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6980CALIFORNIA STUDENT AID COMMISSION

Since its creation by the Legislature in 1955, @adifornia Student Aid Commission (CSAC) has
continued to operate as the principal state agesgponsible for administering financial aid progsam
for students attending public and private universijtcolleges, and vocational schools in Califarnia
The mission of CSAC is to make education beyondh hsghool financially accessible to all
Californians by administering state-authorized icial aid programs.

CSAC is composed of 15 members: 11 members ararapgdy the Governor and confirmed by the
Senate, two members are appointed by the Sena¢s Roimmittee and two members are appointed by
the Speaker of the Assembly. Members serve four{gans except the two student members, who
are appointed by the Governor, and serve two-grars.

Issue 1: Financial Aid Overview and Budget

Panel:
e Bijan Mehryar, Department of Finance
e Lupita Alcald, Executive Director, California StudeAid Commission
e Jason Constantouros, Legislative Analyst’s Office

Background.

In 1955 the Legislature established a merit-basmmpetitive State Scholarship program for
financially needy students attending public or arévinstitutions. In the late 1970s, the Legiskatur
consolidated the State Scholarship program andr @tideprograms into the Cal Grant program. In
2000, the Legislature restructured the Cal Graongmam into an entitlement program for students
meeting certain criteria, as well as a relativehal competitive program for students not meetimg t
entitlement criteria, which are described below.

Cal Grant Eligibility Criteria. To qualify for the entitlement and competitive prags, students
must meet certain income and asset criteria. Imtiaddo financial criteria, the programs have aart
age requirements. To qualify for the entitlemenbgoam, students must be recent high school
graduates or transfer students under age 28. Tin@etdive program generally is designed for older
students. Both programs require a minimum gradetgoierage (ranging from 2.0 to 3.0), except for
the competitive Cal Grant C award.

2017-18 Cal Grant Eligibility Criteria

Financial Eligibility Criteria ®

Cal GrantAand C
e Family income ceiling: $88,900 to $114,300, depergdin family size.
e Asset ceiling: $76,500.

Cal Grant B
e Family income ceiling: $41,500 to $62,800, depegdin family size.
e Asset ceiling: same as A and C.

Other Major Eligibility Criteria
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High School Entitlement (Cal Grant A and B)
e Graduated from high school within the last year.
e Minimum high school grade point average (GPA) 6ffér A award
and 2.0 for B award.
Transfer Entitlement (Cal Grant A and B)
e CCC student under age 28 transferring to a four-gelege.
e Minimum college GPA of 2.4.
Competitive (Cal Grant A and B)
e Not eligible for entitlement award because of tiaggsed since high
school graduation.
e Minimum GPA same as high school entitlement A and B
Competitive (Cal Grant C)
e Must be enrolled in a career technical educatiag@m at least four
months long.
e No minimum GPA requirement.
®Reflects criteria for dependent students. Diffexiteria apply to
independent students (generally those over age 24).
GPA = grade point average.

Award Amounts. The Cal Grant program offers three types of awaftie Cal Grant A covers full
systemwide tuition and fees at the public univeasiind up to a fixed dollar amount toward tuition
costs at private colleges. The Cal Grant B covat®h in all but the first year of college and pides
additional aid to help pay for non-tuition expendasluding books, supplies, and transportatiore Th
Cal Grant C covers up to a fixed amount for tuitenmd provides aid for non-tuition expenses for
eligible students enrolled in CTE programs. A stidgenerally may receive a Cal Grant A or B award
for up to the equivalent of four years of full-tirseudy, whereas a Cal Grant C award is available fo
up to two years.

2017-18 Cal Grant Award Amounts

Cal Grant A

Tuition awards for up to four years.

Full systemwide tuition and fees ($12,630) at Ursitg of California (UC).
Full systemwide tuition and fees ($5,742) at Cafifa State University (CSU).
Fixed amount ($9,084) at nonprofit and Western Asgimn of Schools and
Colleges-accredited for-profit colleges.

e Fixed amount ($4,000) for other for-profit colleges

Cal Grant B
e Tuition coverage comparable to A award for all tinst year.
e Up to $1,672 toward non-tuition expenses for ufoto years.

Cal Grant C
e Up to $2,462 for tuition and fees for up to two rgea
e Upto $1,094 at CCC and $547 at private collegesdn-tuition expenses for
up to two years.
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In addition to Cal Grants, CSAC administers variotiger financial aid programs, including:

e The California Dream Act. The Dream Act was implemented in 2013-14, and alow
undocumented and nonresident documented studemtsnekt AB 540 (Firebaugh), Chapter
814, Statutes of 2001, requirements to apply fal esceive private scholarships funded
through public universities, state-administeredaficial aid, university grants, community
college fee waivers, and Cal Grants. The Dreamajpgtication is similar to the process of
filing a Free Application for Federal Student AIBAFSA) and GPA verification. Applicants
who meet the Cal Grant eligibility requirements aféered a Cal Grant award. Below are
charts from CSAC displaying Dream Act applicatioasd award offers and payments by
segments.

New Dream Act Applications by Academic Year
Data as of February 1, 2018

2015-16 | 2016-17 | 2017-18 | 2018-19
Counts Counts Counts* | Counts*
©On Time (met March 2 deadline) 30,775 34,207 36,129 20,111
After March 2 12,909 14,077 12,977 0
Total Applications 43,684 48,284 49,106 20,111

*Not the final counts for 2017-18 and 2018-19

Dream Act Award Offers and Payment by Segment
Data as of February 1, 2018

Segment 2016-17 2017-18* 2018-19*

Offered Paid st.aid Offered Paid |Paid| Offered Paid |Paid
AwardeesRecipientsRateAwardeesRecipientsRate Awardees Recipients Rate

Community College 4,745 2,667 [56% 4,847 1,915 [40% 1,545 0 0%
uc 1,290 1,181 [92% 1,284 1,023  |80% 80 0 0%
csu 2,871 2,221 [77% 3,039 1,936 |64% 1,962 o 0%
Priv. 2-¥Yr Non-Profit - | 0% 0% 0 0 0%
Priv. 4-Yr/ Priv. Grad 224 156 [70% 235 133 57% 319 ] 0%
Vocational/ Hospital Ed. 51 23 |145% 45 16 35% 26 0 0%
Total 9,181 6,248 6B%| 9,450 5,023 [53%| 4,657 0 0%

~*Not the final counts for 2017-18 and 2018-19

e Middle Class Scholarships.This program started in 2014-15 and is only avéelab students
attending public universitietinder the program, students with household incoamesassets
each under $171,000 may qualify for an award tlmatecs a portion of their tuition and
systemwide fees (when combined with all other mubhancial aid). CSAC provides these
scholarships to eligible students who fill out @deal financial aid application, though the
program is not need-based. Unlike Cal Grants, thgram is not considered an entitlement and
the program funding level is capped in state laivfuhding is insufficient to cover the
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maximum award amounts specified in law, awardspaperated downward. Current state law
appropriates $96 million for 2017-18, increasing®bl7 million in 2018-19, with funding
capped at $117 million thereafter.

Governor’s Budget Proposals

The Governor proposes an $80 million (3.6 perciectease for CSAC over the revised 2017-18 level.
The largest increase is for Cal Grants ($71 mi)jliofrhe two main fund sources for CSAC are state
General Fund and federal Temporary Assistance feedf Families (TANF) funds. Under the
Governor’s proposal, General Fund spending inceehge$b28 million (2.4 percent) and TANF funds
increase by $52 million (five percent). This amodagés not account for the proposed tuition increase
at UC or CSU.

CSAC Estimates Cal Grant Caseload Based Largely oRrevious Trends.Each fall and spring,
CSAC estimates Cal Grant participation for the entryear and budget year. For the current year,
CSAC looks at how many awards have been offerathte and then assumes a certain percentage of
these awards are paid based on recent paid raieshé budget year, CSAC takes the current-year
estimate and projects it forward using various aggions, such as the expected share of new awards
converting into renewal awards and the attritiorexisting renewal awards. For current- and budget-
year estimates, CSAC also includes the effectspfpmlicy or administrative changes. For instance,
CSAC includes the effects of any adopted or progdaédion increases at the public universities as
well as any administrative efforts to increasertbmber of awards that are paid.

Middle Class Scholarship.The Governor revises estimated Middle Class Scsluila costs upward in
2017-18 by $3.9 million (four percent). Comparedhe revised 2017-18 level, the Governor projects
a $2.2 million increase in 2018-19 to reflect antinested two percent increase in program
participation. In total, an estimated 53,250 stuslemill receive grants in 2018-19 (9,600 at UC and
43,650 at CSU). The Governor’'s proposed trailer mibdifies state law to match the Governor’s
budget estimates in 2017-18 and 2018-19, but thet&117 million is left in place for future years

California Student Aid Commission Budget
(Dallarsin Millions)

2016-17 | 2017-18 2018-19 | -change From 2017-18
Revised Revised Proposed Amount Percent
Expenditures and Local Assistance
Cal Grants $1,948 $2,09 $2,162 71 3.4%
Middle Class Scholarships 74 100 102 2.2 .2
Assumption Program of 10 7 7 -0.5 -6.8
Loans for Education
Chafee Foster Youth 13 14 15 ] 2.0
Program
Student Opportunity and 8 8 8 = 2.3
Access Program
National Guard Education D 2 2 -+ +
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Assistance Awards
Other Progrants 1 1 1 =2 -26.0
Subtotals ($2,056) ($2,223 ($2,297) ($78) (3.3%)
State Operations $16 $16 22 b7 44%
Totals $2,072 $2,239 $2,319 $80 3.6%
Funding
State General Fund $1,126 $1,172 $1,201 $28 2.4%
Federal TANF 926 1,043 1,095 52 5.0
Other federal funds and 17 18 18 -2 0.2
reimbursements
College Access Tax Credit 4 6 6 = 1.5
Fund
®Less than $500,000.
®Includes Cash for College, Child Development Teg@wpervisor Grants, Graduate Assumption
Program of Loans for Education, John R. Justicgfara, Law Enforcement Personnel Dependents
Scholarships, and State Nursing Assumption Progranoans for Education for Nursing Faculty.
‘Reflects correction to remove double-counting ofi€@ Access Tax Credit funding.
TANF = Temporary Assistance for Needy Families.

Governor’s Budget Assumes Lower Spending in 2016-1ahd 2017-18, Higher Spending in 2018-
19. The budget revises 2016-17 Cal Grant spending doyw#33 million (1.7 percent) and 2017-18
spending down by $15 million (0.7 percent) to refflepdated cost estimates. Compared to the revised
2017-18 level, the budget provides a $71 millio @ercent) increase for 2018-19. The increase
primarily is due to a projected 4.2 percent incesiasparticipation. (Growth in participation tertdsbe
higher than growth in overall costs because comtyuwaullege students receive a large share of the
grants and their grant costs are relatively lonwhg Administration’s estimate for 2018-19 does not
assume any changes in tuition and fees, except f$64 increase (4.8 percent) in UC’s Student
Services Fee. Since the release of the Governadgédi, CSAC has provided an updated Cal Grant
estimate indicating costs in 2018-19 could be $38Bam higher than the Governor's estimate.
Additionally, the Administration’s budget proposhies not account for the pending tuition incredse a
UC or CSU, which would increase Cal Grant costs$p§.2 million and $22.8 million, respectively.
The Administration likely will update its estimatés match the latest CSAC estimates in the May
Revision.

Staff Comments

The 2017-18 budget required CSAC to report by &atyr 1, 2018, on options to consolidate existing
programs that serve similar student populationsrider to lower students’ total cost of college
attendance, including: tuition and fees, books sungblies, transportation, and room and board. The
intent is to identify: (1) similarities between te&ate’s nine grant and scholarship programs aed th
four loan assumption programs, including similastin student and family eligibility requirements;
(2) options for how programs could be streamlinedamsolidated; and (3) any technology or systems
barriers, or other challenges to streamlining arsodidating programs. CSAC may convene a group of
stakeholders, including high school and collegeleis, to provide input in the development of the
recommendations
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CSAC contracted with the Century Foundation, ankkased a reporExpanding Opportunity,
Reducing Debt: Reforming California Sudent Aid, on April 3, 2018. The report recommended
substantial overhaul to the existing system, inclgdcombine major CSAC programs into one Cal
Grant entitlement that would be available withadard to students’ age, time out of high schogh hi
school GPA, revise the expected family contributi@amd create a standardize methodology to
determine the cost of attendance that takes igiomal cost of living.

CSAC recognizes that this would be a significandartaking of CSAC, the Legislature and other
relevant stakeholders. As a result, during the l&g5ticommission hearing, the commission took action
to develop an incremental approach to consideptbposal in three stages. For the first stage, unde
the 2018-19 budget, CSAC is requesting to (1) exeethe Cal Grant B Access Award over three
years to a maximum access award of $6,000, witbt&ast increase of approximately $1 billion, (2)
provide greater outreach and early information t®ating a dedicated outreach unit with three te fiv
positions, and (3) provide innovation grants to pases that have innovating new ideas for enhancing
college affordability. At CSAC’s June 21 and Jui@e 2018 meeting, Commissioners will consider the
proposal to consolidate existing state grant progranto a unified Cal Grant and will be presented t
the Legislature and Administration in 2019-20. CSAd@es that major changes to the states system of
allocating, funding and delivering student finahevdl require extensive engagement and input.

The subcommittee may wish to ask:

1. CSAC: What is the timeline for considering changethe financial aid system?
2. What is the Administration’s perspective on theoramendations outlined in the report?

Staff Recommendation Hold Open.
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Issue 2: Cal Grants for Students at Private Nonprdf and Private For-Profit Institutions

Panel

Bijan Mehryar, Department of Finance

Jason Constantouros, Legislative Analyst’s Office

Lupita Alcala, Executive Director, California StudeAid Commission

Kristen Soares, President, Association of Indepen@elleges and Universities

Background

The state provides financially needy students ditenWestern Association of Schools and Colleges
(WASC) accredited nonprofit and for-profit collegesth Cal Grant awards to help them cover the
costs of their education. The state originally wadious goals in offering these Cal Grant awards.
First, the state wanted to provide low-income stislevith the choice to attend private college.
Second, having some students select private callegeed up capacity issues at UC and CSU. (This
was of particular concern during certain decadesh ss the 1960s, when the state was seeing large
growth in the number of college-age students.) lizate awards potentially provided state savings
because the Cal Grant cost less than what thewtatiel have paid had the student attended a public
college.

Prior to the restructuring of the Cal Grant progian2000, state law called for the maximum WASC-
accredited private award to be set by adding teg€th) 75 percent of the state General Fund cast pe
CSU student and (2) the average of the tuition f@ed charged by UC and CSU. (The state pays
tuition and fees for low-income students attendiligyand CSU.) The policy served as an aspirational
goal against which to measure state funding. In74%® for example, the state met 97 percent of the
statutory goal. As part of the Cal Grant prograstreeeturing in 2000, the Legislature removed these
provisions from state law.

Prior Budget Acts. As a savings measure, the 2012-13 budget amenakedaiv to lower the WASC-
accredited private award from $9,084 to $8,056tisgin 2014-15. Subsequent budget actions have
postponed the reduction. Most recently, the 201 bddget delayed the reduction until 2018-19 and
added statutory language that WASC-accredited fariv@lleges participating in the Cal Grant
program make a good faith effort to enroll more Joaome students, enroll more transfer students,
and offer more online courses. The budget requhrese institutions to report on progress towards
meeting these goals by March 15 of each year.

The Association of Independent California Collegesl Universities (AICCU) is comprised of 78
private nonprofit colleges and universities, whiolake up the independent California colleges and
universities sector. The AICCU sent surveys to 7l undergraduate-serving AICCU institutions
regarding five-year trend of enroliment of low-costedents, transfer students, and students enrolled
in online classes. Approximately, 91 percent otiinsons completed the survey by February 2018.
The survey found that AICCU institutions experiethcan increase of 3.9 percent in Cal Grant
recipients, even though overall enroliment onlyréased 1.2 percent; 56 AICCU have articulation
agreements with at least one community college,A@LCU institutions have seen an increase of 12
percent in undergraduate students enrolled inaat lene online course for credit.

Senate Committee on Budget and Fiscal Review 8
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Governor’s Proposals

Transfer Students. The budget includes $7.9 million to maintain thévate nonprofit award at
$9,084 ($1,028 higher than the otherwise reduceel lef $8,056). To be able to receive the $1,028
differential in 2019-20, the Governor proposeslérabill language to require the sector in 2019-20
accept at least 2,500 transfer students who have@an associate degree for transfer (ADT). This
would equate to almost one-third of the total tfarssthat private nonprofit institutions currently
accept. The Governor proposes to increase the @tecto 3,000 in 2020-21. Beginning in 2021-22,
the target changes to become based on the pettange in the number of total transfers the sector
admitted in the prior year. For example, if the tgecincreases overailansfer enrollment
by three percent in 2021-22, then it would be etguedo grow ADT enrollment by three percent in
2022-23. The Governor indicates that this propasalart of a broader effort to make transfer easier
across all segments and improve timely completidesrfor transfer students.

Proposal Reduces Award for Students at WASC-Accreted For-Profit Colleges.The Governor
proposes to reduce the Cal Grant award for studeaitending WASC-accredited for-
profit institutions—providing $8,056 for those samds instead of the higher $9,084. This proposal
would likely affect five institutions. The Governerbudget recognizes $600,000 in total associated
savings.

Legislative Analyst’s Office Comments

One Very Specific Goal.The proposal to tie a portion of the Cal Grant teeay specific transfer-
focused goal represents a significant policy chaAgilitionally, this one very specific goal may not
be compatible with the mission of some nonprofileges. For example, some nonprofit colleges
focus on specific disciplines, such as art or muard rely on small four-year cohort approaches.
These programs do not intend to focus on trangétrthey can provide low-income students access to
types of college programs not offered within thélpusystem. Additionally, the private sector wax n
part of the ADT authorizing legislation or includedthe ADT development efforts. Years later, tying
the Cal Grant for low-income students attending phigate sector to ADT requirements could be
viewed as arbitrary.

Poor Approach to Accountability. Even if data showed a problem did exist and tyinmgs to the
award were deemed reasonable, some nonprofit esllegight increase their ADT enrollment
significantly yet still lose Cal Grant funding besa the sector overall does not meet its ADT target
Conversely, some colleges might not increase #Bif enrollment yet continue receiving Cal Grant
funding. Institutions are very diverse and do navéha central governing body that can hold them
accountable for not meeting certain state requirgsneéOf equal concern is that if the overall sector
does not meet its ADT target, all financially neestydents attending private nonprofits will lose a
portion of their Cal Grant award. Although the Gowa proposes to grandfather in higher grant
awards for students that enter the institutiona year that the sector meets its targets, studleats
enter in a year that the sector does not meeaiget would receive a lower grant amount. The LAO
believes these types of repercussions could beedeas unreasonable. The LAO recommends the
Legislature reject the Governor’s proposal to pleaeditions on a portion of the Cal Grant award for
financially needy students attending private nofipnastitutions.
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No Clear Rationale for Reducing Cal Grant Award for Students Attending WASC-Accredited
For-Profit Colleges.The Administration was unable to provide justifioa for reducing the Cal
Grant award for WASC-accredited for-profit collegéthe LAO compared graduation rates and
student loan default rates for the five WASC-aciteed for-profit colleges with the averages for
nonprofit colleges and CSU campuses. The WASC-ditexkfor-profit colleges’ graduation rates are
on average lower than nonprofit colleges but highan CSU campuses. Regarding default rates on
student loans, their rates on average are aboypenecentage point higher than nonprofit collega$ an
CSU campuses. The LAO questions why financiallydyestudents attending these institutions should
have their state financial aid reduced. The LAGnemends the Legislature maintain the existing Cal
Grant award amount for financially needy studettisnaing WASC-accredited for-profit institutions.

Recommend Using Former State Policy to Set Award Aount. The Cal Grant award amount for
students attending WASC-accredited private colldgesbeen flat at $9,084 for six years. As the real
value of the award amount has eroded, student efadso appears to be eroding. Cal Grant data show
that nonprofit awards as a share of total Cal Grdrats been declining in recent years. Whereas
over 20 percent of all Cal Grant recipients attehdenonprofit college in 2001-02, 11 percent attend
today. To improve students’ buying power and chailke LAO recommends the Legislature increase
the Cal Grant award for students attending thesttutions. In setting the award amount, the LAO
recommends the Legislature use the state’s histailc Grant formula for private colleges, which
would be $16,500. If the state wanted to reachtdnget of $16,500 in five years (making equal
progress each year), the 2018-19 award amount woell$10,300—at an additional state cost of
$43 million relative to the Governor’s budget.

Staff Comments

Staff notes that currently, the state nor the AICEdlect information on the number of overall
transfer students or ADT students that private nafitpinstitutions currently accept, so it is urate
how far the segment is to reaching the target gda. AICCU supports the Governor’s proposal and
notes that seven AICCU institutions accept some #DRAese institutions are: Azusa Pacific, Bradman
University, California Lutheran University, Menloolege National University, San Diego Christian
College, and University of La Verne. AdditionallAlICCU indicates they are working with the
Community College Chancellor's Office to developnamorandum of understanding on outreach to
community college students about transferring tegbe non-profits.

Staff is concerned about the potential impact adestts. Under the proposal, one cohort of students
could receive the higher award amount, and the mektort could receive the lower amount.
Regardless of future changes to the programs,dhercwould receive the same award amount. This
structure could lead to inconsistencies in awaradwars by cohorts. Should the Legislature wish to
approve this proposal, additional monitoring andrsight may be needed.

The Subcommittee may wish to ask:
3. What is the rationale to reduce the awards for WAaSEedited for profit institutions?
4. How will the state verify the number of transfepshis sector? What type of tracking

mechanism will be developed?

Staff Recommendation Hold Open
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Issue 3: Grant Delivery System

Panel
e Bijan Mehryar, Department of Finance
e Jason Constantouros, Legislative Analyst’s Office
e Lupita Alcala, Executive Director, California StudeAid Commission

Background

The CSAC uses an information technology (IT) platfoknown as the Grant Delivery System to
process student financial aid applications, makk adfers to students, and manage aid payments.
Students and campus administrators also use thiensy#8/ost notably, students use the system to
submit financial aid applications and administratose it to process financial aid payments on lbehal
of students. The CSAC has used its current IT sysier 30 years. The annual average cost of
operating and staffing the current system is $dlBom—consisting of $8.1 million in staff (81 full
time equivalent positions) and $1.8 million in atleperating costs. Most state IT projects are meqgui

to go through the Project Approval Lifecycle (PAlQ),four-stage planning process overseen by the
California Department of Technology (CDT). The pss begins with an agency identifying a
programmatic problem or opportunity and ends wiithding the project and finalizing IT project
details. Once a project has completed the foudfestthe agency may execute the project. The CDT
continues to provide project oversight during aftdrgroject execution.

Project Approval Lifecycle Has Four Stages
Stage 1 Stage 2 Stage 3 Stage 4
Business P Alternatives (> Procurement [  Bid Analysis
Analysis Analysis Analysis and Finalization
of Project Details
Identify Programmatic Assass Existing Develop Solution Solicitation Release
Problem/Opportunity Programming Processes Requirements
Select Vendor
Establish Businass Market Research Develop Solicitation
CaseNeed Contract Management
Develop Mid-Level
Identify Objectives Solution Requirements * Baseline Project
} : CDT Decision
Assass Departmental Identify Solution
Readiness Alternatives q— +
Recommend Solution CDT Decision
Financial Analysis q
\ - Reject
CDT Decision \ 0 Re;: + and Resubmi
CDT Decision - = Rethink an esubmit
L] = Approve
q_ Award Contract
and
Start Project
CDT = California Department of Technology.
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Grant Delivery System Replacement Project.The Grant Delivery System replacement project
recently completed stage three of PAL. The CSAGcatds the project will enter stage four in spring
of 2018. The CDT estimates that CSAC is on schettukxecute the project beginning in July 2018.
Recent budgets have provided a total of $1.8 millio one-time funding to CSAC for staff to help
develop and navigate the project. Of this amouhitte 2015-16 budget included $842,000, (2) the
2016-17 budget included $396,000, and (3) the 2Bl budget included $546,000 (see Figure 2).
Additionally, CSAC has shifted about ten staff frovorking on the current Grant Delivery System to
assisting in planning the new system. The CDT @€ that shifting some existing staff resources
during the planning phases is common with PAL.

Grant Delivery System Replacement Projeét
(In Thousands)

New Funding | Redirected Fundind | Total
2015-16 Budget Act $842 $1,207 $2,049
2016-17 Budget Act 396 1,526 1,922
2017-18 Budget Act 546 1,579 2,125
2018-19 proposed 7,435 1,190 8,626
2019-20 to be requested 8,144 1,306 9,450
Totals $17,363 $6,808 $24,171

®Reflects data underlying Governor’s January budget. Governor indicates
the May Revision likely will modify cost estimatés the project. All funding
shown is one time.

bReflects costs of redirected California Student S@mmission staff.

Governor’s Budget Proposal

The Governor proposes $7.4 million in one-time GahEund for CSAC to begin the replacement of
its Grant Delivery System. Of the $7.4 million, CSAndicates $5.5 million would go to project
vendors to (1) build, test, and pilot the new syst€2) conduct project management activities; and
(3) provide training and materials for staff usthg new system. The remaining $1.9 million would go
to licensing fees, staffing and overhead costs, fatfdlment of certain CDT project requirements,
such as independent project oversight. The $7 Homilvould be the first-year cost of a two-year
project. In 2019-20, the Administration anticipatieat it will request a further $8.1 million in otiene
funding to complete the project. After the projecttompleted, the Administration indicates that the
estimated ongoing costs to support the systembeib11.1 million—consisting of $8.8 million in staf
(about 90 full-time equivalent positions) and $&ilion in other operating costs.

The CSAC would continue to dedicate about ten $tathe project during the two-year replacement
project. Thereafter, CSAC would transition all GB&ff previously assigned to the old system to the
new system. The responsibilities of shifted stafbuld be similar to their previous CSAC
responsibilities, with IT staff working on the tedbal aspects of the new system and program staff
assisting system users, performing accounting taskd undertaking research activities (such as
analyzing system usage).
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Spring Finance Letter. On March 29, 2018, the Administration submittecetdel to the Legislature
requesting a $1.92 million decrease of its Janwaquest to reflect revised cost estimates for the
project. The reduced price is due to the CSAC’ssilae to divide the project into multiple tasks and
to use open source software for the project, whialers vendor costs.

Legislative Analyst’s Office Comments

Since the Grant Delivery System was developed 2@syago, financial aid programs and technology
have changed notably. The current system is urtabdEcommodate many of these changes without
numerous work-arounds and manual processes. Iti@ddiuring the last year, CSAC reports that the
system has experienced over 25 unplanned outagesglthese outages, students could not submit
applications or update their school informatiorghhischools could not upload grade point average
information, and colleges could not request CainGpayments.

The CDT has approved the project thus far and atdicthat the project is on track to complete stage
four and be executed in 2018-19. Moreover, thenedecision to break the project into smaller
components likely will lower costs somewhat. The @Aecommends the Legislature review the
Governor’s modifications to project costs. If thedifications are reasonable, the LAO recommends
the Legislature approve the project.

Staff Comments

CSAC indicates that the current GDS uses outdaekdnblogy that has not been able to fully and
effectively support the required changes of prograemd meet processing demands. For example,
CSAC has notified staff that currently it takedestst one week to process information; howevera go
of the GDS replacement is to provide real timerimfation to students, families, schools and colleges
Additionally, the core system is 30 years old, &ad not been able to effectively administer certain
programs, which are currently housed in excel sprg#eets. During the last twelve months GDS
experienced over 25 unplanned outages due to hezdaval software data, and CSAC notes that the
system is down about 40 percent of the time. Maeeo€SAC notes that a lot of processing is done
manually by CSAC staff, and it is the goal for thew system to automate more services to provide
faster delivery and more up-to-date informatiostiadents.

The subcommittee may wish to ask:
1. What types of features will the new GDS system Rave
2. Should the Legislature make modifications to thmaficial aid system, will the new GDS be

able to accommodate and make modifications?

Staff Recommendation: Hold Open
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6870 (ALIFORNIA COMMUNITY COLLEGES

The California Community Colleges (CCC) is the &Bgsystem of community college education in
the United States, serving approximately 2.1 millgtudents annually, with 1.2 million of these {ull
time equivalent students. The CCC system is madefufil4 colleges operated by 72 community
college districts throughout the state. Califoraigo-year institutions provide programs of studg a
courses, in both credit and noncredit categoridschwaddress its three primary areas of mission:
education leading to associates degrees and umtyaensfer; career technical education; and basic
skills. The community colleges also offer a widaga of programs and courses to support economic
development and specialized populations.

As outlined in the Master Plan for Higher Educatiori960, the community colleges were designated
to have an open admission policy and bear the rextnsive responsibility for lower-division,
undergraduate instruction. The community collegesion was further revised with the passage of
Assembly Bill 1725 (Vasconcellos), Chapter 973,t8&s of 1988, which called for comprehensive
reforms in every aspect of community college edooaand organization.

The Board of Governors (BOG) of the CCCs was estaddl in 1967 to provide statewide leadership
to California's community colleges. The board hasriembers appointed by the Governor, subject to
Senate confirmation. Twelve members are appoirdesixtyear terms and two student members, two
faculty members, and one classified member areiafgabto two-year terms. The objectives of the
board are:

e Provide direction, and coordination to Californiecsnmunity colleges.
e Apportion state funds to districts and ensure pntidse of public resources.

e Improve district and campus programs through infdromal and technical services on a
statewide basis.

Additionally, key functions include setting minimunstandards for districts, maintaining
comprehensive educational and fiscal accountalsilisiem and overseeing statewide programs.
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Issue 4: Student Focused Funding Formula

Panel
e Maritza Urquiza, Department of Finance
e Christian Osmeiia, Chancellor's Office of Commui@tylleges
e Edgar Carbal, Legislative Analyst’s Office

Background

The current apportionment formula allocates fundiog districts based on student enrollment.
Apportionment funding is allocated primarily based per student rates. In 2017-18, community
colleges received $5,151 per credit and enhancedredit FTE student and $3,050 per regular
noncredit full-time equivalent (FTE) student. Enbath noncredit instruction consists of courses
relating to career development and college prejmaraknstruction includes some basic skills courses
English as a Second Language courses, and CTEesoUise state allows districts to claim the higher
of their current year or prior year enrollment lsveeffectively a one year hold harmless provision.
District apportionments also include a base aliooatletermined by the number of colleges, state
approved centers, and total enrollment in theidtstr

Apportionment funding comprises almost three fosifh CCC Proposition 98 funding. Community
college districts primarily receive their revendesugh general purpose apportionment funding. The
2017-18 budget includes $6.2 billion for apportiamts, representing 72 percent of all Proposition 98
CCC funding.

Colleges Must Spend Half of Apportionment Funding a Instruction. Current law requires districts
to spend at least 50 percent of their general dpgréudget on salaries and benefits of faculty and
instructional aides engaged in direct instructi8pending on other instruction related staff, sush a
academic counselors and librarians, is not couatedhstructional costs. Costs for staff that previd
services such as campus safety, facilities mainmmaand information technology services also are
excluded, as are operating costs for such thingssasance and utilities. Districts that fall beldkne

50 percent mark can be subject to financial pezslty the Board of Governors.

Remaining CCC Funding Is Through Restricted Categoical Programs. Each of these categorical
programs has its own allocation formula and assedigestrictions and spending requirements. The
largest categorical program, the Adult EducatioacRIGrant, distributes $500 million to consortia of
community colleges and school districts that detioe funds are to be used to serve adult learmners i
their areas. The next two largest categorical @mgr are the Student Success and Support Program
(SSSP), which received $306 million in 2017 18, #mel Strong Workforce Program, which received
$248 million. The SSSP provides various orientatod counseling services. The Strong Workforce
Program requires consortia of community collegéridis to develop and operate workforce programs
based on their regional labor markets.

Enroliment. Over the last few years, colleges are experiendegjining enrollment. The 2016-17

budget set a systemwide growth target of two perdewever, the actual growth was 0.67 percent.
Moreover, of the 72 districts, 30 had decliningadinnent, 12 are in restoration, and 30 are growing.
Additionally, only six college districts met thagrowth targets. Regarding declines, the state allow
districts to claim the higher of their current-year prior-year enrollment levels—effectively a one-
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year hold harmless provision. After one year, tlageslowers base funding for the affected distiis
gives those districts three years to earn backof@sfunding associated with enrollment declines.
Each year, some of these districts earn restordtioding. Technically, districts receive restoratio
funding first, then growth funding. That is, a dist receives growth funding only if its actual
enrollment exceeds its restoration target. The Adstration notes that should this trend and
framework continue, many districts risk receiviegd funding.

CCC Tracks Low-Income Students ServedCCC defines low-income students primarily as those
who meet one of two criteria: (1) they receive d Beant (federal need-based aid) or (2) they nexei

a fee waiver (state need-based aid). In 2014-1peP@nt of CCC students systemwide received a
Pell Grant, and approximately one-half of all siudereceived a fee waiver. As federal and state aid
recipients do not overlap entirely, somewhat mbantone-half of all CCC students systemwide are
identified as low-income.

In 2015-16, the six-year completion rate for degorecertificate seeking low-income students
was 45 percent, compared with 57 percent for oth@dents. Federal data, also from 2015-16, show
three-year CCC completion rates for first time|-fuhe Pell Grant recipients and non-Pell Grant
recipients of 26 percent and 34 percent, respdgtive

First-Generation College Students Servedlo identify the share of first-generation collegedents,

the CCC'’s application form asks for the highestlef schooling completed by an applicant’s parents
If a student provides this information for two paie CCC uses the highest education level of tloe tw
CCC defines a first-generation college studentresfor whom no parent or guardian has earned more
than a high school diploma or ever attended coll&€yerall, CCC reports that 42 percent of students
in the 2015-16 academic year were first-generatimiege students. CCC does not report outcomes
specifically for first-generation college studertfmwever, available national data consistentlyect#
poorer outcomes for these students.

CCC Student Success Initiative Seeks to Improve Cartetion Rates.The Board of Governors
(BOG) has set specific goals for improving gradwatirates and other student outcomes and
eliminating achievement gaps among student subgrouer the next ten years. Under the umbrella of
the CCC Student Success Initiative, the systemshasral statewide programs to help it meet these
goals. The largest of these programs, the StudesteSs and Support program ($306 million in 2017-
18), provides student orientation, assessmentcandseling services to all students. In 2017-18, th
state also provided $150 million one time for theided Pathways Initiative, which is intended to
develop better systems for helping all student®sbpenter, and complete an academic program.

In addition to significant investments to broaddmsupport programs serving all students, CCC has
several programs that specifically benefit low-im@and first generation students. These programs
are outlined in the following table.
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State Funding for California Community Colleges’ toAddress Student Success

(Dollars in millions)

Funding
Program Description (In
Millions)
Student SuccessCore services include orientation to the collegd assessment to ple 285
and Supportive |students in appropriate courses as well as comgsahd advisement
Services (SSSP)assist them in identifying educational and careealgy preparing f
transfer to a university or advanced irimg, and connecting wi
additional supportive services. SSSP services assist students w
early identification of academic difficulties andpgport for improvemer
Colleges must ensure that their SSSP plans arelicated with stude
equity plans. Colleges must conduct related research andiai@h o
services to ensure their value and also to enbateservices are provid
in a manner that supports all students.
Student Equity |Funds activities to identify and addresparities in access and outco $160
Plans for various subgroups of CCC Students. Fundingssilduted to district
based on various factors including: annual FTE§h hieed studen
educational attainment of residential zip code, ot rate
unemployment rate, and unduplicated Foster Yousdbteunt.
Extended Provides various supplemental services, such aseatiadand suppdg 125
Opportunity counselling, financial aid and other support sexsjdor lowincome an
Programs and |academicall disadvantaged students (such as first generatiege
Services student or current/former foster youth), as well veslfaredepender
(EOPS) single parents. Funds are distributed based oaralatd base allocati
for each college, and the number of eligible stislen
Basic Skills Funds counseling and tutoring for academically umegpared students 50
Initiative well as curriculum and professional developmentiasic skills faculty.
Institutional Established in 20145, this ongoing initiative provides techn 27.5
Effectiveness |assistance and professional development to collsgeking to improy
Program student outcomes and overall operations. The CHarise Office
Initiative (IEPI) |oversees the initiative and contracts with two ritist (Santa Clata
Community College District and Chablo&s Positas Community Colle
District) to coordinate teams of CCC experts tostinwith campuse
organize regional workshops, and perform otherviiets. To hel
identify institutions that may need assistartbe Chancellor’s Office h
developed a set of effectiveness indicators. Statetuires colleges
develop, adopt, and publicly post goals and actsllts each year us
these indicators.
CalWORKs Provides child care, career counseling, subsideregloyment, and oth 44
Student Servicegsupplemental services to CCC studeetseiving CalWORKSs assistan
These services are in addition to those providedaltoCalWORKj
recipients by county welfare departments.
Umoja Provides professional development for faculty, fstahd students a 3
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augments instruction and student services. Purisogeimprove stude
experiences by promoting awareness of African afrit@n- Americar
culture.

Campus Child  [Funds child care centers aimed primarily at{mwome women studyi 3
Care Centers  |at CCC at 25 community college districts.

Mathematics, |Provides academic counseling, workshops, and corityniwilding 2
Engineering, activities for educationally disadvantaged students seeking g
and Science andmath, science, and engineering fields.
Achievement
Puente Provides faculty and staff professional developmemd studel 2
mentoring and counseling to increase academic ‘asmment fo
underserved students. Bram is a partnership with University
California and emphasizes successful transfer itcetsities.

Middle College |Provides high school and community college instouctto highr 2
High School  |potential, atrisk high school students. Instruction jgovided o
community college campuses.

In addition to the programs and initiatives to a$drstudent success, as described above, low-income
students also receive financial aid through:

e Promise Grant (formerly known as the Board of Governors Fee Waivg: a state support
grant to cover enroliment fees.

e Pell Grant: a federally support granted to cover cost ofralsmce.

e (Cal Grant: a state funded financial aid program which inelsiduition grant and cash stipends
for cost of attendance.

e Full-Time Student Success Granta state funded grant for Cal Grant recipientsetteive
additional aid for enrolling at least 12 units pem.

e Completion Grant: a state funded grant for Cal Grant recipientoken in at least 15 units
and maintaining academic progress to on-time degyew®letion

The state and the Board of Governors also adopteer oeforms to help increase student success,
including:

e Associate Degrees for Transfern an attempt to reform the transfer pipeline fré@C to the
CSU system, the state enacted SB 1440 (Padillapt&h428, Statutes of 2010. The legislation
required community colleges to create two-year6ids) degrees known as associate degrees
for transfer (ADT) that are fully transferable t&Q. ADTs require students to complete (1) an
approved set of general education requirements,(2na minimum of 18 units in a major or
area of emphasis. Though students with an ADT ategnaranteed admission to a particular
CSU campus or into a particular degree programnmy teeeive priority admission to a CSU
program that is “similar” to their major or areaevhphasis. Once admitted, students need only
to complete two additional years (an additionaluBts) of coursework to earn a bachelor’s
degree.
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e Vision for Successin July 2017, the Board of Governors adopted\ismon for Success, a
document that sets specific goals in a number pfstedent performance areas and identifies
key commitments of the Chancellor's Office to assislleges in meeting those goals. The
document was developed in collaboration with comityucollege leaders and stakeholders
across the state. Specifically, tision for Successsets goals in six areas: (1) number of
degrees, certificates, and credentials issuedydB¥fers to UC and CSU; (3) number of units
accrued upon associate degree completion; (4) gmmelot in a related field; (5) equity gaps
among student groups; and (6) achievement gaps@megmons in the state. The goals set in
theVision for Success generally are aligned to the goals of the Legistat

Modest Improvements in Student Outcomes in Recentéars. The six-year completion rate for the
most recent cohort (students who began colleg®i®-A1) is 48 percent, one percentage point lower
than the completion rate for the 2006-07 cohort{d&ent). Statewide performance, however, has
improved in several other areas. For example, tbst mecent data show modest improvements in the
proportion of students who complete a college-lenmirse after being initially placed in remedial
classes, complete a transfer-level math or Engiairse within their first two years, and complefe 3
units of coursework within six years.

Governor’s Budget Proposal

The Governor proposes to increase apportionmemlirigrby $396 million, of this $175 million is to
hold districts harmless for the shift to a new fumgdformula, $161 million is for a 2.51 percent
apportionment COLA, and $60 million is for one partenrollment growth.

Student Focused Formula. The Governor proposes moving away from the almasirety
enrollment-based apportionment funding model to tha¢ not only accounts for overall enroliment
but also accounts for low-income student enrollmamd student performance. The new formula
would include three components as follows:

Components of Proposed Funding Formula

Base Grant ($3.2 Billion) - Enroliment-Based Fundig, using current-year data

e $2,405 per credit and enhanced noncredit full-tageivalent (FTE) student.

o $1,502 per regular noncredit FTE student.

e Allocation determined by the number of colleges atade-approved centers in the district.

Supplemental Grant ($1.6 Billion) - Based on a disict's number of low-income students, as
defined, using prior year data.

o $1,334 for each financially needy student receidngnrollment fee waiver.

e $2.128 for each first-time freshmen who receiv®skh Grant.

Student Success Incentive Grant ($1.6 Billion) - P®rmance based funding using prior year
data

o $5,533 for each Chancellor's Office-approved degredificate, and award granted.

e $6,395 for each student who completed a degreertficate and/or transferred to a four-year
institution within three years.

o 3976 for each associate degree for transfer awarded
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Hold Harmless Provisions.The Governor proposes multiple hold harmless prongsfor the funding
formula, including:

1. Base Fund.The Governor’'s proposal includes a hold harmleswigion relating to overall
per-student apportionment funding. For 2018-19 odigtricts would receive the greater of
(1) the amount calculated based on the new fundmgnula or (2)the amount of
apportionment funding they received in 2017-18. Fo19-20 and future years, districts would
receive the greater of (1) the amount calculatezbdbaon the new funding formula or (2) the
district's FTE enrollment in that year multipliegt is 2017-18 per-student funding rate.

2. Supplemental and Performance FundingThe proposal also includes separate hold harmless
provisions for each of the two elements of the &mppntal grant and three elements of the
performance grant. Specifically, if the amount aldted for any element of these grants is
lower than the amount the district received in phevious year, the district would receive the
amount calculated the previous year. These adjugth@ssentially provide districts with a one-
year delay in reductions related to these elenwdritse formula.

Requires Educational Master Plans to Align with Vison for SuccessAs a condition of receiving
supplemental and performance grants, districts evbalrequired to align the goals in their education
master plans with the systemwide goals set forttheVision for Success. Districts also would be
required to measure progress towards meeting thosks. In addition, districts would be required to
align their budgets to their revised master plana bate that would be determined by the Chancellor
Office.

Requires Low-Performing Districts to Receive Techrdal Assistancelf a district is identified as
needing assistance to make progress towards metstiggals, the Chancellor’s Office could require a
district to use up to three percent of its apparient funding for technical assistance and training

Requires Chancellor's Office to Monitor Implementaion. The Governor’'s proposal requires the
Chancellor’'s Office to develop processes to mortiterimplementation of the funding formula. The
Chancellor’'s Office is required to develop minimstandards for the types of certificates and awards
that count towards the performance grant.

Requires Chancellor's Office to Report on Progressn Meeting Vision for Success GoalsThe
proposal also requires the Chancellor's Officeubrsit a report to the Legislature and Department of
Finance by July 1, 2022 on the progress colleges hwde in advancing the Vision for Success goals.
The report also is to include an overview of arghtecal assistance or other actions the Chancsllor’
Office has taken to help districts improve outcormesistorically underrepresented populations.

Tasks Chancellor's Office with Developing Proposato Consolidate Categorical Programsin
the Governor’'s Budget Summary, the Administratitates its expectation that the Chancellor’s Office
consult with stakeholders over the next few mortthglevelop a proposal to consolidate existing
categorical programs and provide greater flexipiidr districts. The proposal would be submitted fo
possible consideration in the May Revision.
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Increases Apportionments for Growth and COLA — The budget proposes an increase of $161
million in apportionments to cover a 2.51 percemdteof-living-adjustment, and $60 million to fund
one percent enroliment growth.

Adjusts Prior Year and Current Year for Enrollment, Property Tax, and Fee Revenue Changes

— The Governor’s budget reduces apportionments7dyriillion in 2016-17 and $78 million in 2017-
18 to reflect unused growth funding. Additionaliye budget adjusts 2016-17 and 2017-18 Proposition
98 General Fund for apportionments to account jpolated estimates of local property tax and student
fee revenue. These adjustments result in net Pitapo®8 General Fund savings of $38 million in
2016-17 and $54 million in 2017-18.

Legislative Analyst’'s Office Comments

The current funding formula does not have incestifer colleges to ensure students meet their
educational goals and finish with a certificatedegree in a timely manner. Specifically, it discges
districts from adopting innovative approaches tiep students if such changes result in fewer units
taken. For example, districts are unlikely to inmpést competency-based programs, which require
upfront spending and typically result in fewer sniaken, as they would receive less funding. The
LAO believes the Governor’'s proposal to allocat®wbhalf of apportionment funding based on
enrollment seems reasonable.

Proposal Does Not Incentivize Colleges to Help Inease Low-Income Students Outcomes.
However, the LAO notes thateveral components of the Governor's performanceddsnding
formula raise concerns. In particular, the propasas not provide additional incentives for colle¢®
help low-income students complete a certificatedegree or their educational goals. The LAO
recommends basing at least 20 percent of CCC fgrmhinstudent outcomes. A larger share of funding
based on performance likely would produce greateanges in institutional behavior. The LAO
recommends providing higher levels of funding féwe toutcomes of low-income students and
expensive programs the Legislature considers a Ipgority (such as some CTE programs).
Additionally, the LAO recommends the Legislaturguiee districts to document clearly in their annual
budgets how they intend to serve low-income stugdeftditionally, the Chancellor’'s Office could
monitor and report the performance of low-incomadsnts by college and offer institutional
effectiveness support when colleges do not meeatgbals.

Academic Standards.Additionally, by providing the same amount of outebased funding for any
degree or certificate, the proposal incentivizesclmleges to offer shorter, less expensive program
that lead to a degree or certificate, and discegagplleges from offering more expensive CTE
programs. Research on performance-based fundingels@ldso identifies concerns related to the
possibility of weakening academic standards. Speathlf, a formula based on performance could
create incentives for faculty to inflate grade®itsure student completion. The LAO recommends the
Legislature task the Chancellor's Office with monihg key aspects of implementation to identify if
any problematic trends result from using the newding model. In addition to monitoring the
approval of new program awards (to ensure minimaamcards are met), the LAO recommends
requiring the Chancellor’'s Office to also monit@ta related to grades (to monitor for grade irdiafi
and changes in the types of degree and certifieat@sded (to ensure districts do not shift to clkeeap
and lower-value certificates as a way to maximizeding). Tracking this information would help
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inform future legislative decisions regarding ietfunding model should be modified or new laws
should be passed to prevent these problems froocuemdng.

Hold Harmless Provisions May Dampen Effect of Shifhg to Performance-Based FormulaBy
incorporating several hold harmless provisions, @wernor’s proposal provides stability during the
transition to a new formula. Such stability, howewmuld diminish the changes in behavior that the
Administration is hoping will occur. In particuladjstricts whose allocations under the new funding
formula are far below their hold harmless levelsuldohave no financial incentives to focus on
improving student outcomes.

Supplemental Funding and Many Categorical ProgramsServe Same Purpose3he Governor’s
proposal distributes a quarter of apportionmentliing based on the number of low-income students.
This component of the formula acknowledges the drngbosts involved in serving low-income
students. Acknowledging these higher costs andorelpg to these issues is the same rationale
underlying many existing categorical programs. Hine supplemental grant under the Governor’'s
proposal would complement existing programs is egnglas is the rationale for having both types of
grants.Moreover, the structure of the supplemental granery different than the structure of existing
student support grants, with the Governor’'s progogeant having no restrictions or reporting
requirements and the existing grants typically hgunany restrictions and reporting rules. The LAO
recommends the Legislature collapse these funémagdnto one larger pot of funding intended to
benefit these students. In doing so, one critieaigion for the Legislature would be determiningvho
much funding to provide for this purpose.

Staff Comments

Many states have instituted performance based rigndiodels in higher education. These types of
measures that other states are incorporating iaclud

e Completion (credential — with weights for type @édential earned, graduation rates, transfer
rates, and completion for specific student popaoie)

e Progression (course completion, successful remedjaeaching credit milestones)

e Efficiency/Productivity (time to progression/comiida, expenditures per completion, tuition,
and debt)

e Graduation Outcomes (job placement, wages, andigtadgchool)

According to the National Conference of State Liegises, about 32 states have funding formulas or
policies in place to allocate a portion of fundipgsed on performance indicators, and five states ar
currently transitioning to some type of performariveding. The following table provides a few
examples of what other states are doing at themeonity colleges:
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Performance-Based Funding For Higher Education

State Status Funding Metrics
Indiana  |In place at |Six percent of |Metrics for two-year and four-year institutions lumbe:
two-year and [funding for FY e Degree completion
four-year 2014 and FY e At-risk degree completion
institutions {2015 e High impact degree completion
e Persistence
e Remediation success
e On-time graduation
e |Institution selected measure
Ohio In place at [Ohioisinthe |For FY 2015, two-year colleges are funded as fadtow
two-year and |process of e 50 percent course completions
four-year phasing in e 25 percent Completion Milestones—defined as:
institutions  |changes to the 0 Associate degrees
state's o Certificates over 30 credit hours
performance 0 Students transferring to any four-year institution
funding model e 25 percent Success Points—defined as:

0 Students earning their first 15 credit hours.

0 Students earning their first 30 credit hours.

0 Students earning at least one associate degree.

0 Students completing their first developmental
course.

0 Students completing any developmental English
in the previous year and attempting any college
level English either in the remainder of the
previous year on any term this year.

0 Students completing any developmental Math in
the previous year and attempting any college
level Math either in the remainder of the prev
year on any term this year.

0 Students enrolling for the first time at a
University System of Ohio main campus or
branch this year and have previously earned fat
least 15 college level credits at this community
college.

Additional weights are applied to students whoRe# Grant
eligible, Native American, African American, or lgenic, or arg
25 years of age or older when they first enroll atateénstitution
of higher education.
Tennesseeln place at  |After a base Community College Metrics
two-year and [amount is set
four-year aside for Student accumulating: 12, 24, and 36 hours
institutions  |operational Dual enrolled students
support, the Associated degrees
remainder is Graduates placed in jobs

allocated based
on institutional
outcomes.

Remedial and development success
Transfers out with 12 credit hours
Workforce training (contact hours)
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e Award per 100 FTEs

Texas In place at (10 percent of |Ten percent of formula funding is allocated basegaints
two-year their funding earned from a three-year average of student coioplef the
institutions following metrics:

e Students completing developmental education in
mathematics, reading, and writing

e Students completing first college level course in
mathematics, reading intensive, and writing intessi
courses

e Students completing 15, or 30 credit hours

e Students transferring to a General Academic Irtsiitu
after completing at least 15 semester credit hours

e Number of degrees and certificates awarded

e Additional points are awarded for degrees in STEM o
Allied Health fields

Student OutcomesA 2016 report from Columbia University's Commun@ypllege Research Center,
Looking Inside the Black Box of Performance Funding for Higher Education: Policy Instruments,
Organizational Obstacles, and Intended and Unintended Impacts, found that states with performance
funding have failed to consistently improve studachievement. Even if student outcomes improve
after performance funding is introduced, the repartes that these improvements could be tied to
other factors, such as, changes in tuition andhtirz aid policies, initiatives by state governnsnt
and institutional decisions. As noted above, thgeshas made significant investments to help ingrov
student outcomes, and as a result has implementedfarmed several statewide initiatives and
programs to improve student outcomes, including@heded Pathways Program, Community College
Completion Grant, Full-Time Student Success Grasic Skills Initiative, Basic Skills and Student
Outcomes Transformation Program Grant, and thecB3lsils Partnership Pilot Program. The impact
of these reforms and programs on student outcosn&sliunclear.

Moreover, the Legislature may also wish considezoifnmunity colleges will have the institutional
capacity and ability to make additional reformsegivthe amount of work that is currently underway in
the system. The Legislature may wish to consideethdr there are alternatives to hold districts
accountable for student performance. The Legistatnay also wish to consider if the performance
portion of the funding (25 percent) is correct amotor the formula, or if the metrics included
(awards, certificates, transfers, and ADTs) aredbgropriate measures to demonstrate success, such
as those described in the previous chart.

Data Collection. For years, the community college system has stealyglith low completion rates.
Specifically, the six-year completion rate for degror certificate seeking low-income students at
community colleges was 45 percent, compared withes€éent for other students. The current Student
Success Scorecard does not measure performaneecfdrort of students until six years after initial
enrollment. This means data on students who edraifeer SSSP and student equity implementation
will not be available until 2020-21. To permit thegislature to evaluate these programs before 2020-
21, the Legislative Analyst’'s Office previously ceemended, as an interim measure, the Chancellor’'s
Office produce a three-year scorecard. This thesa-gcorecard would contain the same performance
measures as the existing six-year scorecard, disggtged by whether students received each of the
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core SSSP services. In order to effectively evaldlaé outcomes of various reforms, the Legislature
may wish to modify the data collection timeline.

Unintended ConsequencesMoreover, the Columbia University report notes thprformance
funding provides an unintended incentive to weakeademic quality and to restrict the admission of
less prepared and less advantaged students, whesarkkely to finish college and thus less likédy
pay off for institutions, such changes arise whemllic agency encounter difficulties in realizithg
intended impacts of performance account, and idstesort to less legitimate means such as lower
service delivery standards, or restricting the ssad harder-to-service clients.

The Administration notes that there will be safedsdo prevent this, and trailer bill language lieggi

the Chancellor's Office to develop minimum standdiar the approval of certificates and awards that
would count towards the funding formula. Moreovtre trailer bill language specifies that the
Chancellor's Office shall develop processes to moorthe implementation of the funding formula,
including monitoring the approval of new awardstieates, and degree programs. However, not all
community college students seek to transfer or eadegree/certificate. Some students may wish to
take a few courses in an effort to advance thaeeara and may not need to earn a certificate, it is
unclear how these students would be considered tineléormula.

Budget Impact. The Governor's proposal raises concerns about thenpal impact on colleges
overall budgets. Columbia University noted thatdahsn a survey of Indiana, Ohio and Tennessee
community colleges, performance funding program lidlé to no impact on their college budget.
However, the report notes that several factorsgauéid against a big financial impact, including th
use of three-year rolling averages rather than arstatistics; hold-harmless provisions in thetfiesv
years; rising tuition share of revenues; and thallsmproportion share of funding driven by
performance indicators (until recently in Indiamal @hio).

The circumstances of which performance funding iwgdemented in Indiana, Ohio, and Tennessee

do not match California. For example, the Admirgtn’s proposal will be based on prior year data

only, rather than a three year-rolling average. édwer, the enroliment fee at the CCCs is the lowest
in the country, at $46 per unit, and has not chdrgjace 2012-13. Tuition and fees account for

approximately five percent of California’s commuyndolleges overall 2016-17 budget. Whereas the

enrollment fee per unit at Indiana, Ohio, and Tesee is $138, $142, and $160, respectively. Irethes

states, student tuition and fees accounts for appeaiely 76 percent and 54 percent of Indiana and

Tennessee’s community colleges operating budgetreftre, these states are more dependent on
tuition and less on state appropriations.

As the Legislature deliberates the Governor’s psapadt may wish to consider the budgetary impact
the proposal has on a colleges operating budgdtjtadong-term budget implications. According to
the Administration, spending under this new formislaconsistent with existing law in that is to be
used for any operating expense and would followS8epercent law, and would not be limited to
serving specific student populations (i.e. low-imsostudents). This would still provide collegeshwit
flexibility in determining how to address local se

In February, the Administration released a databased (attached) on the proposed formula using
2016-17 data for colleges, displaying a poteniiask fyear impact of the proposed formula. The data

Senate Committee on Budget and Fiscal Review 25



Subcommittee No. 1 April 19, 2018

run showed that 38 out of 72 districts would be amtthe hold harmless provisions. However, the
Administration has not released a data run on thegear impacts of the formula.

Non-Credit Courses.Colleges offer career development and college patipa (CDCP) noncredit
and regular noncredit courses, which provides Bhglis a Second Language (ESL), elementary and
secondary basic skills, short-term vocational, ewdkforce preparation courses. In March 2017, the
LAO released a reportffects of Increases in Noncredit Course Funding Rates, and found that
increasing the funding rate for CDCP to the creali¢ led to some expansion of higher-cost noncredit
programs, improving the organization and potentitiie quality of CDCP instruction, and expanding
enrollment in CDCP courses. These conclusions gginpnary, given that only one year of data is
available following implementation of SB 860 (Contte¢ on Budget), Chapter 34, Statutes of 2014.
Moreover, legislative and budget developments (aasglstrong Workforce Program (SWP), Student
Success and Support Program, Adult Education Ba@nt (AEBG), and Basic Skills Initiative) raise
new questions about how best to support CCC noiténstruction.

The Governor’s funding formula proposal reduced filmeding rate for noncredit, which could be
disincentive colleges from offering noncredit cas;sparticularly those that do not necessarily tead

a degree or certificate. Additionally, many of thesncredit courses overlap or are similar to @sirs
provided through the AEBG, SWP, and the regionalsodtia. However, it is unclear the impact the
proposed formula would have on courses and progmaiifesed through the AEBG or SWP. The
Legislature may wish to consider how the Governgrgposal impacts noncredit course options to
students, and whether noncredit courses are mettengeeds of the state, or if there are changes
needed improve the effectiveness of noncreditucton.

Targeted Student Populations.Moreover, the trailer bill language and governdrigiget summary
notes that the intent of the new formula is to emage access for underrepresented students, and
provide additional funding in recognition of thedatnal support needed for low-income students.
However, the funding is not required to be spentttos population, nor does it provide additional
support services for low-income student. Moreovklis unclear how the Administration defines
underrepresented students, as the formula onlyidenssthe number of students who receive a fee
waiver or Pell Grant. The Legislature may wish tongider if there are other definitions for
underrepresented and low-income that the formutallshconsider. Additionally, the proposal uses fee
waiver head count data, whereas it uses Pell Gxamdrt data. The subcommittee may wish to seek
clarification on rationale for this. If the intemd to help low-income students, or other specific
populations, the Legislature may wish to evaluaie review the existing categorical programs that ar
outlined above.

Categorical Programs.As noted above, the state currently provides amithidi programs and support
services for specific student populations, inclgdiow-income and first generation students. This
approach to fund specific programs, known as categjoprograms, help ensure colleges may not
divert these funds to other purposes, and as &,rasare funding than otherwise tends to be avéalab
for enhanced supplemental services.

As the Chancellor’'s Office consults with stakehoddabout the potential consolidation of categorical
programs, the Legislature may wish to considerate in this consultation. Many of the programs
were created through legislation, or are prioritdshe Legislature. While staff agrees that greate
coordination and accountability is necessary, thgitdlature may wish to consider if consolidation is
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the correct means to achieve this, or are therer atiternatives to promote coordination. Additidyal
the Chancellor's Office notes that many of thesegmams have overlapping reporting requirements
and processes, which is could be a reason to peoowstsolidation. However, staff questions whether
there are internal mechanisms and regulatory relidiin the Chancellor's Office that could help
alleviate this. Additionally, the Legislature alseeds to consider what role categorical programs
would play should a new apportionment formula bplemented.

The Chancellor’s Office surveyed colleges on thesgality of consolidating categoricals. On April 3
2018, the Chancellor’'s Office submitted a summdrygesponses to the Legislature. The Chancellor’s
Office notes that the survey had 1,585 respondsitts more than 2,300 individuals who started but
did not finish. Of this, about 51 percent of respemts were full-time faculty or directors/coordioat,
with larger colleges tending to have more respotgddine survey found:

* Most respondents (55 percent) think the currentesysan serve Vision Goals.

* A large majority of respondents support the in@uasof the following characteristics in the
allocation formula: student financial need had kinghest support (87 percent) followed by
districts with students from under-served ethnid aacial groups, first generation college
students.

* About 90 percent of respondents believe it is emélg or relatively important to conduct
budget monitoring, and developing planning documemitcomes reporting.

* About 55 percent of respondents think that SSSP,aR8 State equity should be included in
the consolidation effort, and that DSPS (65 pencealWORKSs (53 percent) and EOPS (52
percent) should not be included.

Timeline and Implementation. Lastly, the Governor's proposal would implement thumding
formula in 2018-19. Given the potential fundamesstaft in how colleges are funded, staff questions
whether this timeline provides colleges enough titwe prepare their budgets. Should the
Administration release an updated proposal in Mayi$ton, the subcommittee may wish to consider
if this provides the Legislature enough time toieevand evaluate the impacts on colleges.

The subcommittee may wish to ask:

1. Has the Administration conducted data runs and timaglen the out-year impacts on colleges?

2. Who has been included in the Chancellor’'s Office e Administration’s stakeholder process
on the formula?

3. How does the proposal help low-income and undeessmted students?

4. LAO and the Chancellor’'s Office: Do colleges havewgh time to prepare their budgets for
this fall under the new formula?

Staff Recommendation:Hold Open.
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Issue 5: Community College Affordability and Finangal Aid

Panel
* Michelle Nguyen, Department of Finance
» Jennifer Kuhn, Legislative Analyst’s Office
» Christian Osmenia, Chancellor’'s Office Community|Egés

Background

At CCC, financially needy students have their fe@s/ed under the California College Promise Grant
(formerly known as the Board of Governor's Fee Veaiprogram). In 2017-18, the per-unit
enrollment fee was $46, equating to an annualdee full-time student (taking 15 units per terni) o
$1,380. In 2016-17, the state spent $758 milliofeenwaivers. Half of students received fee waivers
accounting for two-thirds of all course units takémnancially needy students get all fees waived
regardless of the number of course units they tdkeat is, both part-time and full-time students
receive awards covering all their enroliment festso

AB 19 (Santiago), Chapter 735, Statutes of 201@arged the fee waiver program to students who do
not demonstrate financial need. Specifically, ithauizes fee waivers for all resident first-timel|lf
time students during their first year of collegéoligh the cost of the expanded program is calallate
assuming all these students obtain fee waivers1@RBllows colleges to use their program allotments
for other purposes, such as providing more stusi@pport services. To receive funding, colleges must
meet various requirements, such as participatingerGuided Pathways program.

Non-tuition Expenses.In addition to waiving enrollment fees for many aoomity college students,
the state traditionally has provided aid to coverodion of some students’ living costs. Specifigal
the CSAC administers two Cal Grant awards that ideonon-tuition coverage for certain financially
needy community college students, and are fundéd@eneral Fund. The two types of awards are:

e Cal Grant B. This award provides low-income students with $1,&ARually to cover living
expenses. The majority of Cal Grant B non-tuitiovaads are given to students who enroll in
college within a year of graduating high school.afdas these students are entitled to awards,
older students compete for a fixed number of awaaish year through the competitive Cal
Grant. In 2016-17, about 74,000 community collegelents received entitlement awards and
about 33,200 older students received competitivardsv

e Cal Grant C. This award provides low-income students enrolle@TE programs with $1,094
for materials and other non-tuition expenses. Stigdef any age can receive the grant, but the
state caps the number of awards offered annuall20L6-17, about 5,200 community college
students received these awards.

Additionally, the federal Pell Grant program proesdfiinancially needy students up to $5,920 annpally
if enrolled in 12 or more units. The award amownpio-rated downward for part-time students. As
financially needy community college students geirtlenroliment fees waived through the Promise
Grant, students may use Pell Grants for living esps. In 2016-17, 450,000 community college
students received Pell Grants.
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Recent Budget Acts.Due to concerns with low completion rates at CQ, Ltegislature recently
created two programs administered by the commuoitipges to provide more aid for students’ living
costs if they enroll in more units. In 2015-16, theygislature created the Full-Time Student Success
Grant (Full-Time Grant). The Full-Time Grant progglstudents who receive a Cal Grant B award
with an additional $1,000 annually if they enrallli2 or more units per term. Enrolling in 12 umiées
term typically would lead to graduation in 2.5 y&edn 2016-17, about 78,000 students received la Ful
Time Grant.

In 2017-18, the Legislature created the CCC ConmleGrant. The Completion Grant provides an
additional $2,000 annually to students receivirg Fll-Time Grant if they enroll in 15 or more it
per term. Enrolling in 15 units per term typicallpuld lead to graduation in 2 years. The state $und
both programs with Proposition 98 General Fundalbstot yet available on the number receiving a
Completion Grant.

According to the LAO, CCC students enrolled in Iftsi per term currently may qualify for one
federal grant and three state grants to help thererdiving expenses. In total, they may qualify fo
about $10,600 annually if meeting the Cal GrantliBilglity criteria and almost $10,000 annually if
meeting the Cal Grant C eligibility criteria. Byraparison, CCC students enrolled in 12-14 units per
term may qualify for about $8,600 annually if magtihe Cal Grant B eligibility criteria and almost
$8,000 annually if meeting the Cal Grant C eligipitriteria.

Programs Help Financially Needy CCC Students Covelkiving Expenses
Reflects Annual Awards, 2017-18

15 Units Per | 12-14 Units
Term Per Term
Cal Grant B Students
Pell Grant $5,902 $5,902
Completion Grant 2,000 —
Cal Grant B 1,672 1,672
Full-Time Grant 1,000 1,000
Total Maximum $10,574 $8,574
Aid
Cal Grant C Students
Pell Grant $5,902 $5,902
Completion Grant 2,000 —
Cal Grant C 1,094 1,094
Full-Time Grant 1,000 1,000
Total Maximum $9,996 $7,996
Aid
@Assumes student has sufficient financial need tg
qualify for maximum award amount. Students with
incomes under $50,000 typically qualify for an
award.
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Living Costs Vary Based on Students’ Living Situatns.About half of financially needy students
enrolled in 12-15 units live at home. The LAO estias that these students have on average $11,000
in annual non-tuition costs. Of the students eatblh 12-15 units who do not live at home, the LAO
estimates that about 60 percent are dependentngsudied about 40 percent are independent students.
(Students generally are considered independeritelf tire 24 years or older.) The LAO estimates
average annual living costs of about $15,700 fedestits who do not live at home. These estimates are
based on averages, with any particular studentnpatly incurring notably higher or lower living
costs.

Governor’s Budget Proposal

Provides Funding for AB 19 Fee WaiversThe Governor’s budget includes $46 million to fuhe
expansion of the California College Promise Grangpam. The estimate is based on 2016-17 data of
the number of first-time, full-time students enedllat CCC who did not receive a fee waiver. The
Governor’s budget also includes $758 million todureed-based fee waivers.

Combines Two CCC Aid Programs and Increases Fundingoy $33 Million. The Governor
proposes to create a new program called the ContynGuoilege Student Success Completion Grant
that replaces the rules underlying the existingl-FFuhe Grant and Completion Grant. Instead
of two tiers of funding based on the number of siaitstudent takes per term, the new grant program
would have four tiers. The maximum annual grant idne $1,000 for Cal Grant B recipients enrolled
in 12 units per term, with incremental increases rexipients enrolled in 13 and 14 units, and a
maximum of $4,000 for recipients enrolled in 15tsrper term. The proposal includes language that
funding must not exceed a student’s demonstrateahéial need (as calculated under the federal
methodology).

The Administration’s intent is to provide more fumgl to certain CCC students such that they could
complete their degree more quickly by not workirggnauch. The Administration indicates that the
program is meant to simplify financial aid progranhy consolidating two programs. The
Administration estimates that the cost of the gnamtgram would total $124 million in 2018-19, a
$33 million increase over the combined cost offbh#-Time Grant and Completion Grant programs in
the current year.

Comparing Grant Amounts Under Existing and ProposedRules
Reflects Annual Awards®

Units Per Semester S (ET Governor’'s Proposed Grant Amount
Amount
12 $1,000 $1,000
13 1,000 1,250
14 1,000 1,900
15+ 3,000 4,000

°A student would need to be enrolled full time irttbfall and spring semesters to qualify for the
amounts shown in the figure. Governor’s proposeduats reflect maximum amounts, as awards
could not exceed students’ financial need.

Senate Committee on Budget and Fiscal Review 30



Subcommittee No. 1 April 19, 2018

Program Would Have Annual Reporting Requirements.The proposal requires CCC to report by

April 1, 2020 on outcomes for the first year of ffregram, including information about the number of

grant recipients and their college goals, their GP#&nd how many are on track to complete college
in two or three years.

Legislative Analyst’s Office Comments

No Concerns with the Governor's AB19 Cost Estimate.The Governor’s estimate of the cost of the
AB 19 fee waivers is based on the best availabia. ddough the data underlying the estimate comes
from 2016-17, enrollment growth in 2017-18 and 2098s likely to be negligible.

Recommend Rejecting Governor’'s Proposal to Combindid Programs. The LAO notes that the
Governor’s proposal makes the award rules more toatpd by introducing four award tiers rather
than the existing two. When financial aid programre overly complicated, students might not
understand them, so the programs might not have thtended effects on student behavior. In
addition, complicated financial aid programs candifficult for administrators to understand and
convey to students. Lastly, overly complicated apphes to financial aid can result in policymakers
being unable to identify the specific factors cimiting to program outcomes, such that knowing how
best to refine those programs is especially chgiten

The Governor's proposal does not link grants spmtif with financially needy students’ unmet
living costs. It also does not take into accounw himmet need is likely to vary at different uniaés.
The Governor provides no rationale for why $25@isappropriate amount to provide for a student
enrolled in one more unit. If taking 12 rather tHahunits per term, a student could work for the¢h
hours a week they otherwise would have spent isscéand on homework. At minimum wage, that
student could earn over $1,000 more in the coufsanoacademic year by working rather than
receiving the grant to take one extra unit. The &poer's proposal, therefore, could be more closely
linked to the incentives that students considernatheciding whether to work or take a higher course
load.

The LAQO'’s Alternative Proposal. The LAO recommends an alternative approach to dmlade all
existing aid programs covering non-tuition costs financially needy community college students.
Specifically, the LAO recommend collapsing fundiingm the community college Cal Grant B non-
tuition award ($158 million non-Proposition 98)etlCal Grant C non-tuition award ($5 million non-
Proposition 98), the Full-Time Grant, and the Caetiph Grant (at the Governor’s higher combined
proposed funding level of $124 million Proposit@8). Thus, a total of $287 million would be
available.

The LAO recommends the Legislature consider comtyiwtllege students’ living arrangements as
well as their expected family contributions and efied aid, and applying a reasonable work
expectation. The LAO ran program estimates assurbfdpours per week. After applying a work
expectation of 15 hours per week, an average facoityribution, and an average Pell Grant award, the
LAO estimate that financially needy dependent stiglevho live at home and enroll full-time on
average already have their living costs covered.fibtime dependent students not living at home,
the LAO estimates average unmet living costs of7@2,annually, after applying the same work,
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family contribution, and Pell Grant expectationsr full-time independent students not living at legm
The LAO estimates unmet living costs of $4,300 atiguafter applying the same expectations. For
all financially needy full-time students across laling arrangements, the LAO estimates covering
unmet living costs would total about $500 millionnaally. This cost is significantly higher than
current program costs because all financially ndatitime students’ unmet living expenses would be
covered.

As the $287 million for the new program would badufficient to cover all unmet living costs for
financially needy community college students emalull time, the Legislature could consider vagou
options to prioritize available funding. Alternatly, the Legislature could pro-rate awards downward
covering a portion of unmet living costs for aldincially needy students. The Legislature could als
consider shifting funding from other Proposition @&grams to cover the full estimated cost of the
program. Yet another option would be to develogadusory plan for gradually increasing funding
until full program costs were covered, using anyhef above rationing options during the interim.

Staff Comments

As noted above, financially needy students havér ttees waived under the California College
Promise Grant. AB 19 (Santiago), Chapter 735, 8tataf 2017, expanded the fee waiver program to
students who do not demonstrate financial need1@Rllows colleges to use their program allotments
for other purposes, such as providing more studepport services. To that end, some colleges, such
as Mt. San Antonio College, will use AB 19 fundspimvide support to low-income students. For
example, Mt. San Antonio College plans to use fagdio establish textbook libraries in cohort
support programs and success centers, provide enmrdpans and grants to address food insecurity,
emergency housing, childcare and transportatiodsiee

SB 539 (de Leon) of 2017 sought to create the ConitjwCollege Completion Incentive Grant. This
proposal was eventually adopted in the 2017-18 éudénder the program, students must complete an
education plan identify courses, milestones andrathquirements needed to earn a degree, cerificat
or transfer. Under the Governor’'s proposal, the @wnmunity Colleges Student Completion Grant
will have a substantially similar requirement. T@kancellor's Office notes that colleges financial a
offices have been having difficulty verifying edtioa plans, since their office do not hold the
education plans. The Legislature may wish to casigtions to help community college financial aid
officers and counselors to effectively administeygrams.

The Subcommittee may wish to ask:
1. How are colleges conducting outreach to raise situaleareness of financial aid options?

Staff Recommendation: Hold Open
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Issue 6: Innovation Awards

Panel
* Michelle Nguyen, Department of Finance
» Edgar Cabral, Legislative Analyst’s Office
» Christian Osmefia, Chancellor's Office of the Cahia Community Colleges

Background

2014-15 Innovation Awards for UC, CSU, and CCCThe 2014-15 budget provided $50 million in
one-time funding to promote innovative models afitdr education at UC, CSU, and CCC campuses.
Campuses (or teams of campuses) that had undertakatives to increase the number of bachelor's
degrees awarded, improve four-year completion yatesase transfer across the segments could apply
for awards. Because awards were based on initsa@heady implemented at the campuses, they
functioned more like prizes or rewards than grdotsspecified future activities. A committee of
seven members—five Governor’'s appointees (one egatesenting the Department of Finance, the
three segments, and the State Board of Educatsnyell as two legislative appointees selectechby t
Speaker of the Assembly and the Senate Rules Coeemimade award decisions. The committee
approved 14 of 57 applications, including 6 fronmeoounity colleges. The winning applications were
for strategies that included improving K-12 alignmhevith higher education expectations, redesigning
curriculum and teaching practices to improve outesjrand using technology to expand access to
courses. Each winning applicant received from $2lBon to $5 million in award funds. Award
recipients are to report on their strategies byidanl, 2018 and January 1, 2020. As of this wgitin
the January 2018 compiled reports had not yet bedeased.

2016-17 Innovation Awards for CCC.After rejecting the Administration’s proposal fimore awards

in 2015-16, the Legislature accepted a revised qualpthe following year. The 2016-17 awards
program, funded with $25 million one-time Propasit©8 funds, differed from the 2014-15 program
in three ways: (1) only community college districtauld apply for awards; (2) awards were based on
proposed activities instead of initiatives applitsasready had implemented; and (3) the Governdr ha
more discretion in selecting his appointees toatlvards committee. The program that year authorized
awards for curriculum redesign (such as the impteateon of three-year bachelor's degrees),
competency-based programs (such as efforts to agvedit for military education and training), and
financial aid access (such as increasing the numbstudents applying for aid). The program gave
preference to projects that focused on improvingaues for students from underrepresented groups
or using technology in ways that are not commorigher education. In the spring of 2017, the
committee awarded funds to 14 colleges, with 11rdwvaf $2 million each and three awards of
$1 million each.

2017-18 Innovation Awards for CCC The 2017-18 budget provided $20 million one-time
Proposition 98 funding for a third round of innaweat awards. Like the 2016-17 awards, the 2017-18
program focuses on innovations at the communityegek, with awards for addressing specified
groups of underrepresented students and usingdkgynto improve instruction and support services.
The 2017-18 program is different, however, in thatiminates the award committee appointed by the
Governor and Legislature and tasks the Chancelfifise with making award decisions directly. The
Chancellor’'s Office is to submit interim and fin@ports on these awards by January 1, 2020, and
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2022, respectively. Applications for these awards due March 19, 2018, with winners to be
announced by May 14, 2018.

Governor’'s Budget Proposal.The Governor’s budget includes $20 million one-tiRreposition 98
funding for an additional round of innovation awstd community colleges. As with the awards

funded in 2017-18, the Chancellor’s Office woultl @&ard criteria and select winners. The 2018-19
awards are to focus on innovations that reducenegiachievement gaps across the state and gaps for
students from traditionally underrepresented grolrpparticular, the proposal emphasizes interest i
closing gaps related to degrees and certificatesdad, the number of excess units taken by students
attaining associate degrees, and the number ofsllidents who become employed in their field of
study.

Legislative Analyst’'s Office Comments

Reject Governor's Proposal to Provide $2Million for CCC Awards. The LAO is concerned that
the awards might provide relatively large sums sorall number of community colleges to implement
local initiatives that would not necessarily hateteswide impact. This is because the proposal does
provide for dissemination of innovations to othetleges across the state nor does it do anything to
promote buy-in among other colleges to implemeatitinovations. The LAO is also concerned that
the awards add yet another program to the statetserous existing efforts to improve CCC student
outcomes. The current plethora of student suppmitsaccess initiatives is already challenging for
colleges to coordinate. Moreover, these existitiptives, as well as the proposed changes to (b€ C
apportionment funding formula, are designed to haueh broader statewide impact. The state should
focus on effectively implementing systemwide CCQtiatives. For these reasons, the LAO
recommends the Legislature reject this proposat Oégislature could instead target the funding to
other priorities, like deferred maintenance, that@e-time in nature.

Staff Comments.In addition to the concerns raised by the LAO,fstates that the Legislature has
not received a report on the effectiveness of 04215 awards, which was due on January 1, 2018.
Staff questions whether the state should fund ewidit rounds of innovation awards if it does notda
outcomes from previous awards. The Chancellor'sc®findicates applications would undergo a
rigorous selection process, however, it is unchaaat the process is, and trailer bill language duss
specify what the structure would be. Additionalityjs unclear if this would fund new or existing
innovations that colleges are already implementirige subcommittee may wish to consider whether
the state should fund programs and practices tikges are already doing independently, or if this
something that could be locally funded or througlvaie funding. In recent years, colleges have
expressed concerns about grant fatigue, and theosuhittee may wish to consider whether there is
demand from colleges for these grants, or if tleeeeother one-time priorities that colleges thaséh
funds may be utilized for. Lastly, as the LAO ngtedmerous programs and initiatives have been
implemented over the years seeking to reduce aetment gaps, and staff questions if the innovation
award is the most effective method or if betterrdowtion of existing programs should be considered
instead.

The subcommittee may wish to ask when the Legistaghould expect to receive the report regarding
the 2014-15 awards.

Staff Recommendation:Hold Open.
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Issue 7: State Operations

Panel
* Mollie Quasebarth, Department of Finance
» Edgar Cabral, Legislative Analyst’s Office
» Christian Osmefia, Chancellor's Office of Commui@tlleges

Background

The 17-member CCC Board of Governors, appointedhey Governor, sets policy and provides
guidance for the 72 districts and 114 colleges twmaistitute the CCC system. The board selects a
chancellor for the system. The chancellor functiaaghe chief executive officer of the Chancellor’s
Office. The Chancellor's Office conducts a formahsultation process with CCC stakeholder groups
and brings recommendations to the board for aclitve. Chancellor's Office also administers dozens
of CCC programs, carries out oversight requirecstayutes and regulations, and manages the day-to-
day operations of the system. In addition, the Chblor's Office provides technical assistance to
districts and colleges and conducts regional aagkwide professional development activities—a role
that has expanded in recent years with state fgntbn the Institutional Effectiveness Partnership
Initiative. Altogether, the Chancellor's Office h&g2 authorized positions, of which 144 (83 pertent
are filled.

Chancellor’'s Office Involved in Implementing Severd New Initiatives. In 2017, the state adopted
several community college initiatives that requadeministrative support from the Chancellor’s Office
The 2017-18 budget plan included $150 million aneetProposition 98 for colleges to adopt guided
pathways, an initiative that provides a comprehenfiamework for improving student outcomes. The
Chancellor's Office assists colleges in implementitne initiative by running workshops and
reviewing college plans, among other activitiehdidgh implementing guided pathways is optional,
all colleges have chosen to participate.) The sile enacted Chapter 745 of 2017 (AB 705, Irwin),
which prohibits a college from placing studentinémedial coursework unless placement research
indicates they otherwise would be unlikely to swctéen college-level coursework. The Chancellor’s
Office is currently developing guidance to clartipw colleges can comply with the new law. In
addition, the state adopted Chapter 735 of 2017 {ABSantiago), which expanded the fee waiver
program to all resident first-time, full-time studse during their first year of college, regardleds
financial need. To receive funding for these “AB f&e waivers,” colleges must meet certain
requirements, including participation in the fedetaan program and guided pathways. The
Chancellor’s Office is currently working with cofjes to ensure they meet AB 19 requirements.

Previous Budget Acts.The 2017-18 budget included six new positions ahd $illion in additional
resources to help implement new initiatives androup the Chancellor's Office’s overall capacity to
provide leadership and expertise to colleges. Thggn@ntation was based on a comprehensive review
of central operations conducted by staff from trep&tment of Finance and Chancellor's Office over
the course of spring 2017. Of the total augmemat®618,000 was General Fund to support: two
additional information technology specialists, awnadministrator to oversee guided pathways
implementation, and a second deputy chancellorvi@img an existing vice chancellor position that
had a lower salary range and had been vacant fare sitime). The remaining $454,000 was
reimbursement authority for two research specgbstd an attorney. Colleges and third parties (such
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as research organizations) will be able to usesémeices of these three staff positions on a fee-fo
service basis.

Governor’s Proposal

The Governor’s budget includes $2 million Genenahdrto fund 15 new positions at the Chancellor’s
Office. The funding for eight of the positions—tlkofor a new online community college, a new
community college apportionment funding formulagl @new K-12 career technical education (CTE)
program embedded within the community collegesdi®irWorkforce Program—is tied to proposals
included in the Governor's 2018-19 budget. Fundioig another five positions is tied to recently
enacted initiatives (AB 19 fee waivers, guided patys, and changes to remediation and placement).
The remaining two positions are for accounting hachan resources.

Governor Proposes 15 New Positions in Chancellor@ffice
(Dollars in Thousands)

Purpose Number of Positions | Cost | Type of Workload
Online community college 6 $822  New proposal
AB 19 fee waivers 2 268 Recent initiative
Guided pathways 2 268 Recent initiative
Accounting and human resources 2 199 Other
K-12 career technical education 1 152 New proposal
New funding formula 1 134 New proposal
Remediation and placement 1 134 Recent initiative
Totals 15 $1,977

Legislative Analyst’s Office Comments

Lack of Detail and Justification for Seven Requestd Positions Tied to Existing Workload,
Recommend Rejecting. Last year, the Administration and Chancellor's i€df undertook a
comprehensive review of the office and requestedraé new positions. The Legislature funded those
positions. Neither the Administration nor the Challar’'s Office has explained clearly why new
positions for existing workload are now needed. Egample, neither the Administration nor the
Chancellor's Office has explained why two additiopasitions are necessary for implementing the
guided pathways initiative, especially given oneipon was added last year. If the Administration
continues to believe that even more positions @geired than the ones the state authorized last yea
then it could compile more detailed information wivay those specific workload increases. If the
Administration were to submit a more robust proposxt year, the Legislature could reconsider any
requested positions at that time.

Senate Committee on Budget and Fiscal Review 36



Subcommittee No. 1 April 19, 2018

Need for Two Positions Depends on Policies Adopted/ithhold Recommendation Pending Final
Decisions.The need for positions associated with a new CQG@ihg formula and a new K-12 CTE
program ultimately will depend upon whether thesgppsals are included in the final budget and how
these proposals are structured. For example, ifLdggslature were to enact a more complex CCC
funding formula and require substantial ongoing iwsimg and reporting, the Chancellor's Office
may need more than the one position included inGbeernor’s proposal. On the other hand, if the
Legislature were to streamline several categofcagram requirements in tandem with adopting a
relatively simple new funding formula, the Chance#i Office likely would see a reduction in overall
administrative workload, thereby freeing up stafsitions that could be used in new ways. As the
details of these policy decisions could have suitistaramifications for associated administrative
workload at the Chancellor's Office, the LAO recoemds the Legislature hold off on approving
positions related to the formula and CTE prograiti €inal policy decisions have been approved.

Need for Chancellor’'s Office Positions for Online ©@llege Also Depends Upon Final Policies,
Withhold Recommendation Pending Final DecisionsMuch of the workload described for the six
new Chancellor's Office online college positionsuleb be more appropriately funded through the
online college’s funding. The Governor’'s budgetiuies $120 million Proposition 98 funding for the
online college—$100 million one-time over seven rgeand $20 million ongoing. For example,
program development, hiring, management of inforomatechnology, professional development, and
accreditation efforts typically would be consideramllege responsibilities. To the extent the online
college were to request assistance from the CHanselOffice in undertaking these types of
administrative tasks, the LAO believes this workloeould be covered using the college’s $120
million appropriation. If the Chancellor’'s Officeare to incur other costs to oversee the college, th
Administration could better detail those costs #reh the Legislature could consider increasing non-
Proposition 98 General Fund accordingly at thaetim

Staff Comments

Staff agrees with the LAO as a majority of the resfed positions are related to pending Governor’s
budget proposals that the Legislature has not amtedStaff recommends revisiting the Governor’s
budget request to fund positions when the Legistatuakes final budget decisions.

The subcommittee may wish to ask:

1. Please clarify why two additional positions are essary for implementing the guided
pathways initiative, given the one position waseatithst year for this purpose.

2. What was the results of the comprehensive reviethefhancellor's Office positions?

3. Why is the online college’s $120 million appropidat not enough to cover the expected
workload?

Staff Recommendation:Hold Open
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