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2017-19 Funding Request Process 
 
BACKGROUND 
 
The State of Oregon is about to begin development of the 2017-19 biennial state budget. As 
Oregon State University (OSU) prepares to seek funding through that process, highlights from 
the 2015-17 process are provided here for context. University participation in the biennial 
funding request consists of two distinct, but parallel tracks – a request for authorization of state 
bonds to support capital needs and a request for operational funding.  
 
The seven public universities, the Higher Education Coordinating Commission (HECC) and the 
Oregon Legislature worked together in the 2015 legislative session to forge new paths in light of 
the significant governance changes in higher education. The public university presidents 
initiated the first new path in the capital request process. They agreed to develop a unified 
capital request and asked their respective vice presidents for finance and administration to 
negotiate the details of that request. President Ray further advanced collaborative efforts when 
he presented the capital requests on behalf of all seven universities at a legislative hearing of 
the Ways and Means Joint Subcommittee on Capital Construction.  
 
The universities submitted operational funding requests to the HECC as required by statute. 
Following their formal individual submissions to the HECC, the seven public universities 
engaged in joint advocacy for a “consolidated request” of $755 million in funding for Education 
and General (E&G) operations. 
 
These coordinated efforts yielded important results: 
 

• Legislators appreciated that, in the wake of the significant governance changes, the 
public universities were working together and not in competition;  

• The legislature increased final operating appropriations for the public universities by 28% 
over the 2013-15 biennium – a significant reversal in the 10-year trend of declining state 
support; and 

• Legislative authorization of the shared funding for capital renewal, code compliance, and 
safety more than doubled prior amounts, going from $30 million authorized for 2013-15 
to $65 million authorized for 2015-17. 

 
In light of this earlier success, the presidents for the seven public universities have agreed to 
again work together collaboratively in both operational and capital funding requests for 2017-19. 
The operational funding request process will be similar to that used for funding advocacy in 
2015 session, but now applied to formal submissions to the HECC. The HECC has indicated it 
intends to seek “a unified budget request from the seven public universities, with addenda from 
each institution illustrating the impact and intended use of additional funding.” The capital 
request process will again engage the presidents and vice-presidents for finance and 
administration in organizing capital projects, approved by their respective university boards, into 
a coordinated request. The HECC university operating and capital budget process also calls for 
detailed capital information on a per-university basis.  
 
While participating in a consolidated approach to funding requests, OSU’s ultimate focus will be 
on how various funding levels would uniquely affect the success of its students and how state 
resources are best deployed in achieving Strategic Plan 3.0. OSU is committed to shared 
governance and student engagement in setting tuition and fees, which are among the most 
important parts of our annual operating budget. This process is guided by the Board’s resolution 
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on establishing tuition and fees. As in previous years, representatives of the Associated 
Students of Oregon State University (ASOSU) and the Associated Students of Cascades 
Campus (ASCC) are appointed to the subcommittees of the University Budget Committee that 
prepares recommendations on tuition and fees for University leadership and, ultimately, the 
Board. Student committees are responsible for the recommendations for student incidental fees. 
University leadership works with student government to solicit input on the recommendations 
prior to forwarding recommendations to the Board. Additionally, the University hosts open 
forums with students-at-large to share information about any proposed changes in tuition and 
fees. The schedule for these forums will be announced in January 2016. OSU’s goal is to keep 
annual tuition increases below 5% during the 2017-19 biennium. This goal will be difficult to 
achieve if state funding does not keep pace with mandated cost increases. 
 
The following discussion describes how the two request processes – operating and capital – are 
likely to unfold, including potential challenges. Due to the number of separate entities involved in 
such a coordinated effort as well as recent staff turnover at the HECC, many of the dates and 
the specific sequence of events should be considered fluid and may necessitate special Board 
meetings to meet external requirements.   
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FRAMEWORK FOR A CONSOLIDATED OPERATING REQUEST 
 
The seven public universities, through the Vice Presidents for Finance and Administration 
(VPFA) Council and the Legislative Advisory Council (LAC), are actively engaged in developing 
a consolidated funding request for consideration and approval by the university presidents and 
their respective boards. The centerpiece would be an increased funding level that would benefit 
all of the public universities. Individual levels of participation would be driven primarily by the 
HECC’s allocation formula – the Student Success and Completion Model (SSCM). 
 
The framework would focus on primary operational appropriations: 

1. Public University Support Fund 

2. Statewide Programs, including: 
o Engineering and Technology Industry Council (ETIC),  
o Fermentation program 
o Signature research centers 
o Marine Research Vessel 
o Institute for Natural Resources 
o Climate Research Institute 
o Advanced Wood Products 

3. Statewide Public Services, including: 
o Agricultural Experiment Station 
o Extension Service 
o Forest Research Laboratory 

 
OSU’s FY 2015-16 participation in these funding sources is illustrated by this chart: 
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Additional appropriation areas likely to be addressed in the request narrative would include 
Sports Lottery which provides scholarships for student athletes and graduate students and Debt 
Service. 
 
CURRENT SERVICE LEVEL 
 
A major element in a consolidated request is likely to include a more realistic calculation of 
universities’ Current Service Level (CSL). In the State’s budget development process, the 
Department of Administration Services (DAS) defines CSL as “the calculated cost of continuing 
only current legislatively-approved programs into future biennia.” The calculation process 
typically starts with the current biennium Legislatively Approved Budget (LAB). Phase-in funding 
brings partially funded programs up to full biennium levels. Funding for one-time programs is 
phased-out. Cost increases, including for inflation, are added and vary depending upon state 
agency status.  
 
Prior to the passage of Senate Bill 242 in 2011, the universities, through the Oregon University 
System (OUS), were considered as “state agencies.” As a result, in calculating the CSL for 
OUS, DAS automatically increased OUS funding to address certain cost increases, including 
those for the Public Employee Retirement System (PERS), the Public Employee Benefit Board 
(PEBB), bargaining agreements, step increases, new building operating and maintenance, etc. 
Upon the passage of Senate Bill 242, DAS treated university appropriations as a supplies and 
services payment to a vendor. Under this approach, universities were only eligible for a general 
inflation factor in the DAS budget-building process, 3.3% for the 2015-17 biennium.  
 
In a recent meeting with the Co-Chairs of the Joint Ways & Means Committee, the university 
presidents raised concerns that the current DAS approach for calculating the university CSL 
was inequitable and inadequate. After the Ways & Means Co-chairs expressed support for a 
more realistic calculation, the presidents asked the vice presidents for finance and 
administration (VPFAs) to develop a preliminary calculation. A VPFA Council work group 
developed an initial estimate for 2017-19 of a 7.8% CSL increase needed on a biennial basis, in 
contrast to the general inflation factor of 3.3% used for 2015-17. The state portion of the “fund 
split” – the portion of general operations covered by state appropriations in comparison to other 
E&G revenues, primarily tuition – continues to decline. Under state law, universities are required 
to participate in both PERS and PEBB, so the DAS approach to CSL essentially shifts the 
burden of paying for employee benefit increases entirely to students in the form of tuition 
increases. 
 
It’s important to note that this preliminary calculation only looked at certain categories of costs – 
retirement, healthcare, salary increases on existing positions, and general inflation on supplies 
and services. It did not address other costs likely to be incurred – targeted initiatives in student 
services, IT infrastructure, deferred maintenance, etc. This distinction becomes important when 
questions arise about potential impact on tuition increases. Even a true, full CSL increment from 
the state would not cover all costs or initiatives.  
 
SPECIFIC COST DRIVERS 
 
When the Oregon Supreme Court overturned a significant portion of the 2013 legislative PERS 
reforms, work on estimating the financial impact immediately followed. PERS recently released 
initial estimates of the impact on 2017-19 premiums. The VPFA work group translated those 
estimates into overall retirement increases of around 24%. While the increases vary across 
universities, dependent upon employee retirement plan mix, OSU’s estimate falls in the 22-24% 
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range at this time. Official premium rates for 2017-19 will be announced by PERS in the fall of 
2016. 
 
While considering regular healthcare cost increases, the PEBB has also been planning a 
restructuring of plan tiers to mitigate impacts of the anticipated “Cadillac tax.” The Affordable 
Care Act (ACA) included a 40% excise tax on employer health premiums exceeding a certain 
threshold that was to go into effect in 2018. Using a phased-in approach, PEBB planned a 
change in tier premiums to avoid triggering the tax. This would involve a decrease in the cost of 
employee-only premiums and an increase in the cost of employee plus family premiums. 
Reserves were to be used to subsidize tier increases. While avoiding the tax, the change in 
premiums would affect universities according to each university’s mix of employee health plans. 
Recent federal legislation has now postponed implementation of the Cadillac tax for two years 
beyond 2018. 
 
In 2015, increases in minimum wage were considered by the legislature. While no action was 
taken, one proposal on the table (a graduated increase to $15.00 per hour by 2018) was 
estimated to increase costs for 2017-19 to $59.9M for all seven universities combined and $22M 
for OSU. As other potential proposals for 2016 have been floated, another option – minimum 
wage going to $13.50 per hour by 2017 – was costed with a 2017-19 impact of $42.6M for all 
universities and $16M for OSU. The Governor recently announced her plan for a minimum wage 
increase that will be discussed during the 2016 legislative session. This plan calls for two tiers 
based on region and would be phased in over six years. According to the press release, 
“Outside of the Portland Urban Growth Boundary, the wage will be raised to $10.25 in 2017 and 
increase to $13.50 by 2022. Within Portland’s Urban Growth Boundary, the wage will be set at 
15 percent above the statewide minimum wage, increasing to $15.52 by 2022.” As this and other 
specific proposals are finalized, either legislatively or via ballet measure, further analysis will be 
done considering the significance of these costs and potential impact to students.  
 
TIMELINE FOR THE CONSOLIDATED FUNDING REQUEST 
 
The HECC has approved an initial schedule for developing the 2017-19 request. Specific 
instructions to universities are expected in the January - February window in the form of an 
“invitation for operating and capital requests,” including the following: 
 

• Providing guiding themes that support and build on the HECC strategic plan (currently 
being finalized). 

• Instructions on a unified operating response from all universities, providing a set of 
questions or prompts and information requests, and allowing institutions to provide 
individualized additional commentary regarding the impact and intended use of 
investments (due April 1, 2016). This request is likely to include scenario modeling under 
several funding levels. 

• Providing information on HECC’s capital priorities and scoring rubric and requesting 
individual institutional responses regarding capital building requests (due May 1, 2016).  
 

In March, under guidance from the Governor, DAS will release instructions that will specify how 
state agencies, including HECC, must submit budget requests. If it follows past practice DAS 
will likely cap the funding levels that HECC and other agencies may request. Regardless of this 
formal constraint (20% over the prior Legislatively Approved Budget for the 2015-17 budget) on 
HECC’s Agency Budget Request (ARB), the universities, and to a lesser extent the HECC, can 
continue to advocate for a higher increase. 
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2015-17 State Funding Budget Phases

Public University Support Fund

Statewide Programs

Statewide Public Services

Sports Lottery

Total Debt Service (GF + LF)

2007-09 2013-15
General Fund

Public University Support Fund 646,608,631$  522,045,512$  742,000,000$      513,609,162$  594,000,000$  665,000,000$  
Statewide Programs 45,740,165      40,561,478      13,000,000           35,047,790      35,047,790      38,547,863      

Subtotal Education & General (E&G) 692,348,796$  562,606,990$  755,000,000$      548,656,952$  629,047,790$  703,547,863$  
Statewide Public Services 110,208,278    101,155,580    125,000,000         104,493,713    104,493,713    118,493,713    

Subtotal Operations 802,557,074    663,762,570    880,000,000         653,150,665    733,541,503    822,041,576    
Debt Service 39,379,773      89,165,306      129,875,689         129,875,689    129,875,689    119,704,939    

Total General Fund 841,936,847$  752,927,876$  1,009,875,689$   783,026,354$  863,417,192$  941,746,515$  

Lottery Funds
Sports Lottery 12,683,423$    8,000,000$      11,397,647$         11,397,647$    11,397,647$    8,240,000$      
Debt Service 13,298,809      25,571,489      32,157,371           32,157,371      32,157,371      31,887,710      

Total Lottery Funds 25,982,232      33,571,489      43,555,018           43,555,018      43,555,018      40,127,710      

Total State Funding (GF + LF) 867,919,079$  786,499,365$  1,053,430,707$   826,581,372$  924,232,371$  906,972,210$  981,874,225$  

1  DAS CSL excluded $25M in tuition buy down that was later restored in LAB
2  HECC request limit was calculated on 2013-15 LAB through March 2014 - $770M; excluded May 2014 E-Bd Appropriations

Total Debt Service (GF + LF) 52,678,582$   114,736,795$ 162,033,060$      162,033,060$ 162,033,060$ 151,592,649$ 

Prior Reference Points
State Funding

HECC Request 
Limit - 120% of 

2013-152

2015 - 17 Phases

Consolidated 
Request

DAS
CSL1

HECC
Agency 
Request

Legislatively 
Adopted 
Budget

It may be helpful to review the prior biennium’s state budget phases:  
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Similar phases are anticipated for this funding cycle. The seven universities have begun work 
on the consolidated request. As previously noted, the VPFA Council has initiated development 
of a more accurate CSL calculation. The Provosts Council is gathering information on specific 
initiatives around four continuing themes: affordability, access, student success (completion and 
career development), and quality. 
 
During the development of the 2015-17 request, the HECC asked universities to model 
scenarios of increased funding of 5%, 10%, and 25%. Based on the most recent revenue 
forecast (9% increase for 2017-19 General Fund) and the significant level of PERS increases 
the State must address, it is reasonable to expect HECC will ask for lower modeling scenarios 
for the 2017-19 request. While the public universities develop the high level consolidated 
request, each will individually articulate impacts on its own institution – of the consolidated 
request amount as well as of any funding level scenarios requested by HECC.  
 
During the March Board meetings, staff will bring specific funding request documents for the 
Board to consider for approval and submittal to HECC. In September, the HECC will submit an 
ARB to the Governor on behalf of all the higher education sectors. The Governor will issue her 
recommended budget in January 2017. Advocacy for specific funding levels of the consolidated 
2017-19 request will be subject to changes in state revenue forecasts, changes in tax policy, 
legislative refinements to the CSL calculation, and emerging initiatives. 
 
OSU’S 2017-19 INTEGRATIVE CAPITAL PLAN 
 
The University’s internal process to develop an integrative capital plan is well underway. The 
2017-2019 Capital Plan will identify investments in key infrastructure projects that help enable 
the University’s success in achieving the three goals of SP3.0: 

• Provide a transformative educational experience for all learners; 
• Demonstrate leadership in research, scholarship and creativity while enhancing 

preeminence in the three signature areas of distinction: Advancing the Science of 
Sustainable Earth Ecosystems, Improving Human Health and Wellness and Promoting 
Economic Growth and Social Progress and; 

• Strengthen impact and reach throughout Oregon and beyond. 
 

These investment recommendations will fall into the following categories: 
• Minor Capital (<$5M) 

o Building and Infrastructure Renewal 
o Program Renewal 

• Major Capital (>$5M) 
o Instruction 
o Research 
o OSU-Cascades 
o OSU Statewide Public Services 

• Acquisitions 
• Athletics 
• Housing and Dining 
• Major Infrastructure 

 
OSU’s internal process to develop the Capital Plan includes collection of ideas, vetting with the 
Provost’s Council Infrastructure Work Group (IWG), recommendations to the Provost and 
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approval by the President. In addition to enabling success in achieving the goals of SP3.0, the 
IWG will also consider additional factors including strategic investment opportunity, financial 
viability of the project, fire and life safety, accessibility, historic significance, campus 
sustainability and stewardship of natural resources/energy conservation and development of 
multi-use or multi-unit facilities.  
 
The process, including internal vetting, OSU Board of Trustees review and approval and actions 
by the HECC, will generally follow the steps and timeline below (subject to adjustments as 
needed): 
 

• Develop the new OSU Capital Plan Annual Update and Review Process: Completed 
• Develop needs and opportunity concepts/examples of projects in consideration: Ongoing 

until February 5, 2016 
• HECC guidance and rubric published: generally expected in January – February 
• Project vetting through the Provost’s Council Infrastructure Work Group and full 

Provost’s Council: January – February, 2016 
• Recommend capital projects to Provost and President for approval: March 2, 2016 
• Provide Presidential-approved Capital Plan to OSU Board of Trustees (Board Docket): 

March 9, 2016  
• Incorporate OSU plan into the development of public universities’ 2017-19 Consolidated 

Capital Request, to be recommended by the VPFA Council to the Presidents Council: 
Tentatively mid-March 

• Review and approval of 2017-2019 capital plan by the OSU Board of Trustees: March 
31, 2016 

• Submit OSU capital request to HECC: April/May 2016 
 

Based on preliminary expectations, HECC will receive both detailed capital requests from all 
universities as well as a consolidated recommendation from the seven presidents. The process 
used to reach a consolidated 2015-17 capital request involved the vice presidents for finance 
and administration organizing the capital projects (approved by universities’ respective boards 
of trustees) into three tiers, with Tier 1 having the highest priority, and submitted to the HECC. 
The final legislative authorization for 2015-17 aligned with the original Tier 1 project requests of 
most universities. Oregon State University received authorization for two very important projects 
– the Forest Science Complex and the Marine Studies Campus.  
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Proj 

 $
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 # of
Proj 

 $
(in millions) 

 # of
Proj 

 $
(in millions) 

 # of
Proj 

 $
(in millions) 

 # of
Proj 

Capital Repair & Renewal2 60.0$               1       65.0$               1       54.0$               1       71.9$               1       65.8$               1       
Specific Projects 511.2$            32    286.3$            14    196.1$            11    203.6$            11    179.0$            10    

Total 571.2$            33    351.3$            15    250.1$            12    275.5$            12    244.8$            11    

1  Tier 1 Only (including CR&R) 346.3$            15    
2  Pooled funding for seven universities counted as a single project $ 22-24 Est CR&R Share

$ 25.1 Marine Studies
$ 30.1 Forest Science

OSU Participation (in millions):

2015-17
Capital Funding

for Public Universities

Universities' 
Initial Request

to HECC
(organized in Tiers1)

 HECC's Agency 
Request Budget

(ARB) 

 HECC Revision
with  $250M Cap 

 Governor's 
Recommended
Budget (GRB) 

 Legislatively
Adopted Budget

(LAB) 

Phases of the development of the 2015-17 Capital Funding are noted here: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

History of State Funding for Public University Capital Projects: 

 

Looking forward to the 2017-19 Capital Request: 
• There will be increased demand on the State’s bonding authority. Community colleges 

did not submit capital requests in 2015-17, but are expected to do so in 2017-19.  
• OSU has a unique challenge in that HECC uses the same funding request process for 

both the Corvallis and Cascades campuses. Creating a campus from the ground up 
requires a very different level of investment than expanding and enhancing an existing 
campus, yet the process does not distinguish these institutional life-cycle differences 
across the state institutions. OSU is one of seven public university participants. Any 
specific project, whether for the Corvallis or Cascades campus, is counted as part of the 
OSU submission – both in number of projects being submitted and dollars of funding 
requested. 

• OSU has consistently benefitted from its ability to garner matching funds that 
significantly leverage state dollars. 

2015-17: 11 projects $244.7 $55.3 2
 2013-15: 18 projects $242.4 $68.4 4
2011-13: 7 projects $112.5 $26.1 2
2009-11: 22 projects $285.4 $45.5 5
2007-09: 15 projects $238.0 $48.6 3

2  OSU projects excludes capital repair and renewal

State Capital Funding for 
Public Universities1 OSU Projects3

1  Dollars include funding authorized in special/interim sessions, E-
Board actions, and stimulus funding (2009); pool for capital repair and 
renewal counted a one project

Dollars
(in millions)


	2017-19 Funding Request Process
	CURRENT SERVICE LEVEL
	SPECIFIC COST DRIVERS

	TIMELINE FOR THE CONSOLIDATED FUNDING REQUEST

