation to support al the numbers it
reported. However we identified problems with the Fall 1999 census data,
which we discuss later in the chapter.

* 98 Percent Tuition Collection Rule-According to Commission policy:
(Df a student has any outstanding tuition obligations but is
permitted to enroll for a subsequent term at the same
institution the credit hours generated by the student in the
subsequent terms shall not be reported. Compliance with this
requirement is waived for ingtitutions that collect at least 98
percent of the [all] tuition due [by June 30].

Wefound that Metro did not collect 98 percent of itstuition due as of June 30,
1999. However, Metro developed an internal control system that prevents
students from registering for a subsequent term if they have an outstanding
tuition balance, regardless of the amount of overall tuition collected by the
institution. We reviewed a sample of ten students with outstanding balances
and found that none had regi stered in subsequent termsunlessfull payment had
been received. Thus, our audit work indicates that Metro's internal control
system prevents students with balance due accounts from registering and,
therefore, from being included in the Final Student Enrollment report.

* Add/Drop Transactions-We conducted testing in this area because of the
recent introduction of anew computer system at Metro. Commission policies
dictate the point at which astudent adding or dropping a course can or cannot
beincluded in the final FTE enrollment figure. Our review of 30 student files
from Fisca Y ear 1999 indicated that the computer system correctly classified
all add/drop transactions in compliance with Commission policies.

e Tuition Waivers-Commission policies allow institutions to offer tuition
walversto permanent employees. However, policies prevent the credit hours
generated by these employees from being included in the Final Student
Enrollment report. Our review of tuition waiversfor Fiscal Y ear 1999 showed
that Metro accurately subtracted all FTE generated from employee tuition
waivers from the Final Student Enrollment report.
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* TypeB Instruction-At Metro, Type B Instruction consists of Independent
Study, Study Abroad, and Alternative Delivery Courses. Commission policies
requirethat institutions establish outcomes, course descriptions, and minimum
contact hours for these types of courses. Also, institution records must
document how the number of credits awarded was determined. Our review of
asample of coursesindicated that Metro is generally in compliance with both
itsown and Commission policies. However, we identified some problemsin
the area of aternative delivery courses, which we discuss later in the chapter.

Commission PaliciesLimit Funding of Off-Campus
FTE

The Colorado Commission on Higher Education permits each state-supported
ingtitution to deliver instruction beyond its main campus. Generaly, FTE generated
from courses offered outside of afour year institution's main campus are not eligible
for state funding. Extended campus programsfall into two categories. One category
enablesinstitutionsto provide both credit and noncredit coursesthrough cash-funding.
Commission policies prohibit FTE generated through cash-funded programs to be
submitted for state funding.

The second category of extended campus programs alowsinstitutionsto receive state
funding for student FTE associated with complete degree or certification programs
provided at off-campus locations. Eligibility for state funding is determined by the
Commission after the institution submits a detailed proposa including a list of all
courses that will be a part of the program. As part of its approval process, the
Commission also limits each approved off-campus program to a specific number of
state-funded FTE. Statewide, the Commission only authorizesstate funding for atotal
of 875 FTE generated through approved off-campus programs.

Accordingtothe Commission'spolicies, the purposeof approved of f-campusprograms
isto widen Colorado residents access to complete degree or certification programs.
"Complete program” is defined for each off-campus program through a combination
of theCommission'sPoliciesand Proceduresfor Off-Campus State-Funded Programs
and the program proposal submitted by the individua institutions. For example,
Commission policies only alow state funding for FTE generated through upper-
division (junior and senior level) classes that are a part of an approved off-campus
urban baccalaureate program. Commission representatives noted it imposed this
limitation for two reasons. First, the overal off-campus program only provides
funding for atotal of 875 FTE; providing state funding for all classes required for a
baccalaureate degree would greatly limit the number of approved off-campus
programs. Second, the community college system offers all lower-division courses
included in an approved off-campus urban baccal aureate degree. Theselower-division
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courses are state-funded at the community college level. Commission representatives
stated that the five community colleges with multiple sites serving the Denver
metropolitan area can be easily accessed by al students. Asaresult, the Commission
defines "complete degree” for an approved off-campus urban baccal aureate program
as only upper-division courses.

Metro submitted proposals and obtained Commission approval to offer four off-
campus state-funded programs during Fiscal Y ears 1999 and 2000. These approved
programs provide baccalaureate degrees in Accounting (15 FTE), Management (20
FTE), Behaviora Science (35 FTE), and Computer Information Systems and
Management Science (45 FTE). Under Commission policies, Metro's off-campus
programs are considered urban baccalaureate and therefore only FTE generated
through required upper-division courses may be submitted for state funding. Metro
acknowledged the upper-division limitation by detailing in its program proposals that
it would only seek state funding for required upper-division courses. According tothe
Metro program proposals, al lower-division courses required for the approved
programs would be either offered through Arapahoe Community College or cash-
funded through Metro. The Commission agreed to provide state funding for atotal
of 115 FTE generated through the four approved off-campus programs.

Our audit work found that Metro's off-campus programs were in full compliance with
Commission's policies for Fiscal Year 1999. Metro submitted 110.2 FTE from its
approved off-campus programs for state funding. As required, this was under the
maximum limit of 115 FTE. In addition, we noted that only FTE generated from
upper-division courses were included. Our calculations indicate that the 110.2 FTE
represented $361,236 in state general funds.

Metro Submitted Ineligible Courses for Funding

Prior to the Summer semester of 1999, Metro personnel reexamined the Commission's
policies for off-campus state-funded programs. Metro's review focused on the
Commission requirement that off-campus programs offer a "complete” degree.
According to one Commission policy, "degree programs delivered off-campus shall
have the same curriculum... as the on-campus program...." Metro representatives
interpreted this policy to mean that its off-campus state-funded programs should offer
al courses, including electives, necessary to earn a baccalaureate degree, not just
required upper-division courses. They aso believed that the "complete degree’
requirement would allow them to submit lower-division and elective courses for
state funding. According to Metro representatives, electronic mail broaching this
interpretation was forwarded to Commission staff. Metro included FTE generated
from lower-division and elective courses offered as part of the off-campus degree
program during the Summer and Fall semesters in the Fall 1999 Census report
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provided to the Commission. The Commission used these FTE estimates to develop
initial budget proposals for Fiscal Y ear 2001.

Metro recognized specific Commission policies and disregarded others when it
submitted FTE generated from lower-divison and elective courses delivered off-
campus for funding. This narrowed interpretation ignores Commission policies that
define "complete” for urban baccal aureate programs as only upper-division courses.
Therevised interpretation also disregards M etro's own proposal sfor the approved of f-
campus state-funded programs which detailed that it will only submit upper-division
required courses while allowing Arapahoe Community College to deliver the lower-
divison courses. In addition, Commission policy statesthat "under no circumstances
will the total amount of state funds allocated be.... above the approved level of FTE."
Under current policies Metro can only submit 115 FTE from its approved off-campus
programs for state funding. Our work indicates that Metro reported approximately
225 FTE for the first two semesters of Fiscal Year 2000. This exceedsthe 115 FTE
limit by approximately 110 FTE with one semester remaining inthe Fiscal Year. This
additional 110 FTE equates to $360,580 in state general funds.

Our audit work found that Metro was aware of the Commission policy limitson FTE
and regulations against submitting lower-division and elective courses. InFiscal Year
1999, Metro abided by all FTE and policy limitations for its off-campus state-funded
programs. Due to its new interpretation of Commission policies, Metro submitted
ineligible FTE generated from lower-division and elective courses as part of the Fall
1999 Census estimate required by the Commission. On the basis of our audit work
Metro representatives removed the FTE generated from ineligible courses when it
submitted updated enrollment information to the Commission in February 2000. The
Commission provides this enrollment information to the Joint Budget Committee to
ad in figure setting. Thus Metro removed the ingligible FTE from the fina report
although these FTE had been part of the original budget estimate. We support
Metropolitan State College of Denver's decision not to request state funding for
ineligible FTE generated from lower-division and elective courses. If Metro believes
that more of the off-campus programs’ courses should be eligible for state funding,
Metro should propose these changes to the Commission and seek approval before
submitting FTE requests beyond what is currently allowable.

Recommendation No. 1:

Metropolitan State College of Denver should submit FTE generated through off-
campus programs in compliance with Commission policies. If Metropolitan State
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College believes additional courses and student FTE should be €éligible for state
funding, it should either amend its off-campus program proposas or propose
amendments to the Commission's off-campus policies.

Metropolitan State College of Denver Response:
Agree. Metro State accepts the recommendation of the State Auditor.

Metro State continuesto have abasic policy disagreement with the CCHE on
the issue of off-campus coursesthat are eligible to be counted as state-funded
FTE. The college believes that the CCHE's interpretation of its policies
discriminate against Metro State and inhibit, if not prohibit, the college from
providing programmatic access to students in the metropolitan area.

In order to serve students who cannot commute to the Auraria campus for
classes because of family or work responsibilities, Metro State has established
outreach centers in Thornton and at the Denver Tech Center. The college
assumes significant costsin maintaining these sitesand in following the CCHE
policies that require Metro State to offer complete degree programs at
off-campus sites containing the same courses as the college offers to its
on-campus students. Since the college is required to offer these courses and
programs, it isour view that these courses should be counted as state-funded
FTE.

It was not theintent of Metro State to mislead the CCHE in any way or
to submit ineligible cour ses.

On June 10, 1999, Dr. William Fulkerson, President of the State Collegesin
Colorado, sent an e-mail to Mr. Tim Foster, Executive Director of the CCHE.
In the e-mail, Dr. Fulkerson informed Mr. Foster of our interpretation of
CCHE policy which required the college to offer full degree programs at
off-campus sites.

In order to avoid any misunderstanding, Dr. Fulkerson told Mr. Foster that
Metro State would begin to count these off campus FTE beginning in Summer,
1999. Dr. Fulkerson asked Mr. Foster to let him know if he had any problems
with this change. Mr. Foster did not reply to Dr. Fulkerson, and the college
began to count the off-campus FTE as directed.

Metro State will raise its concerns again with Mr. Foster and the CCHE.
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Funding Eligibility of Online Courses|s
Unclear

Thelargest areaof growth in the curriculum offerings of state-supported colleges and
univerdities is in the area of adternative delivery courses. The magjority of courses
offered through aternative delivery methods are those delivered online. State-
supported institutions are being encouraged to offer more coursesthrough alternative
ddlivery methods to provide greater flexibility and opportunities to students. In fact,
the quality indicator standards for Colorado's higher education system include a
requirement that institutions increase the number of entire courses or courses with
technology components by 10 percent every two years until 50 percent of offered
courses have atechnology component. According to Commission representatives, the
emphasis of this requirement is on the integration and use of all types of technology,
including online courses.

During the audit, we received conflicting information regarding the eigibility of
coursesdelivered through aternative delivery methods, specifically online courses, for
state funding. Commission representatives stated that its policies limit the type of
online courses eligible for state funding. However, we found that since the Fall
semester of 1996, Metro and other state-supported institutions have been submitting
and receiving state funding for the vast majority of their online courses,

Confusion ExistsRegardingtheCommission'sOnline
Funding Restrictions

Metro has been steadily increasing the number of online coursesit offers not only to
appedl to itsnontraditional student population but also to help students graduate more
quickly. Our work indicated that Metro submits all of the online coursesit offers for
state funding. We contacted Commission representatives to verify the digibility of
onlinecoursesfor statefunding. Commission representativesinformed usthat policies
only alow state funding for courses offered through alternative delivery methods
including online courses when (@) they are delivered on the sponsoring institution's
campus(e.g., to adormitory room); (b) when the courses are delivered to an approved
dternative delivery site; and (c) when the course is part of an approved off-campus
state-funded program. According to staff, the policies prohibit state funding of online
courses delivered to a student's worksite or home, which greatly limits the number of
online courses eligible for funding.

We believe that enforcement of the Commission's current aternative delivery course
policieswould have asubstantial financial impact on state-supported institutions. For
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example, Metro has received funding for al online courses. However, under these
policies, Metro would only be eligible to receive funding for upper-division online
courses that are part of an approved off-campus program. During Fiscal Y ear 1999,
Metro offered 53 online courses totaling 247.4 FTE and received $810,977 in state
genera funds. Our work indicates that only 39.8, or 16 percent, of these FTE are
upper-division online coursesthat are part of an approved off-campus program. If the
Commission abided by its current policies, these upper-division courses would be
allowable for state funding. However, the remaining 207.6 FTE would not be
allowable, nor would the corresponding $680,513 in general funds.

Metro would suffer an even greater financia impact during Fiscal Year 2000. At the
time of our audit the Spring 2000 semester was still in session and fina information
was not avallable. However, in the first two semesters of Fiscal Year 2000, Metro
offered atota of 67 online coursestotaling 232.6 FTE and representing $762,463 in
state general funds. Under the Commission's current policies only 39.2 FTE
representing $128,498 would be alowablefor funding. Asaresult, Metrowould lose
$633,965 in state funds corresponding to the remaining 193.4 FTE. We found that
enforcement of the Commission’s policies limiting those adternative delivery method
courses dligible for state funding would negatively impact al state-supported
institutions, not just Metropolitan State College. At our request, the Commission
contacted the other state-supported institutions regarding their submittal of online
courses. Commission representatives reported that the vast majority of online courses
offered by al state-supported institutions have received state funding during the last
three years.

Despite the Commission's policies that limit state funding for aternative delivery
method courses, wefound that, in practice, the Commission hasprovided statefunding
for the vast mgority of online courses. According to Commission staff, this
inconsistency has stemmed from the recent changeover of the Colorado Commission
on Higher Education personnel related to the gubernatorial shiftin 1998. Our review
of various Commission documents indicates that both the previous Commission and
its staff intended to revise the policiesto provide state funding for alternative delivery
method courses including those delivered to a student's worksite or home. However,
the policieswerenever formally revised. Commission practicessinceFisca Y ear 1997
also indicate the intention to fund all online courses. These include:

A Fiscd Year 1997 form the Commission provided to all state-supported
ingtitutionsallowed institutionsto receive FTE reimbursement for aternatively
delivered courses at a site not on the approved list (e.g., this provided funding
for courses delivered to a student's worksite or home).

* A December 1997 memo issued by the Commission's Deputy Executive
Director and Senior Academic Affairs Officer indicated that institutions do not
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have to provide the form to claim FTE for alternative delivery courses. The
memo noted that it is the intent of the policy that aternatively delivered
courses are claimable for FTE funding even if the course resulted in student's
using computers or workstations at their home or worksite.

*  Minutesfrom Colorado Commission onHigher Education meetingsstating that
aternative delivery courses should be state-funded.

* The Cost Recovery/Reimbursement section of the Distance Learning Study
presented to the General Assembly in January 2000, which states "it is the
policy of [the Commission] to allow distance learning classes to be classified
asresident FTE...." Commission staff indicated that distance learning classes
include online courses.

» Commission policy, appendix C: B-2(2), which statesthat "the report on state
funded instruction should not include data for any approved off-campus
program. State funded instruction that is to be reported is any off-campus
instruction administered by the extended studies department for which the
institution may report FTE for state financial reimbursement. Normally this
will be instruction that utilizes technology for delivery.”

Metro representatives informed us that since Fiscal Year 1997 it has observed these
policies and documents and has submitted all of its online courses for state funding.
According to these representatives, the Commission approved funding for al of the
online courses submitted. Aswe noted, Commission staff informed us that the other
state-supported institutions al so submitted the vast mgority of their online coursesfor
funding and were approved.

Despiteitscurrent policies, the Commission'srecent practice has been to fund the vast
majority of aternative delivery method courses, particularly online courses. We
believe that enforcement of current policies that limit funding for these courses will
have a substantial negative financial impact on al state-supported institutions.
Commission staff recognizes that funding is necessary to encourage the delivery of
these courses. The Quality Indicator System implemented by the Department of
Higher Education encourages the use of technology-related courses and methods to
help students graduate more quickly. With the growth in the number of courses
offered through aternative delivery methods, state funding will continueto beamajor
issue. Asaresult, webelievethat the Commission needsto establish definitive policies
on the complete or partia eligibility of alternative delivery method courses, including
online courses, for state funding. 1n addition, the Commission needs to clearly and
consistently communicate these policies to all state-supported institutions before the
next funding cycle.
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Recommendation No. 2:

The Colorado Commission on Higher Education should review and reviseits policies
to ensurethat current practicesfor state funding of alternative delivery coursesremain
in effect and ensure that these policies are clearly and consistently communicated to
al state-supported institutions.

Colorado Commission on Higher Education
Response:

Partially agree. It is the general belief of the Commission that courses
delivered through aternative methods, including those delivered “on-line’
through the Internet, under certain conditions, should be eligible for state
funding. However, the Commission believesthat decisions regarding funding
within higher education are not within the scope of the performance audit
of Full-time Equivalent Students at Metropolitan State College. The
Commission does not agree that any findings from the audit logically lead to
the conclusion that state funding of aternatively delivered courses should be
ensured. The Commission agrees that development of a policy in which the
funding of on-line and other types of alternatively delivered instruction is
clearly stated is needed and agrees to the development of that policy.

The Commission Should Identify the Cost
of Alternative Course Delivery

State-supported institutions, including Metro, submit eligible resident student FTE to
the Commission for state funding. According to Commission staff, the purpose of the
State's reimbursement of resident FTE is to cover a portion of the institution's costs
of educating resident students. Further, the Commission'sPoliciesand Proceduresfor
the Statewide Extended Campus state that tuition for credit courses "shall be set at
levelswhichensurethat at |east full instruction and administrative costs associated with
the courses are recovered.”

As we noted, the number of courses offered through aternative delivery methods
continues to increase. Costs to create and deliver these courses may differ from the
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costs associated with providing a course in atypical classroom setting. For example,
Commission staff indicated that the up-front costs of an online course are significant
while the long-term costs may be less than a course taught in a classroom. However,
the Commission currently provides the same level of reimbursement for all eligible
coursesregardless of the actual cost of providing the course. Neither the Commission
nor the individual institutions have identified the actual costs incurred by offering
coursesinaclassroom versusan aternative delivery method. Thereisapossibility that
the costs for different courses vary significantly. As aresult, we believe the State's
reimbursement level may need to be adjusted accordingly. Therefore, we believe the
Commission could benefit from acost study of all factorsand expensesassociated with
both lecture courses and courses offered through alternative delivery methods.

The Commission has begun to explore possibilities for attaining economies of scale.
For example, Commission representativesdiscussed theideaof consolidating all online
courses through a single Internet provider to obtain a reduced per class cost. If the
Commission develops this idea for achieving costs savings, it must also take the
respons bility for detailing this new policy and communicating it to the state colleges
and ingtitutions.

Asmentioned previoudly, quality indicator standards for higher education institutions
include growth in the use of technology and technology components. These indicator
standards encourage the use of technology and online courses. Metropolitan State
College has responded to these standards by increasing the number of online courses
it offers. However, Metro staff state that the start-up costs associated with online
courses are significant.

During our audit we noted that Metro and other state-supported institutions have
increased their use of courses offered through alternative delivery methods. These
courses offer greater flexibility to students and increase access to higher education.
Although Commission policiesfor extended campus courses require that tuition rates
are set at levelsto allow cost recovery, we determined that the Commission does not
track the costs associated with specific courses. We believe that the Commission
should work with institutions to devel op estimates of these costs and ensure that state
reimbursements parallel the cost of courses offered.

Recommendation No. 3:

The Colorado Commission on Higher Education should oversee a cost anaysis to
detail the costs associated with providing courses through each aternative delivery
method aswell astraditional lecture courses. Thisanaysisshould identify all indirect
and direct costsincurred by offering the course including start-up costs and costs over
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an extended period. On the basis of the results of this cost study, the Commission
should consider atering the reimbursement rate for al courses based on the actual
costs of offering the course.

Colorado Commission on Higher Education
Response:

Agree, athough costs and resource availability are a concern.

Additional Assurance Regarding
Residency |s Recommended

The difference between in-state tuition and out-of-state tuition at Colorado's state-
supported institutions and colleges is considerable. For example, for 15 credit hours
at Metropolitan State College of Denver for the Fall 1999 semester, resident students
paid in-state tuition totaling $936 while out-of-state tuition totaled $3,787.
Commission policies state that only credit hours generated by students who are
classfied as in-state for tuition purposes may be reported for Colorado resident
enrollment. Therefore, institutions only receive state funding for credit hours
generated by in-state resident students.

Section 23-7-101, C.R.S,, defines an in-state student as a student who has been
domiciled in Colorado for one year or more immediately preceding registration at any
institution of higher education. The statute also lists several items that may be
considered criteria for establishing in-state residency, such as graduation from a
Colorado high school or voter registration. Statutes provide the Commission an
opportunity to use"any other factor peculiar to the individual which tendsto establish
the necessary intent to make Colorado apermanent home." State statutesalso givethe
Commission the authority to establish policiesfor determining tuition residency status.
Additionally, Commission policies state that it is the responsibility of each institution
to make in-state residency determinations based on the information provided by the
individual.

As part of our audit we reviewed 25 student files to determine what evidence of
residency Metro requires from students applying for in-state classification. We found
that, a a minimum, each of the 25 files contained the college application form. The
application requests certain self-reported information, which may indicate residency;
however, admission steff stated that they do not independently verify the information
on a completed application. Our file review indicated that 16 files (64 percent)
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contained some documentation supporting the information detailed in the college
application form. However, the remaining 9 files (36 percent) did not include any
applicable evidence of in-state residency beyond the self-reported information on the
application.

Regardless of their digibility, Metro students have an incentive to request residency
status because out-of -state tuition isfour times as much asin-state tuition. Hence, the
36 percent of the sample that did not have to prove residency could have asignificant
impact on the amount of state funds provided to Metro. We aso determined that
institutions, including Metro, have no financial incentive to scrutinize evidence of
residency. Institutionsreceive state funds based on the credit hours earned by in-state
resident students. Therefore, students who are classified as in-state for tuition
purposes contribute to the amount of general funds received by the institution.
Commission staff reported that each year institutions receive base general funds
representing the prior year'sfunding plusadditional fundsto cover inflation and growth
of in-state enrollment. Out-of-state students provide cash funds to the institutions;
however, these students do not contribute to the institution's base funding.

A student'sclassification asanin-stateresident financially impacts both the student and
the ingtitution. In addition, statutes clearly identify that institutions may only receive
state support for in-state students. Therefore, Metro should implement methods to
abide by these criteriaand independently verify the self-reported residency information
provided on its application.

Recommendation No. 4.
The Metropolitan State College of Denver should:
a. Develop written guidelines to determine eligibility for in-state residents.

b. Require adequate evidenceto ensurethe digibility of students classified asin-
state residents.

c. Conduct arepresentative sample of incoming freshmen to determine eligibility
of in-state tuition recipients.

Metropolitan State College of Denver Response:

Agree. The College will review itsexisting policiesfor ensuring the eligibility
of students classified as in-state residents and develop additional written
guidelines for these policies where necessary. It will aso conduct a
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representative sample of incoming freshmen to determine digibility of in-state
tuition recipients.
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