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6440UNIVERSITY OF CALIFORNIA (UC)

The 1960 Master Plan for Higher Education designhdtee UC as the primary state-supported
academic agency for research. In addition, the $J@esignated to serve students at all levels dfehnig
education and is the public segment primarily resgume for awarding the doctorate and several
professional degrees, including in medicine and law

There are ten UC campuses: Berkeley, Davis, Inlins,Angeles, Merced, Riverside, San Diego, San
Francisco, Santa Barbara, and Santa Cruz. Ningegktare general campuses and offer undergraduate,
graduate, and professional education. The San Bmancampus is devoted exclusively to the health
sciences. The UC operates five teaching hospitalsos Angeles, San Francisco, Sacramento, San
Diego, and Orange counties. The UC has more th@rréearch centers, institutes, laboratories, and
programs in all parts of the state. The UC alswides oversight of one United States Department of
Energy laboratory and is in partnerships with geviadustry to manage two additional Department of
Energy laboratories.

The UC is governed by the Board of Regents whictieu Article IX, Section 9 of the California
Constitution, has "full powers of organization agml/ernance,” subject only to very specific areas of
legislative control. The article states that "threversity shall be entirely independent of all podl
and sectarian influence and kept free therefronthiem appointment of its Regents and in the
administration of its affairs." The Board of Regenbnsists of 26 members, as defined in Article IX,
Section 9, each of whom has a vdia addition, two faculty members — the chair anck chair of
the Academic Council — sit on the board as nonagpthembers):

e 18 regents are appointed by the Governor for 124gems.
One is a student appointed by the regents to ayeaeterm.

e Seven are ex officio members — the Governor, Lieaé Governor, Speaker of the Assembly,
Superintendent of Public Instruction, president aivg president of the Alumni Associations
of UC and the UC president.

The Governor is officially the president of the Bdbaf Regents; however, in practice the presiding

officer of the regents is the chairman of the bpatdcted by the board from among its members for a
one-year term, beginning each July 1. The regdsts appoint its officers of general counsel; chief

investment officer; secretary and chief of staffiiclahe chief compliance and audit officer.
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Issue 1: Proposition 56

Panel
e Jack Zwald, Department of Finance
e Jason Constantouros, Legislative Analyst’s Office
e Seija Virtanen, University of California

Background

In November 2016, voters approved Proposition S@icivincreased excise taxes on tobacco products
by $2. The measure also prescribes how to distrithe revenues. While the measure specifies that th
bulk of the revenue be spent on health care foritmeme Californians, the measure also specifies
$40 million to UC for “the purpose and goal of ieasing the number of primary care and emergency
physicians trained in California. This goal shadl &chieved by providing this funding to the UC to
sustain, retain, and expand graduate medical adugatograms to achieve the goal of increasing the
number of primary care and emergency physicianhenState of California based on demonstrated
workforce needs.” Proposition 56 states funding tningsprioritized for medically underserved areas
and populations. Additionally, UC must annually ieav physician shortages by specialty across the
state and by regions, and notes that funds maysée 10 address these shortages. Lastly, Proposition
56 noted that residency programs accredited byrédlgleecognized organizations and located in
California are eligible to apply to receive funding

The 2017-18 budget provided UC with $50 million Rroposition 56 funds replace $50 million
General Fund, effectively redirecting General Feapport from UC’s base budget for other purposes.
Generally, General Fund for UC is not earmarkedsfmcific purposes.

Governor’s Proposal

The Administration’s 2018-19 budget proposal cami last year's funding model, and provides $40
million Proposition 56 funds in place of GenerahBHwsupport.

Graduate Medical Education. Following a four-year medical school educationjdest physicians
typically spend three to seven years in graduaticakeducation (GME) or residency training, which
is required for medical licensure. This supervigathing prepares doctors for independent pradice
surgical specialty. California has approximatelyO9Qccreditation Council for Graduate Medical
Education accredited residency programs, whicmgraiearly 11,000 medical residents and fellows.
Roughly 5,000 medical residents are enrolled in $pGnsored residency and affiliated family
medicine programs.

According to UC, since 1965, Medicare has beenatgest single funder of GME. In 1997, Congress
capped the number of residency slots for which talspcould receive Medicare GME funding, and

has not increased this cap. According to UC, capsesidency positions prevent the expansion of
GME training. State funding for the medical resicieraining comes mostly from the Song-Brown

Program administered by the Office of Statewide ltheRBlanning and Development (OSHPD). The
2017-18 budget included $100 million General Fumdrdhree years to OSHPD to support existing
primary care residency slots, create new primame aasidency at new and existing residency
programs, and teaching health centers. UC stastgil average total cost to train a resident augb
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$150,000 per year. For UC, some state General Bupgorts GME, but it is difficult to pinpoint
exactly how much. For example, UC notes that someign of a physician faculty's salary is
supported by General Fund; however it is lumpedith other funds such as federal funding, grants
and hospital revenue.

Legislative Analyst’s Office (LAO) Comments

The LAO’s 2017-18 budget analysis notes that theniiktration’s use of GME funds may not meet
the goals of the measure. While the measure doerequire Proposition 56 revenues to supplement
existing resources for medical education prograhmes,measure does state those funds are to be used
“for the purpose and goal of increasing the nunddgarimary care and emergency physicians training
in California.” LAO notes that using the Propositib6 revenues to replace General Fund resources
used for GME (at least according to Administratestimates) arguably does not meet this goal.

Staff Comments

The Administration’s proposed budget is a contirmnaof the 2017-18 budget, which replaces General
Fund resources with Proposition 56 funds. UC st#tes will result in a loss of General Fund to
support medical schools, and as a result cliniesemue that previously paid for medical resident
training was shifted to the medical schools, amapBsition 56 will be used to funds existing medical
residents rather than grow the number of medicatients.

Should UC receive both $50 million General Fund 48 million Proposition 56 funds in the 2018-
19 budget, UC notes that it will enter into an meanmodum of understanding (MOU) with the
California Medical Association (CMA) Foundationadminister $40 million Proposition 56 grants.

The Legislature may wish to consider whether themmistration’s budget meets the intent of
Proposition 56, or if an alternative approach israrsted. Additionally, should the Legislature wish
backfill General Funds to UC, it may wish to comsidvhere funding will come from. Lastly, the
Legislature may wish to consider if an MOU betwé&#n and the CMA Foundation to administer the
grant program is appropriate, or if there is ano#ity that may be better suited for this, andatvh
level of input or oversight the Legislature may éav this process.

The subcommittee may wish to ask:

1. DOF: What is the rationale for replacing Generaildrsupport at UC with Proposition 56
funds? Is this meeting the intent of Propositio? 56

2. UC: What is the rationale of entering into an MQlatiminister the funds?

3. UC: How many new GME residency slots would be losler the Governor’s budget
proposal?

Staff Recommendation. Hold Open.
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Issue 2: Budget and Tuition

Panel:
e Jack Zwald, Department of Finance
e Jason Constantorous, Legislative Analyst’s Office
e Seija Virtanen, University of California

Background

Tuition and fees at UC and California State Uniitgr@CSU) tend to be volatile, with periods of flat
tuition followed by sharp increases. The period$laiftuition generally correspond to years in whic
the state experienced economic growth, whereaspén®ds of steep tuition increases generally
correspond to periods when the state experienaedession. During recessions, the state has often
balanced its budget in part by reducing state fumdor the segments. UC and CSU, in turn, increased
tuition and fees to make up for the loss of stafgpsrt. This was the case in the recent recession;
between 2004 and 2013, tuition at UC and CSU mioa@ tdoubled as shown in the display below.
However, as the economy recovered, this trend wéstiment started to reverse. The passage of
Proposition 30 and recent budget acts facilitateagreewed investment in public higher education.
Since the passage of Proposition 30 in 2012, thte $tas funded a multiyear investment plan at UC
and CSU. The subcommittee will discuss CSU's tuoiticrease later in the agenda.

Tuition Tends to Increase Sharply After Flat Periods
Year-Over-Year Percent Change in Systemwide Tuition and Fees
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Previous Tuition Increase Proposals.In November 2015, the UC Regents’ authorized the UC
President to increase student tuition by up to @8gnt over five years. This action led to largbligu
outcry regarding the affordability of higher eduoat In response, the Administration and the UC
developed a multi-year budget framework, releasedVay 2015. The Administration proposed
providing four percent unrestricted General Fundebiscreases through 2018-19. Regarding tuition,
UC committed to hold tuition flat for an additionalo years. Moving forward, the Administration
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noted that it is reasonable to expect that tuitcoomcrease modestly and predictably at aroundate

of inflation beginning in 2017-18. The Governor atite UC President also agreed on several
initiatives to reduce the cost structure of the U@eir framework, which was ultimately adopted by
the Board of Regents, requires UC to reevaluate Bawdents’ prior academic experiences are
recognized as part of UC degree programs, how atageograms are structured, and how instruction
is delivered.

In January 2017, the UC Regents voted for a tuitienease of 2.5 percent, or $282, for a total ahnu
tuition of $11,502. Additionally, the UC Regentstew to increase the student services fee by five
percent, a $54 increase for a total of $1,128 adhnukhis generated $48 million in revenue to UC
campuses, net of the amount set aside for undergr@adeed-based aid. According to UC, this funded
additional ladder-rank faculty, lecturers, and g#teé student teach assistants, improving service
delivery in financial aid offices, academic advggirstudent counseling, and other areas of student
support, enhancing graduate student fellowshighnglogy upgrades to classrooms and lecture halls,
and deferred maintenance needs, among othersregkats also voted to increase nonresident tuition
by five percent, or $1,332.

In January 2018, the UC Regents heard an item wpioposed a tuition increase of $288 and a
Student Services Fee increase of $58 for residemiergraduate students, and a nonresident
supplemental tuition increase of $978. This resulta 2.7 percent increase of resident undergraduat
students. The Regents are scheduled to vote onuitien increase at its May 23-24 2018 board
meeting. According to the Legislative Analyst’s O, this would generate approximately $95 million
in revenue to UC, net of the set aside for undelgate need-based aid. Additionally, the California
Student Aid Commission (CSAC) estimates that thidotu increase will result in a $26 million
increase for Cal Grants costs.

Recent Budget Acts. The 2017-18 budget conditioned $50 million on UC etitgy certain
expectations. The Director of Finance is to deteenbly May 1, 2018 whether UC has made a good
faith effort to meet these expectations. These @afiens and their status are described below.

1. Senior Management CompensatiorAdopt a policy that does not provide supplemental
retirement payments for any newly hired senior gane UC Office of the President (UCOP)
adopted this policy change in October 2017, andJiieRegents are scheduled to hear and vote
on the policy change at their March 2018 meeting.

2. Budget TransparencyBeginning with 2018-19, report to the legislativdtueation policy and
budget committees on (1) all revenues and expeamrgituncluding carryover funds; and (2)
UC’s systemwide and presidential initiatives, imtthg a full description of each program, the
sources of revenue, and explanation of how therprog further the mission of the university.
UC has provided greater clarity on the funding ami®@nd sources supporting its systemwide
and presidential initiatives. Whether UC has imgebvts overall budget documents showing
all revenues, expenditures, and carryover fundheocAdministration’s satisfaction is not yet
clear.

3. Status Auditor's RecommendationglC must implement the State Auditor’'s recommenchetio
regarding the UC Office of the President’'s budgercces, staffing levels, and compensation
policies. Of the ten recommendations the Auditdisagpon UC to complete by April 2018, the
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Auditor to date deems one as fully implemented andther as partially implemented. UC
indicates that it is continuing to work on implertiag all of the recommendations.

4. Transfer Enrollment. UC must enroll at least one entering transfer studer every two
entering freshmen for the 2018-19 academic yeavaty campus except Merced and San
Francisco Some uncertainty exists whether two caepyRiverside and Santa Cruz) will
attain the expected freshman to transfer ratioinret Riverside and Santa Cruz campuses
developed a strategic plan to attain the 2 tobrati

Both campuses plan to focus on greater outreactotamunity colleges through increasing
CCC campus visits, hosting campus events, offemioge transfer focused events, tours and
orientations. In addition, Santa Cruz plans toeastnline articulation process; design a new
summer session academy for students planning tsfenato UCSC; allow lower division
applications; review transfer admission and majepgration policies; among others.

Riverside also plans to develop agreements with ®Génte Project, hold summer leadership
residential program to CCC students participatimghe Umoja program, extend application
deadlines for winter 2018, develop a Campus Trar8fiedent Task Force to identify barriers
to transfer students; roll over fall admits to theater term, review lower division transfer
admission requirements; expedite decisions madeamsfer applications; review admissions
policy for major preparation requirements; creatansfer Resource Center, and Transfer
Summer Bridge Program, among others.

In an effort to meet the 2 to 1 transfer ratio, idGlso planning systemwide efforts to better
streamline transfer proceddhese efforts include (1) establishing an agreematht the CCC
Chancellor's Office to share contact informationr fetudents deemed transfer ready,
(2) increasing outreach efforts to community cadl@gunselors and students, and (3) exploring
whether UC could better align its existing transpathways with the associate degree for
transfer (ADT).

5. Activity Based CostingComplete activity based costing pilot program ently underway at
the Riverside campus and implement pilots at twoemo@mpuses in three departments each.
The purpose of activity based costing is to idgmiifogram and course level costs of providing
instruction and other services to students. UC ntepihat it is close to completing activity
based costing at three campuses. The UC has ieditdat it will submit a report summarizing
the outcomes by May™

Governor’'s Budget Proposal

The Administration proposes a $92 million Generahdr (three percent) base increase for UC
campuses. The budget does not include an increagsad UCOP, which the budget began line-item
budgeting for in 2017-18 at $349 million.

Though UC has been considering a potential tuith@nease, the Administration’s budget assumes no
tuition increase. The Governor’s budget summargstiat any tuition increase at UC must be viewed
in the context of reducing the overall cost streetbpecifically, the Governor submitted a lettetite

UC Regents on January 24, 2018, noting that thiidtuincrease is premature,” and “more work is

Senate Committee on Budget and Fiscal Review 7



Subcommittee No. 1 March 15, 2018

needed to reduce the university’s cost to enswestiudents and families have access to an affladab
quality education.” The Governor also noted thaates support for the UC system has grown by $1.2
billion since 2012. Economic expansions do notflastver and the future is uncertain.”

UC Budget Request and Adopted Budget

Though UC has not adopted a 2018-19 budget plandiaft budget prioritizes spending on
compensation and enrollment growth. AdditionallyC Was identified various other high priorities,
including financial aid and mental health servidkat total $70 million. After funding all these
priorities, $69 million would remain available fother cost increases. The LAO compiled the chart
below that highlights UC’s spending priorities, wsll as a brief description from the UC Regents
item.

. .. a Dollars in
Top Priorities Millions
Compensation
Benefit cost increase: This includes $17.1 million for increased employer
contributions to the retirement system from coredy $18.9 million for increases in $44

overall core-funded health benefit costs, and $llfon for retiree health care costs.

Faculty Merit Program. Faculty are generally eligible to be consideredrguwo to
three years for a merit increase, which is intendeward them for excellent teaching 32
and research, as well as fulfillment of their palsiérvice mission.

Represented staff salary incrases Salary increases for represented employees| are
governed by collective bargaining agreements wéabherepresented bargaining unit. 28
These agreements represent about a 3.6 percent isal@ase.

Other Cost Increases

Operating expenses andequipmeni. To preserve the quality of the instructional
program and support activities, UC must reguladglace, upgrade, or purchase new

instructional equipment, library materials, andesthon-salary items. The UC must also $32
purchase utilities to provide energy to its fa@bt This represents a 2.5 percent incregse
Financial aid 18
Debt service 15
Mental health service Funding will allow campuses to make progress @ir fhlans to

hire additional mental health advisors and othesfgssionals to improve students’ 5
access to counseling and related resources

Enrollment Growth

Resident undergraduate (1,500 students) $28
Nonresident undergraduate (1,000 students) 19
Graduate (500 students) 9
Total Top Priorities $231
Remaining Priorities

Funds Available’ $69
Calls on Available Funds

Faculty and nonrepresented staff salary increase For an increase in compensatibn $83
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of three percent for non-represented faculty aradf,stesulting in a projected ne
increase in core fund compensation expenditures.

—

Academic quality. This funding is unrestricted; however, UC citesrfexamples of
how campuses might use the funds: faculty hiringettuce the student-to-faculty rati

faculty start-up costs to help with their reseainbyease graduate student stipends, and 50
increasing undergraduate instructional support.

Deferred maintenance (one time)Current deferred maintenance need is estimated to 35
exceed $8 billion, over $3 billion of which is elitg for State support

Financial aid. This reflects additional financial aid for the tait increase ang 27

enrollment growth.

Enroliment growth (500 resident undergraduates) 9

®Reflects LAO assumptions of UC’s top spending ptis based on UC and state budget document
conversations with UC staff.

P Reflects funding implicitly remaining under Govertsobudget.
“Were UC to add these additional students, $4 milti this cost would be funded from the tui
revenue those students would pay.

In addition to the Governor’s budget proposal, U®rsitted a letter to the subcommittee regarding
their 2018-19 budget request. Specifically, UCequesting an additional $105 million ongoing, and
$35 million one-time above the Governor’'s budgéiisTfunding would be for the following purposes:

Tuition and Student Services Fee$70 million ongoing. This will “buy out” the proged
tuition increase and fund improvements to ensuidestt success and timely graduation, and
will specifically fund, faculty hiring, academic woseling, student mental health services,
graduate student support, and classroom facilities.

Enrollment Growth: $35 million ongoing. These funds will help addrisger class sizes, the
student faculty ratio, and increased demand onestuservices that are consequences of the
enrollment growth of 2,600 students above the 7&08ents funded in the 2015-16 and 2016-
17 Budget Acts, which is $25 million.

Additionally, UC requests $10 million ongoing fo®028-19 enrollment growth. This would
fund 500 California resident undergraduates ($3ionil in 2018-19, in addition to the 1,500
new students that UC plans to fund through redoecand elimination of existing programs
and services (discussed in the following issue cjopin addition, UC requests to fund
enrollment growth of 500 graduate students ($5iomil

Critical Classroom, Laboratory, and Other Campus Mantenance Needs$35 million one-
time. One-time funding to address the most urgeofepts on campuses from the UC’s
backlog of state-supportable maintenance needsor8icg to UC, the UC’s backlog is
approximately $4 billion.
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Legislative Analyst's Office Comments

Transfer Ratio. In a December 2017 letter from DOF to UC, the depant indicated that it thought

UC’s plans were reasonable but additional effors waarranted. In particular, DOF noted that UC
could do more to align its existing transfer patigvavith the ADT. DOF specifically indicated that
UC could demonstrate good faith effort in this dogaentering into a MOUwith the CCC Chancellor’s
Office by May 1, 2018.

Should UC to fall short of achieving the 2 to 1nster ratio in 2018-19, the LAO notes that the
Legislature could consider adopting a systemwidgetanext year instead of campus specific targets.
According the LAO, a systemwide approach would gl greater flexibility to increase transfer
enrollment at campuses where the demand is higlektitionally, the LAO believes UC could
continue working on simplifying the transfer progdesr students, especially by aligning its transfer
admissions and lower division requirements withAle .

Academic Quality. The LAO has concerns regarding the UC’s proposal$&0 million to fund
academic quality programs as campuses have sigmifatiscretion on how to spend this funding, the
Legislature would have little information over hdihese funds are actually used. In addition to the
proposed $50 million for academic quality, UC’s batiplan includes $32 million for a 2.5 percent
increase for general operations and equipment. eTtiesds would be available for equipment
replacement, facility maintenance, and other gresgiidentified by the university. The Legislataiso
may wish to address any concerns related to dttgpand retaining faculty as part of its compersati
increase decisions. The LAO recommends the Legiglatonsider funds for academic quality
initiatives to be a lower priority for 2018-19. Th&O recommends the Legislature specify the use of
the funding in the budget act.

Staff Comments

Transfer Ratio Condition. As noted above, the both Riverside and Santa Cawve ldeveloped
strategic plans to help meet the goal of 2 to b rarr freshman to transfer student. These plars an
activities are approached in five categories: dgwaental outreach, recruitment, admission and
selection, yield, and enroliment.

UC’s Information Center notes that for the fall2if17, Santa Monica College transferred the largest
amount of students to UC in fall of 2017 with 1,28Q@dents, followed by De Anza College and Diablo
Valley College both at 938 students, and PasaddéyaO0llege with 785 students. When looking at
specific UC campuses, UC Riverside received thetriraasfers from Riverside City College (168
students), and Mount San Jacinto College (104 stajlefollowed by Pasadena City College (73
students). UC Santa Cruz received the most tram$fem Cabrillo College transfer (124 students),
and De Anza College (81 students). UC Irvine remetithe most transfers from Irvine Valley College
(298 students), followed by Orange Coast Colle@2 @udents).
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Based on information provided by the LAO and UC, b3 made improvements in the transfer ratio
from 2016-17 to 2017-18.

» Systemwide: The transfer ratio improved from 2.2 tbfreshman for each transfer student.

* UC Riverside: The transfer ratio improved from th5.2 freshman for each transfer student.

» UC Santa Cruz: The transfer ratio improved fromt8.3.7 freshman for each transfer student.

* UC Irvine: The transfer ratio improved from 2.22d freshman for each transfer student.

 UC Santa Barbara: The transfer ratio improved ffadh to 2.0 freshmen for each transfer
student.

While these represent improvements over the laat, yege UC has communicated that they may not be
able to reach the target in 2018-19 for UC Riversad Santa Cruz. The Administration notes in their
letter to UC in December 2017, that since three prs®s have not attained the transfer ratios,
additional work must be done. However, the Admmaisbn has not indicated what the expectations
are to be included in the MOU. Budget bill languagecifies that DOF must certify that UC Regents
demonstrated good faith effort to satisfy this extpgon; however, the Legislature may wish to

consider what constitutes a good faith effort, a@ther UC has demonstrated it.

Tuition and Total Cost of Attendance.According to the LAO, UC tends to have higher antiand

fees compared to other public universities withirailar level of research activity. The national
average for tuition is approximately $11,000, whsr&C currently charges $12,630. In addition to
tuition and fees, other expenses such as housihdoax, personal expenses, books and supplies, and
transportation make up the total cost of attenddoicigher education. The cost of attendance sgarie
across campuses within each system because soraesesp such as housing, vary by location. The
cost also varies depending on whether a studess lbon campus, off campus not with family, or off
campus with family. For each system, students dgivélh home with family have the lowest cost of
attendance. The cost of attendance for studentg)lon campus, and off campus not with family, tend
to be similar.

California has one of the country’s most generadatedinancial aid programs, which helps many low-
income students attend UC. The state’s Cal Graomgram, which will be discussed in detail at a
future subcommittee hearing, guarantees aid tofd@aila high school graduates and community
college transfer students who meet financial neédria and academic criteria. In addition, student
who do not qualify for high school or community legle entittement awards but meet other eligibility
criteria may apply for a limited number of compegtgrants. Awards cover full systemwide tuition
and fees at the UC and CSU, and up to a fixed daftaount toward costs at private colleges. The Cal
Grant program also offers stipends, known as acaessds, for some students to help cover some
living expenses, such as the cost of books, suppéad transportation. A student generally may
receive a Cal Grant for a maximum four years dfuhe college enrollment or the equivalent. Cal
Grant spending is driven by increased tuition aadi@pation. According to UC, 56 percent of
resident undergraduates had their tuition andfidgscovered by state and federal grants, andovei
scholarships, while only 28 percent paid actuatkstr price.”

In addition student loan debt is relatively low.cdeding to the LAO, approximately 55 percent of UC
students at graduation have loan debt, with theageecloan debt of $20,500 for UC students. Student
borrowing at UC is lower than the national averagth 60 percent of students at other four—
year public universities graduating with loans,hndéin average debt load of $27,300. However, this is
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the second year that UC has proposed a tuitioreaser. As the Legislature reviews the Governor’'s
budget proposal and the UC’s budget request, tlgslature may wish to consider the impact this
may have on access and affordability of higher atiog.

The subcommittee may wish to ask:

1. DOF: What other options should UC explore to redtmss?

2. UC: Please provide an update on the status of t&&JMith the Chancellor’'s Office of the
California Community College.

3. UC: Should UC not meet the conditions set in th£7208 budget act, how will the loss of $50
million impact UC and education services?

Staff Recommendation. Hold Open
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Issue 3: Admissions and Enrollment — Freshman, Trasfer, and Graduate Students

Panel
e Jack Zwald, Department of Finance
e Jason Constantouros, Legislative Analyst’s Office
e Seija Virtanen, University of California

Background

Master Plan for Higher Education. The California Master Plan for Higher Educationl®60 set
forth each of the three segments’ missions andestueligibility policies. Specifically, the plan ltsa

for UC to be the state’s primary public researclvensity and directs it to grant bachelor’s, master
and doctoral degrees, and for CSU to focus onuostm leading to bachelor's and master’s degrees.
Additionally, the Master Plan sets eligibility poji for students. For freshman eligibility, UC is to
draw from the top 12.5 percent of public high sdlgraduates; whereas CSU is to draw from the top
33 percent. For transfer eligibility, UC is to adnstudents who have completed lower division
coursework with at least a 2.4 grade point averatpereas CSU is to admit those having at leasd a 2.
grade point average. The transfer function is iekehboth to (1) provide students who do not qualify
for freshman admission an opportunity to earn éhélae’'s degree and (2) reduce costs for students
seeking a bachelor’'s degree by allowing them tenattCCC for their lower division coursework. The
master plan does not include eligibility criteriar fgraduate students. Instead, it calls for the
universities to consider graduate enrollment ihtligf workforce needs, such as for college professso
and physicians.

A-G Requirements. For freshmen, the university systems are resplndidr setting specific
admission criteria intended to reflect their respeceligibility pools. As a minimum criterion, dot
systems require high school students to complstrias of college preparatory courses known as the
“AG” series. The series includes courses in matlense, English, and other subjects. To qualify for
admission, students must complete this series \ehileing a certain combination of course grades and
scores on standardized tests. In 2014-15, 43 peofdngh school graduates completed the AG series
with a “C” or better in each course. For transteidents, the university systems set general educati
and pre-major course requirements. Transfer stadmmpleting these courses and meeting the master
plan’s grade point average requirements are edidir admission.

Eligibility Study. To gauge whether the universities are drawing ftioeir freshman eligibility pools,
the state periodically funds “eligibility studiesThese studies examine public high school graduates
transcripts to determine the proportion of studeme®ting each university system’s admission céteri

If the proportion is significantly different from215 percent and 33 percent for UC and CSU,
respectively, the universities are expected to sdjbeir admission policies accordingly. The last
eligibility study was conducted in 2007. The 20¥Hudget provided $1 million for the Office of
Planning and Research (OPR) to complete a nevb#iigistudy by December 1, 2016.

The eligibility study was completed in July 201 Adaound that for UC, 13.9 percent of public high
school graduates met the UC’s admission requiresriar2015, with 11.2 percent of graduates eligible
through the statewide or local criteria and an talaal 2.7 percent of graduates admitted to UC unde
comprehensive review. While above UC’s expected p2rcent eligibility pool under the Master

Plan, two factors complicate the study’s resultee @s that UC’s results have a margin of error of
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1.6 percentage points, creating a possible rantyeelkee 12.3 percent to 15.5 percent. The otherat th

the eligibility study did not examine where studeatmitted under comprehensive review ranked
statewide or locally, such that the state no lorkg@ws the entire pool of students from which UC is
drawing. Moreover, UC has increased the proportwdnhigh school graduates admitted under
comprehensive review. In fall 2016, UC admittedrfparcent of high school graduates under the
comprehensive review policy.

Trends. In 2015, 47 percent of Californians between the agé8 and 24 (the traditional college

going age) reported attending college. This shams hteadily increased since 2000. In that
year, 35 percent of 18-24 years olds in Califomejported attending college. In 2015, the rate fbr a
18-24 year olds in the nation was 43 percent, W@#iifornia’s rate ranking 9th highest among all

states.

Additionally, LAO notes that UC and CSU residentadiment are at all-time high$n 2016-17, CSU
educated 377,300 resident full time equivalent (F3tddents and UC educated 216,200 resident FTE
students. The 2016-17 enrollment levels are 11lep¢rhigher at CSU and 10 percent higher at UC
compared to their respective levels in 2006-07.ubmoresident enrollment at the universities is less
volatile than at CCC, both CSU and UC experiencenhes enrollment decline during the past
recession.

Enrollment Funding. For decades, the state funded enrollment growdbrdmg to a “marginal cost”
formula that estimated the cost of admitting onditemhal student. The most recently used formula
assumed the universities would hire a new profefsoroughly every 19 additional students and
linked the cost of the new professor to the aversajary of newly hired faculty. In addition, the
formula included the average cost per studentdoulfy benefits, academic and instructional support
student services, instructional equipment, and aifmers and maintenance of physical infrastructure.
The state provided the systems flexibility to dete@e how to distribute enrollment funding to its
campuses. If the systems did not meet the enrotltaeget specified in the budget within a certain
margin, then the associated enroliment growth fagdeverted back to the state. UC estimated i&d tot
marginal cost per student was $18,146, with a sfasee of $10,097. If the segments did not meet the
enrollment target specified in the budget withircextain margin, then historically an equivalent
portion of the associated enroliment growth fundias reverted.

Recent Budget ActsDue to the economic recession, the 2008-09 budggan omitting enroliment
targets to provide UC and CSU flexibility to managfate funding reductions. The state resumed
enrollment funding from 2010-11 through 2012-13 inutwo of the three years, it did not require the
universities to return money to the state if thely $hort of the target. In 2013-14 and 2014-1%, th
state again chose not to include enrollment taiigetse budget.

Beginning with the 2015-16 budget, the state resumetting enrollment targets for UC for the

subsequent academic year. This change was inteéndgiie UC more time to respond to legislative

direction. In the 2015-16 budget, the state setoal dor UC to enroll 5000 more resident

undergraduate students by 2016-17 (than the 201dveh and allocated an associated $25 million in
ongoing funding for the growth. The 2016-17 budg@et continued this practices, setting an
expectation that UC enroll 2,500 more resident updeluate students in 2017-18 than in 2016-17.
The budget provides an associated $18.5 millionfiegent on UC providing sufficient evidence by

May 1, 2017 that it would meet this goal.
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The 2017-18 budget did not designate additionadlifusnto support the additional enrollment in 2018-
19. Instead, the budget directed UC to report bgeD#er 1, 2017, on existing programs budgeted at
UCOP from which monies could be redirected to suppte enrollment growth of at least 1,500
resident undergraduate students. Additionally, letidjl language states that the state and UC share
the cost of enroliment. UC was expected to conasiilt legislative staff and the DOF in the summer
and fall regarding the possible changes. This m®osas designed to give legislative staff an
opportunity to provide input on the possible prognaatic reductions and allow the Legislature to
finalize funding decisions in the 2018-19 budget.

Additionally, the 2017-18 budget provided $5 miflicGeneral Fund to enroll an additional 500
graduate students, and notes that the UC mustt@@enrollment of resident graduate students, and
that there be at least as many resident graduaterss as nonresident graduate students.

Enrollment Funding through Redirection of Funds and Programs. While the budget bill did not
specify a specific amount of funding to be redieecfrom UC, UC proposes to redirect the full $15
million from existing resources and programs toparpenrollment growth of 1,500 students. Of this
amount, $8 million would come from reductions to @s budget. The remaining funds would come
from other sources, including: (1) redirected lotteunds ($3 million); (2) savings, according to UC
by providing certain systemwide programs a smdiligtget increase than otherwise planned for 2018-
19 ($2.5 million); and (3) eliminating certain praghs budgeted at certain campuses ($1.5 million).
Staff notes that UC’s proposal provides preliminaegommendations, and decisions on precise
programs to be reduced or eliminated has not bheahzed or approved by the Board of Regents. The
descriptions below provide additional informatiomdC’s draft proposal; however for some programs
UC has not been able to provide staff with addalatetails.

1. Reductions to the Office of the President ($8 milhin):

e UC Presidential Initiatives Fund ($2 million). This fund is approximately $9.7
million and provides the UC President the oppotiuto invest in areas where UC can
address challenges in higher education and socigig. UC has not decided the
particular initiative or program will be eliminated reduced, however, the Presidential
Initiative currently funds the following:

o Student Public Service FellowshipsThis program annually supports up to
three students per undergraduate campus, or 2@&rgtuh all, to participate in
internships through the UC Washington Center (UCD®d UC Center
Sacramento (UCCS), gaining firsthand exposure ® American political
process and attaining work experience. Fellowsivec&2,500 in financial
support to defray costs of enrollment. Fellows setected based on financial
need and a demonstrated commitment to civic engageamd service.

o President’s Public Service Law Fellowship:This initiative launched in 2016,
with an initial funding term of four years. This axls annual fellowships to law
school students at the Berkeley, Davis, UCLA anth& campuses. The funding
makes post-graduate work and summer positions mccessible for students
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who want to pursue public service legal careersnight otherwise — out of
financial need — seek private sector jobs.

o Smoke and Tobacco Free Student Fellowshipsfhese fellowships support
UC's commitment to a smoke- and tobacco-free enment and to developing
research and policy solutions. This year, 19 appbas were received and 10
were approved for funding. The supported studeotsigcted a diverse set of
projects aimed at advancing smoke- and tobaccopfskeles throughout UC.

o Undocumented Students Initiative: This initiative was launched in 2013 and
provides campuses with funding to address undoctedestudents’ unique
needs through a range of support services, ingdudicademic and personal
counseling, financial aid and legal advising. Irl@0the UC made a multi-year
commitment to expand the program in three key ar€Bs The California
DREAM Loan Program, (2) Establishment of studentrvises staff
coordinators, targeted undergraduate and gradugitewships, and other
financial support, and (3) Expansion of legal segsi through UC'’s
Undocumented Legal Services Center at the UC D&elsool of Law. This
program serves students at eight UC campuses, dimgviree access to an
attorney, consultation on legal rights and protettj and assistance filing for
applicable state and federal programs.

o Global Food Initiative: This initiative seeks to address food security at
campuses and advance a multiyear plan to develbpilat support services and
programs to ensure that students access healthyaiod basic needs resources.
The initiative was launched in 2014 to addressifisee of feeding a world
population expected to reach 8 billion by 2025. ®Eilds on existing efforts
and creates new collaborations among UC’s 10 caespudC Division of
Agriculture and Natural Resources and the LawreBsrkeley National
Laboratory. A semi-annual competitive proposal pescallocates funds to the
campuses for GFl-related research and other aetvstuch as food security on
campuses, the Healthy Campus Network and projesdigaled and led by GFlI
faculty, staff and/or student fellows. GFI workimgoups also identify best
practices and develop the toolkits to implemenirthe

o UC- Mexico Initiative: Launched in 2014, this initiative seeks to create
sustained, strategic and equal partnership betwleerJC and institutions in
Mexico to address common issues such as scienceteamdology, health,
agriculture, and the environment and sustainabilgyery UC campus has
programs on Mexico, ranging from vibrant centerstbividual faculty research
collaborations to Education Abroad. The Initiativengs together these many
activities to provide strategic direction and t@ate synergies among current
efforts.

o UC National Center for Free Speech and Civic Engageent: Launched in
October 2017, the UC National Center for Free Speawl Civic Engagement
will be housed at UCDC, the UC's Washington, D.Gcation. The Center
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brings together people of different backgroundgeeences and views from
across the country to apply the best legal, s@agnce, journalistic and other
research, along with real world experience, to rmfdree speech and civic
engagement policies on campuses, in state legistatind in Washington D.C.

o Carbon Neutrality Initiative: This initiative was launched in 2013, committing
UC to emit net zero greenhouse gases from its inggdand vehicle fleet by
2025. All 10 UC campuses, the UC Office of the R@st, Division of
Agriculture and Natural Resources and Lawrence @&eykNational Laboratory
participate in programs to improve energy efficiendevelop new sources of
renewable energy and enact a range of strategiesittcarbon emissions. A
Global Climate Leadership Council, comprised ofeexél experts and UC
scientists, administrators and students, providedagce in seeking out best
practices, policies and technology to achieve aganbeutrality and to advance
teaching/research in climate change and sustaityalftunded projects include
Student Fellowship Program, Faculty Curriculum Wabidps, and the Climate
Knowledge-Action Network in association with CSU.

o Cuba Faculty Matching Funds: This Multi-Campus Research Program for
three years between 2006 and 2008. Normalizatiotd®+Cuba diplomatic
relations in 2015 prompted UC to explore how it imigxpand its relationship
with Cuban scholars. UCOP now provides funding,cmed by the host UC
campus, for one visiting scholar from Cuba each.yea

e Contingency budget (50 percent reduction, $1.5 midin).

e Professional Services Budget (five percent reductip $1.5 million). UCOP s
conducting zero based budgeting for professionaVicess such as their annual
Pricewaterhouse Coopers financial audit.

e Chancellor's House Maintenance ($0.5 million)Unrestricted funds provided to the
campuses for the chancellor’s residence — thistiwadlly has been part of the Office
of the President budget, but under this proposatpcses will have to fund this
themselves.

e Merit Savings / Unpaid Merit Awards ($0.5 million).
e Administrative Funds for Campus Chancellors ($0.4 rilion).

e Travel and Meetings ($0.4 million).UCOP is doing zero-based budgeting for travel
and meetings. Overall, there will be a 12 perceduction in travel.

e Star Award Policy ($0.25 million). The program allows managers to give one-time
cash awards to staff below the executive levekoognition of performance. Last May,
the UC President reduced the maximum award frod086to $500.
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Outreach and Membership Activities ($0.2 million). This includes outreach
expenditures and memberships in organizations thaiversity faculty and
administrators generally participate in for besigice sharing, recruiting, etc. UC has
indicated that it will limit this reduction to meratship only, and not the outreach
component. Outreach refers to donations UCOP m&k&81c3. The memberships in
2017-18 include: Fair Labor Association, WorkergRs Consortium, Association of
Governing Boards of Universities and Colleges, Asgon of Independent California
Colleges and Universities (AICCU), California Biodieal Research Association, The
Climate Registry, Council on Competitiveness, Ediomn Advisory Board, The
Federal Demonstration Partnership, The Higher Btutd&Jser Group (HEUG), IMS
Global Learning Consortium, The National Associatimf State Universities & Land
Grant Colleges, The Science Coalition, U.S. Greeitdiig Council, WICHE-Western
Interstate Commission for Higher Ed.

Administrative fund for Office of the President ($Q1 million - 60 percent
reduction).

2. Growth in Lottery Funds ($8 million): This would redirect $8 million from the growth in
lottery funds for the purpose of increasing enrelin In 2015-16, UC received approximately
$33 million from the Lottery Education Fund. Funae distributed to campuses based on
enrollments, and campuses used their funding fonpcs needs, such as instructional
equipment, support, library support, science anthnmatiative and instructional computing.

3. Reduced Growth to Campus Programs ($2.5 million)UC funds certain statewide programs
from UC’s main state General Fund appropriatioroteethe remaining funds are distributed.
Five of these systemwide programs receive an anmiiationary adjustment, which are
described below. The UC proposes to reduce thigtiohary adjustment by half.

(0]

Agricultural Experimental Stations ($1.4 million). This is a statewide, multi-campus
organized research unit of the University's Diuisiof Agriculture and Natural
Resources (DNAR), which conducts basic and apptesearch in agriculture and
natural resources. The AES is administered cepntbgllthe Vice President, DANR, and
at the campus level by Associate Directors whoadse the Deans of the colleges of
agricultural sciences and natural resources onBékeley, Davis, and Riverside
campuses.

Neuropsychiatric Institutes ($0.5 million). UC operates two Neuropsychiatric
Institutes (NPIs) at UCLA and UCSF. They servepamary resources for mental
health research and fulfill a critical mission ftive state in educating and training
providers to care for California’s citizens suffegi from mental and developmental
disorders, addictions, and psychological illnesses.

Scripps ($0.4 million).Scripps Institution of Oceanography (SI0) is a UQ8bBgram
that conducts research on and communicates undénstpof the oceans, atmosphere,
Earth, and other planets for the benefit of socaty the environment.
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o Mental Health Teaching Support (MHTS) ($0.2 million). UC operates two Mental
Health Teaching Support programs located at UCLA BRSF. These are designated
for clinical teaching support, but indirectly supisoresearch because it enables UCLA
and UCSF to care for patients who would not otheewie able to afford care, many of
whom patrticipate in research studies. In 2016-1i3 pinogram received $15 million
from State General Funds (set-aside). Other MHIfart funds come from Medicare
and other third-party payer sources.

o Medical Investigation of Neurodevelopmental Disordes (MIND) Institute ($0.1
million). The MIND Institute is a UC Davis campus program aaliaborative research
and clinical center committed to the awarenessgerstdnding, prevention, care, and
cures of autism and other neurodevelopmental dissrd’he MIND Institute educates
future clinicians and researchers in the field @efirodevelopmental disorders; provides
clinical care to 2,500 families annually; and edasaprofessionals and community
members through lecture series, workshops, and eontyrbased clinics and outreach.

4. Eliminated Campus Programs ($1.5 million).

o California Program on Access to Care ($0.9 million) This is a multi-campus
initiative established to provide policy analysisldJC research that will help eliminate
health disparities in California and create a statere all individuals — including the
most vulnerable — have the opportunity to live altigy life.

o Health Initiatives of the Americas ($0.3 million). This initiative is a program at UC
Berkeley's School of Public Health to reduce hedli$parities of the less advantaged
Latino population in the United States.

o US Mexico Social Security and Tax Policy ($0.2 mitin): This program is held at
UCLA, and involves preventing double taxation angerewithholding taxes from
employee and independent-consultant salaries.

o Graduate Fellows Program ($0.1 million):This is a program at UC Berkeley, which
supports the recruitment, training, and matricolatiof students from historically
underrepresented groups in order to increase ti@cétacial diversity of Berkeley's
post-graduate student body and the pool of Ph.ididates for tenure-track positions.

UC Planning for More Enrollment Growth in 2018-19. UC'’s draft budget plan assumes growth in
resident undergraduate students of 2,000 FTE stsides00 more than expected the 2017-18
budget. In addition to the higher growth in residendergraduate enroliment, UC plans to grow
graduate enrollment in 2018-19 by 500 FTE studédgh resident and nonresident) over the 2017-18
level. To cover the costs of the resident undengmteland graduate enrollment growth, UC assumes in
its budget plan and requests that the state prevadeadditional $10 million ongoing General Fund
beyond the Governor’s budget.
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Governor’'s Budget Proposal

The Governor’s budget does not propose new funfdingnroliment growth, nor does it recognize $15
million General Fund redirection from UCOP.

Leqgislative Analyst's Office

The LAO believes that the UC’s proposed list iasonable starting point, as UC met with legiséativ

staff throughout the fall. However, LAO notes thhe identified savings are modest. The LAO

suggests the Legislature may want to consider wenethich a plan meets the Legislature’s intent to
have UC to revisit its cost structure.

Recommend Legislature Consider Enrollment Expectatins for 2019-20 Academic YearThe
Legislature in recent years has established eneolirexpectations one year after the budget year to
better align the timing of budget decisions with’§/@dmissions calendar. The LAO recommend the
Legislature continue this practice and focus iterdaton toward enrollment growth for 2019-20.
Whereas UC’s admission decisions for 2018-19 Igrpele already been made, the Legislature still
could influence UC’s enrolliment levels for 2019-2A. considering possible enroliment levels for
2019-20, the Legislature likely will want to considhe results of the state’s recent eligibilitydst,
which found UC likely is drawing from somewhat bagdts Master Plan pool.

Staff Comments

Staff notes that many programs and initiatives urbasideration for elimination or reduction have
been legislative priorities, specifically, the Urdmented Students Initiative, and Carbon Neutrality
Initiative, among others. While the UC has not limed which programs to eliminate or reduce, the
Legislature may wish to consider if these changesagpropriate or if it should consider redirection
from other sources, and the potential impact thay hmave on Legislative priorities. Additionally eth
Legislature may wish to consider if it is appropgidor UC to bear the full costs of increasing
enrollment, or if the Legislature should support loGheir efforts.

Graduate Enrollment. As noted in the previous section, UC is requestingdditional $5 million to
enroll an additional 500 graduate students. Th&nslar to a request in the 2017-18 budget thag wa
fulfilled by the state. According to UC’s Informati Center, for the fall 2017 term, the UC enrolled
56,275 graduate students, of which, 55 percent Waldornia residents, 47 percent were female, and
14 percent identified as underrepresented mineritiehis is in contrast to the undergraduate
population, which enrolls 216,747 students, of Whi82 percent are California Residents, 54 percent
are female, 29 percent identified as underrepredeminorities.

Over the last few years, the Legislature has imeest efforts to diversify graduate student enreitin
For example, the 2017-18 budget provided $300,00goimg General Fund to the UC Summer
Institute for Emerging Managers and Leaders, whaffers fellowships to undergraduates at
historically black colleges and universities and Haspanic-serving institutions, with the aim of
attracting them to apply to the MBA programs oftetieroughout the UC system.

Additionally, the state provided $2 million in t2©16-17 and 2017-18 to support equal employment
activities for faculty diversity. According to a aent report from the Campaign for College
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Opportunity,Left Out: How Exclusion in California’s Collegesdaituniversities Hurt Our Values, Our
Students, and Our Econopnstudies have shown that academic performanceanegr aspirations are
enhanced when students have faculty of similar ¢packnd, who serve as role models. However,
while 74 percent of students at UC identify as pead color, only 30 percent of tenure faculty, 38
percent of non-tenured faculty, 30 percent of casrgmnior leaders, 17 percent of the academic senate
20 percent of campus academic senate, 21 percddCOIP staff, and 38 percent of the UC BOR
identify as people of color.

The subcommittee may wish to ask:
1. What is the Administration’s position on the UC’soposed list of program and funding
redirection to support enroliment growth?
2. UC: What is the process and next steps for finaizhe redirection proposal?
3. UC: How have campuses and programs reacted tadipegal?

Staff Recommendation. Hold Open
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Issue 4: UC Student Support Services (InformationaDnly)

Panel:
e Jason Constantouros, Legislative Analyst Office
e Seija Virtanen, University of California

Background

The 2016-17 budget included $20 million in one-tifoe support services for “low-income students
and students from underrepresented minority gréupsluding students who were enrolled in Local
Control Funding Formula (LCFF)-plus schools, whighs modeled after Senate Bill 1050 (de Ledn)
of 2016. LCFF-plus schools are schools where miwaia 75 percent of the school’s total enroliment
(unduplicated) is composed of students who areelmglish learners, eligible for a free or reduced
price meal, or foster youth. These schools arabéigor supplemental funding under LCFF. The
additional funding in the budget act was designetth o increase the number of LCFF-plus and other
low-income students who enroll at UC and to expawcddemic support services to ensure their
academic success and timely graduation.

The UC Regents January 2017 board agenda noteis thagust 2016, the UC Office of the President
(UCOP) allocated the $20 million in one-time fundsampuses based on the number of students who
graduated from LCFF-plus high schools who were l@d@mn each undergraduate campus in the fall
of 2015. Students who entered as either freshmérasfers were included in this count. In addition
funds were set aside for outreach services prouigeddC San Francisco and for supplemental funding
for particularly promising and innovative progranifie chart below displays the distribution of funds
and the number of LCFF-plus students by campus.

Supplemental Student Support Services and Programs
(Dollars in Millions)

MUTEEs € : Expenditure by Carry forward by
CRIMEE e s | Al December 2017 December 2017
Students

Berkeley 2,474 $1.55 $1.55 $0
Davis 3,326 $2.09 $1.7 $0.39
Irvine 5,499 $3.45 $2.9 $0.54
Los Angeles 4,226 $2.95 $2.65 $0.3
Merced 2,190 $1.78 $0.49 $1.29
Riverside 4,169 $2.77 $2.12 $0.65
San Diego 2,782 $1.83 $1.38 $0.45
San Francisco n/a $0.3 $0.27 $0.03
Santa Barbara 2,658 $1.73 $0.89 $0.84
Santa Cruz 2,485 $1.56 $1.48 $0.07
Reserve: High-
Potential Prgjects n/a $1.0 $0 $0
Total for All
Campuses 29,809 $20 $15.43 $4.57

Senate Committee on Budget and Fiscal Review 22



Subcommittee No. 1 March 15, 2018

Prior to receiving the allocation of funds, eacimpas was required to provide UCOP with a spending
plan indicating how these funds would be used, whdatome metrics would be tracked, and the
timeline for implementation. The additional one-¢irffunding could be used by campuses to expand
current programs or launch new efforts, but cowtlbe used to fund existing programs at their curre
scale.

Campuses were asked to use 20 to 40 percent offtimeling for efforts to increase the application,
admission, and enrollment of students from LCFFs@ahools. Examples of eligible funding include
partnering with community-based organizations tee@wareness of UC, and better serve LCFF-plus
students and their families, or using UC proprigoftware other tools to identify students attegdi
LCFF-plus schools who are close to achieving U@ilality and providing college advising and
academic enrichment programs to those students.

The remaining 60 to 80 percent is to be used tuigeoacademic support services to enrolled stugents
focusing on those who are low-income, first-generatcollege, or otherwise educationally
disadvantaged. Examples of eligible funding incluagditional academic support and learning
assistance programs for students, including tadgeteport services in the fields of writing and
science, technology, engineering, and mathematidsaining faculty, advisors, and peer mentors how
to best support low-income, first-generation, addoationally-disadvantaged students.

Additionally, for the fall 2017 application cycla order for applicants to receive full consideratin

the comprehensive review process, campuses recepamial rosters of all applicants to from LCFF-
plus schools. For 2018, the UC application systdathbe redesigned to automatically identify these
applicants on their UC applications, which is santio how UC identifies students who qualify foe th
Eligibility in the Local Context Program. Additioltyg UC is also redesigning its application fee
waiver so that applicants who report low family anmees are automatically granted these waivers,
rather than being required to apply for them. Idiaoin to the one-time funding, AB 1602 (Committee
on Budget), Chapter 24, Statutes of 2016, alsoimediuJC to provide direction to each campus
regarding supplemental consideration in the adworisprocess for pupils who are enrolled in LCFF
plus schools, and meet all the same admissionresgants.

AB 1602 also required UC to report by NovemberZ@l 7 and each year thereafter to the Legislature
the number of students who attended a LCFF plusa@nd were admitted to UC, and the number of
students who enrolled, disaggregated by campusloember 2017, UC submitted the repdrhe
Admission and Enroliment of Students from LCFF+HH&rhoolsand provided information about the
application, admit rate, and number of LCFF plusokees system wide, by campus, and by race/
ethnicity, which are displayed in the tables below.
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High School Graduates, Applicants, Admits, Enrolles by
LCFF Plus Statues of High School Systemwide

LCFF+ All High

Schools Schools

H.5. Graduates 141,639 425,730
Applicants 22512 HQ,Ta0

Admits 11,898 53,562

2015 Enrallees 7,172 29 633
Application Rate 16% 21%

Adnut Rate 53% %

Yield Rate ol 35%

H.5. Graduates 138,305 425 033
Applicants 23,250 92,208

Admits I4,305 2 304

2016 Enrollees 8449 34,595
Application Rate 17% 22%

Admui Rate H2% HE%

Yield Rate 50% 36%%

H.5. Graduates n'a néa
Applicants I5 428 OH, 195

Admits [4 388 Gl.6l6

2017 Enrollees £.161 34,153
Application Rate na na

Admur Rate 57% 63%

Yield Rate 57% 33%

As displayed above, the number of applications ahahits from LCFF plus students have increased

since 2015. Specifically, the number of applicamsit up from 22,532 in 2015 to 23,250 in 2016, and

25,428 in 2017. This represents annual increasaebait three percent and nine percent, respectively
Additionally, the number of LCFF plus high schotldents admitted went up from 11,898 in 2015 to

14,305 in 2016, and 14,388 in 2017, representimyi@anincrease of about 20 percent and one percent,
respectively.

Applicants, Admits, Enrollees from LCFF Plus High Shools, by UC Campus

Berkeley Davis Indine Los Angeles  Merced Riverside San Diego Santa Barbara Santa Cruz
Appficants 7781 8447 13,448 11,822 6,519 10,700 9,314 10,325 8617
Admits 1175 2,547 4,258 1,760 3413 4,323 1127 2,754 2317
2015 Enrollees 548 il 1,463 O68 167 927 534 753 ddb
Admit Rate 15% 0% 32% 15% 52% 40 23% 1TH 2%
Yield Rate AT% 30% 34% 55% 21%. 21% 25% 17% 19%
Applicants 7674 B 869 14,153 12,097 7422 11,833 5481 10,561 8623
Admits 1,102 3,038 4,419 1,981 5071 6,109 3,240 2,758 2529
2016 Enrollees 531 877 1,355 1,208 035 1,604 905 611 vz
Admit Rate 14% 3% 31% 16% BER 51% 34% 165 29%
Yield Rate 48% 29% 31% 61% 19% 26% 28% 22% 15%
Applicants 8216 9,375 15,907 13,161 8,322 13,0489 10,367 11,007 9,729
Admits 1345 3213 3586 1,742 547G 5,202 3161 2,939 2,237
2017  Enrollees 620 958 1,156 1,054 1,159 1,236 963 610 d08
Admit Rate 16% 3% 13% 13% 565 Al 30% 2% 23%
Yield Rate a6% 30 3% B1% 21% 24% 0% 21% 18%
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In 2017, UC Riverside, UC Irvine, and UC Merced fiag largest number of incoming freshman from

LCFF plus high schools. UC Davis, UC Merced, and®4D Diego showed increases in the number of
incoming freshman in both 2016 and 2017. At sixtled nine campuses, the number of incoming
freshman from LCFF plus schools grew from 20150b72

High School Graduates, Applicants, Admits, Enrolles from LCFF Plus High Schools,
By Race and Ethnicity

African American Hispanic, Asian/Pacific Two or More
American Indian Latinola) Islander White Unknown Races

H.5. Graduates 10,822 679 106,211 11572 10,741 397 1,217
Applicants 1,503 45 16,002 3,684 858 440 nfa

Admits 535 25 2,150 2468 535 184 nfa

2015 Enrollees 313 13 4,774 1662 307 103 nfa
Application Rate 14% T 15% 32% B% 111% nfa

Admit Rate 6% 56% 51% a67% B2% 42% nfa

Yield Rate 59% 52% 59% 67% 57% 56% n/a

H.5. Graduates 5,638 660 105,475 10,381 10,207 433 1461
Applicants 1,491 48 16,924 3,589 794 404 nfa

Admits E9E 37 10,191 2,644 514 221 nfa

2016 Enrollees 393 15 5,828 1,803 290 120 nfa
Application Rate 15% T% 16% 35% 8% 34% nfa

Admit Rate 47% 7% 60% T4% 65% 55% nfa

Yield Rate S56% 41% 57% 68% 56% 54% nfa

H.5. Graduates nfa nfa nfa nfa nfa nfa nfa
Applicants 1,611 47 18,745 3,749 802 474 nfa

Admits 740 21 10,320 2,563 509 235 nfa

2017 Enrollegs 406 11 5,700 1,658 270 116 nfa
Application Rate nfa nfa nfa nfa nfa nfa nfa

Admit Rate 46% 45% 55% 68% 63% 50% nfa

Yield Rate 55% 52% 55% 65% 53% 49% nfa

The share of freshman applicants, admits, and leesolfrom LCFF plus high schools who were
underrepresented minorities (URMS) increased i BOtL6 and 2017, even as the share of LCFF plus
high school graduates who were URMs stayed abeusdime. In 2017, 80 percent of applicants from
LCFF plus high schools were URMs, up slightly fragi® percent in 2015 and 79 percent in 2016.
URMSs represented 77 percent of admits in 2017, ajsdrom 2015 (73 percent) and 2016 (76
percent). Three-quarters (75 percent) of the inagnieshmen from LCFF plus schools in 2017 were
URMSs, up from 71 percent in 2015 and 74 percen20d6. The share of LCFF plus high school
graduates who were URMs stayed fairly steady gieé88ent in 2015 and 84 percent in 2016, the latest
years of data available. In all three years, thgedst racial/ethnic group among applicants, adraitg,
enrollees from LCFF plus high schools were Hispduaitino(a).

The number of African American admits and enrollfesn LCFF plus high schools in the incoming
class grew steadily from 2015 to 2017. The numbemdmits went up 30 percent in 2016 and six
percent in 2017, while the number enrolling wen®épercent in 2016 and nine percent in 2017. This
was the only racial/lethnic group showing this pattef year-by-year growth among admits and
enrollees from 2015 to 2017. There were 1,611 Afridmerican applicants, 740 admits, and 406
enrollees from LCFF plus high schools in 2017.

The subcommittee may wish to ask:
1. Please explain why there was a delay in distrilguftmds? What is the timeline to distribute
the remaining funds? How will the colleges contitiueir efforts with this population?
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Issue 5: Capital Outlay and Deferred Maintenance

Panel
e Sally Lukenbill, Department of Finance
e Jason Constantouros, Legislative Analyst’s Office
e Seija Virtanen, University of California

Background

Capital Outlay. Prior to 2013-14, the state funded constructiorstafe-eligible projects by issuing
general obligation and lease-revenue bonds anappated funding annually to service the associated
debt. General obligation bonds are backed by thHefdith and credit of the state and require voter
approval. Lease-revenue bonds are backed by rpajsmhents made by the segment occupying the
facility and only require a majority vote of thedislature. The debt service on both is repaid fthen
General Fund. State-eligible projects are facditinat support the universities’ core academic
activities of instruction, and in the case of U@search. The state does not fund nonacademic
buildings, such as student housing and diningifeasl|

AB 94 (Committee on Budget), Chapter 50, Statufea0d3, and SB 860 (Committee on Budget and
Fiscal Review), Chapter 34, Statutes of 2014, eslithis method by authorizing UC and CSU,
respectively, to pledge its state support appréipra to issue bonds for state-eligible projects] as

a result, the state no longer issues bonds forewsity capital outlay projects. The authority pa®dl

in AB 94 and SB 860 is limited to the costs to dasiconstruct, or equip academic facilities to
address: (1) seismic and life safety needs, (29lement growth, (3) modernization of out-of-date
facilities, and (4) renewal of expansion of infrasture to serve academic programs. SB 860 also
included the deferred maintenance for CSU. Mostndg, SB 85 (Committee on Budget), Chapter 23,
Statutes of 2017, authorized UC to pledge its stafgort appropriations to issue bonds for deferred
maintenance. Additionally, the state allows eaclvemity to pay the associated debt service of
academic facilities using its state support appabion.

UC and CSU are required to manage its capital pragso that no more than 15 percent and 12
percent, respectively, of its General Fund supappiropriation, less general obligation bond paysent
and State Public Works rental payments, is useddaapital program. SB 860 also included theost
to design, construct, or equip energy conservaiiojects for CSU. Additionally, the state allowskea
university to pay the associated debt service aflamic facilities using its state support apprdjmma

In order to use its General Fund support for debtise payments, state law requires UC and CSU to
receive approval from the DOF on each of the ptejdollowing legislative review. Under the review
process, DOF is to submit a preliminary list of egy@d projects to the Legislature by February Thwi
the final list submitted no sooner than April 1,180

Deferred Maintenance.The 2015 Budget Act provided UC with $25 millionestime General Fund
to support deferred maintenance projects. The Zddget Act provided $35 million in one-time
General Fund to UC. The Governor has made no sipritgposal this year.

2017-18 Budget Act.For 2017-18, the Administration approved six pctgewhich would correct
seismic and life safety deficiencies for acaderaiglities, one project would entail constructionaof
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new science facility at the Irvine campus. Addittly, the Administration approved $35 million in
bond funding for deferred maintenance, and $15anilto conduct an assessment of the conditions of
academic facilities. This resulted in $161 million bond authority for capital outlay and deferred
maintenance projects.

Preliminarily Approved Projects

In September, UC submitted a list of nine capitalay projects proposed for 2018-19 totaling in $30
million in state costs. Consistent with state &€ would fund these projects by issuing bonds and
paying the associated debt service from its staiee@al Fund support. In addition to bonds supported
by state funds, UC would use non-state funds tgleapent funding for six of the nine projects.
Accounting for all proposed state and non-statals$urthe nine projects would cost $324 million in
2018-19 (for specified phases) and $464 milliomltGnhcluding all phases). On February 6, 2018, the
Administration submitted a letter to the Legislatyreliminarily approving nine projects described
below. UC estimates that the maximum projected ggeege will be approximately 6.3 percent. The
LAO chart below describes UCs nine capital outlyuests.

University of California 2018-19 Capital Outlay Reqiest
(Dollars in missions)

2018

19 All Years

Campus Project
State | State | Total

Cost Cost | Cost

Systemwide | Deferred maintenance (Construction Phase): UCdpgsing to useg $35 $35 $35
bond funds to undertake $35 million in deferred mtenance
projects. The budget year would mark the fourthsecntive year
the state has provided or authorized funding sipadlif for deferred
maintenance at UC. In 2017-18, the state also appr$15 million
for UC to fund a team of experts to visit each casand assess the
current condition of academic facilities. One gohthe assessmerj
is to attain a more accurate estimate of UC’s defemaintenance
backlog.

—

Systemwide | Northern Regional Library Facility, Phase 4 expansi 30 30 325
(Construction and Equipment ph&keThe facility, which is locateg
in Richmond, is one of two libraries (the otherinsLos Angeles)
that provide overflow storage to UC campuses. e libraries
together store around 14 million of UC’s 40 millimolumes. The
two facilities currently have combined capacityaodund 15 million
items. Based on historical growth of UC’s collenBpUC estimates
the two facilities will reach capacity sometime ee¢n 2018 and
2022. The proposed project would add 26,610 grgears feet to
the northern facility, which would increase totapacity of the two
regional libraries to around 18 million volumes (amcrease of
around 20 percent).

San Diego New Ridge Walk Complex (Construction pliasThe new facility | 50 50 117.4
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would consolidate departments and programs witkerivisions of
social sciences and arts and humanities. New spaoél include

research offices, graduate student offices, atdiamning spaces, and

conference and collaborative spaces. By comparsangjority of
the space at San Diego (69 percent) would be farltfaand staff
office space. In its proposals, UC notes that Saeg® would
relocate existing administrative and advising smwi of certain
academic departments into the new buildings.

Davis

New Teaching and Library Complex (Construction gh3s This
would be a new facility for general assignment slasms. UC does
not provide a specific breakdown of space for tla@i® project but
indicates the new building would have 2,000 clamsrgeats as wel|
as study space. In addition to constructing stafgmartable space|,
some of the projects would construct nonacademacespsuch as
student recreation rooms, that would be supportgdndn-state
funds.

50

66

Riverside

New Student Success (Center Preliminary plans, wgreirawings,
construction, and equipment): This is for a newilifscfor general
assignment classrooms, co-located student advieffiges, and
multipurpose student life spaces. Most of the stafgportable spac
would be for classrooms (89 percent). Riverside Idiotelocate
existing administrative and advising services oftate academic]
departments into the new buildings.

19%)

50

60.3

Santa Cruz

New Kresge College academic building (Working draysf): This
would house academic programs including a lectuaé With
approximately 600 seats. Approximately 60 percehtthe new
facility would be for faculty and staff office spacSanta Cruz would
relocate existing administrative and advising smwi of certain
academic departments into the new buildings.

50

53

San
Francisco

Health Sciences Instruction and Research seismimvedion

(Construction phas®: This would seismically improve utilities and

building systems to minimize disruption during ajonsearthquake
and the upgrade the facility’s seismic rating todldll.

37

47.4

Berkeley

Giannini_Hall seismic renovation (Construction pha3: This
project would reinforce the structural componerft&@nnini Hall
to improve its resistance to seismic forces andrigeosubstantial
life safety protection to its occupants during egéaseismic event
The preliminary plans and working drawings phadethis project
were approved last year.

39.2

39.2

San
Francisco

Health Sciences Instruction and Research life wafehovation

(Construction phas®: This project is to remediate life-safety egress

impediments with selective and strategic renovation multiple
floors in the health sciences and research comgleacifically in
the health sciences east and health sciences wesrst The
preliminary plans and working drawings phases i fhoject were

13

13
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approved last year.

Totals 300.8 | 354.2 | 463.8

#Previous phases funded by non-state funds.
®Previous phases approved and funded by state.
C = construction; E = equipment; P = preliminargrid; and W = working drawings.

Projects Would Cost $22 Million in Annual Debt Serice. UC estimates it would begin paying debt
service on the projects in 2020-21, with debt sendosts rising to $22 million annually by 2023-24.
UC anticipates requesting authority for the cortom phase of the Santa Cruz project in 2019-20,
which it estimates would have an additional debtise cost of $3.4 million annually. Including cest
from previously approved projects, UC estimatesdébt service costs would rise to $252 million in
2024-25 and remain around that level in subseqyesants. As a share of its General Fund support, UC
estimates its debt service costs would rise tgér8ent. Under state law, this debt service raimot
exceed 15 percent. This statutory limit excludegnpents UC makes annually on general obligation
bond debt. Including those payments, total dehticeicosts at UC would be $416 million in 2024-25,
around 10 percent of what UC forecasts its Gertaratl support to be that year.

Legislative Analyst's Office Comments

Costs Vary Notably for New Facility Projects.UC’s construction costs would vary from $1,400 per
assignable square foot at the Santa Cruz camp$68® per assignable square foot at the San Diego
campus. Even costs for similar spaces would varypkoject. Classroom space at Riverside, for
example, would cost around double for that same tffspace at San Diego. UC noted several general
reasons why costs might differ across projects.dxample, certain market conditions in a campus’s
region, such as a labor shortage, could increasts.c@/hile these general concepts are reasonable,
LAO notes that UC has not provided specific explims regarding the wide variation in proposed
project costs this year.

For any UC construction project the Legislature lddike to consider in 2018-19, LAO recommends
it direct UC to report on construction costs parasg foot and explain any variation in these cfusts
the same type of space across campuses. To the eEas unable to provide sufficient justification
LAO recommend the state withhold authorizationhaf projects.
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Construction Costs Vary Notably by Proposed Project
Cost Per Assignable Square Foot for New Facility Projects
$1,400 -
1,200
1,000
800
600
400 -
200
Santa Cruz I Riverside I Davis I San Diego

Recommend Legislature Require UC to Develop Compremsive Maintenance PlanThoughUC

is currently studying the condition of its existifagilities, the LAO believes UC would benefit from

(1) a long-term funding plan to retire its backlagd (2) a review of its current scheduled mainteea
practices (such as setting funds aside when netgragsare installed) so as to avoid the reemergence
of future maintenance backlogs. Without both plenplace, the Legislature cannot have confidence
that UC’s capital program is being well managed amamintained. To address concerns regarding
maintenance practices at UC, the LAO recommendd diggslature adopt budget language requiring
UC to develop a long-term maintenance plan. The gheould include (1) a multiyear expenditure plan
for eliminating the backlog of projects, includipgoposed funding sources; and (2) a plan for how to
avoid developing a maintenance backlog in the &tur

UC Library Holdings Continuing to Grow. About every ten years, the state has provided funds
expand the Northern Regional Library to accommod#@és growing collections. UC anticipates its
collections will grow by 300,000 items annually ovlee next several years. While adding more space
has been the Legislature’s traditional approach attdressing expanding library collections,
opportunities now exist to store documents in d@alidormat rather than storing as physical volumes
In recent years, UC has tried to expand its diditatings through the California Digital Library, a
systemwide program housed at UCOP. Expanding stfoitsecould reduce some of the need for
additional space. As part of its review, the Legiste could ask UC to identify current digital
collections and efforts to convert physical itemt®idigital format. The Legislature also could &R

to do a reassessment of the need to maintainzbeo§its existing physical library collections.

Staff Comments

As noted in the previous agenda item, UC is regues$35 million General Fund for deferred
maintenance. This is in addition to the bond fufas$35 million in the DOF preliminary approved
capital outlay letter, for a total of $70 millione@eral Fund for deferred maintenance in 2018-19 on
the most critical needs. Additionally, in 2017-1Be Administration approved $15 million in bond
financing for UC to fund a team of experts to vis#ich campus and assess the current condition of
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academic facilities. Previously, UC notes that cas®&s have only been able to collect limited detkerre

maintenance information as it is encountered dupreyentative and corrective maintenance visits.
This approach only identifies emergency and clititans, rather than providing for the systematic

and comprehensive approach that a new facility tiomd assessment would require. One goal of the
new assessment is to attain a more accurate estoh&iC’s deferred maintenance backlog. UC notes
that it has hired 12 staff (four at Davis, Los Alege and Santa Barbara, each) to conduct
comprehensive facility assessments, which is guatied to be complete by December 2021. In
addition to assessing facilities, the goal is Bpaireate a standardized assessment approach athong
campuses.

The subcommittee may wish to ask:

1. UC: What is the rationale for requesting both addal general fund and bond financing for
deferred maintenance?

2. UC: What is the rationale to fund deferred mainteaprojects prior to the completion of the
comprehensive assessment or maintenance planasmanded by the LAO.

Staff Recommendation. Hold open.
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6610CALIFORNIA STATE UNIVERSITY

The California State University (CSU) system is poised of 23 campuses, consisting of 22
university campuses and the California Maritime d@ay. The California State Colleges were
brought together as a system by the Donahoe Higdecation Act of 1960. In 1972, the system
became the California State University and Collegee name of the system was changed to the
California State University in January 1982. Thelest campus, San Jose State University, was
founded in 1857 and became the first institutiopwblic higher education in California. Joint daetio
degrees may also be awarded with the UC. The progaals of the CSU are to:

e Provide instruction in the liberal arts and scienndbe professions, applied fields that require
more than two years of college education, and eraetiucation to undergraduate students and
graduate students through the master's degree.

e Provide public services to the people of the stht€alifornia.

e Support the primary functions of instruction, pabBervices, and student services in the
University.

e Prepare administrative leaders for California puldlementary and secondary schools and
community colleges with the knowledge and skilleded to be effective leaders by awarding
the doctorate degree in education.

e Prepare physical therapists to provide health sareices by awarding the doctorate degree in
physical therapy.

e Prepare faculty to teach in postsecondary nurshogrpms and, in so doing, help address
California's nursing shortage by awarding the d@teodegree in nursing practice.

The CSU Board of Trustees is responsible for thersight of the system. The board adopts rules,
regulations, and policies governing the CSU. Thartddhas authority over curricular development, use
of property, development of facilities, and fisesld human resources management. The 25-member
Board of Trustees meets six times per year. Boaedtimgs allow for communication among the
trustees, chancellor, campus presidents, execetvemittee members of the statewide Academic
Senate, representatives of the California StateleéBitu Association, and officers of the statewide
Alumni Council. The trustees appoint the chanceldro is the chief executive officer of the system,
and the presidents, who are the chief executiveesff of the respective campuses.
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Issue 6: CSU Budget and Tuition

Panel

e Daniel Hanower, Department of Finance
e Paul Steenhausen, Legislative Analyst’s Office
e Ryan Storm, California State University

Background

As noted in earlier in the agenda in “Issue 1: Ug@et and Tuition,” tuition and fees at UC and CSU
tend to be volatile, with periods of flat tuitiooliowed by sharp increases. The periods of flatani
generally correspond to years in which the stapee&nced economic growth, whereas the periods of
steep tuition increases generally correspond tm@gemwhen the state experienced a recession. During
recessions, the state has often balanced its budgeirt by reducing state funding for the segments
UC and CSU, in turn, increased tuition and feeséike up for the loss of state support. This was the
case in the recent recession; between 2004 and, 20iti8n at UC and CSU more than doubled.
However, as the economy recovered, this trend wéstinent started to reverse. The passage of
Proposition 30 and recent budget acts facilitategreewed investment in public higher education.
Since the passage of Proposition 30 in 2012, e $tas funded a multiyear investment plan at UC
and CSU.

After several years of flat tuition, CSU Board oti$tees voted in March 2017 on a five percentdniti
increase, or $270, for a total annual tuition praée$5,742. The tuition increase took effect inl fal
2017. This tuition increase generated about $77l®min net revenue, after spending $38 milliom o
State University Grant (SUG) to students. This aoldal revenue was used to cover the Graduation
Initiative 2025, described in later in the agenda.

In January 2018, the CSU Board of Trustees hearditem to increase tuition for resident
undergraduates by $228 (four percent) for a tafigion price of $5,970. Tuition for nonresidentsdan
resident graduate students would increase by soepe The proposed tuition increase would generate
about $70 million in additional net revenue. TheaRbof Trustees is scheduled to vote on the tuition
increase at its May meeting. The California Stud&idt Commission notes that this tuition increase
would increase costs for Cal Grants by $23 millim2018-19.

As noted previously, the Administration providednalti-year budget framework to UC, providing
annual four percent base increases. Under the Aslimation’s framework, CSU received the same
amount of base funding increase as UC.

Governor’'s Budget Proposal

The Governor's budget proposal provides a $92.lianilunrestricted base increase to CSU. The
budget does not assume a tuition increase. Howemethe Governor's Budget Summary, the
Governor expresses a desire for CSU to reducedsstructure and to keep college affordable fbr al
students. Additionally, the summary indicates tre/&nor’s desire for CSU to use a portion of his
proposed unrestricted base increase for the Griaguaitiative 2025.
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CSU Budget Request

Whereas the Governor’s budget includes a $92 millcrease over 2017-18 for the CSU, the CSU is
requesting a $283 million increase. This is $191lioni higher than the Governor’'s proposed level
(CSU is formally requesting an increase $171 millas it counts additional revenue of $20 million
from enrollment growth, which is not assumed in @a&vernor’'s budget). Of the $283 million, CSU
would like $263 million to come from the state Gextdund and $20 million to come from higher
tuition revenue resulting from one percent enrolitngrowth. As the LAO figure below shows, the
largest single component of CSU’s spending pladlid2 million for faculty and staff compensation
increases. CSU also is requesting funding for rsd@ation Initiative, basic cost increases, enrelin
growth, and capital outlay projects.

Dollars
Governor’s Budget Proposal in

millions
Unrestricted base increase (2.4 percent) $92.1
Pension adjustment 24.9
Retiree health benefits adjustment 20.3
Open educational resources a 1.7

Center for California Studies: This funding increas for (1) $100,000 in new General Fu| 0.2
support for the California Education Policy FelldwsProgram (the program has been suppo
entirely by nonstate funding since it began in 20I% and (2) $81,000 for a cost-of-livin
adjustment to executive, assembly and senateddigis| and judicial fellowship stipends.

Total $139.2

CSU Budget Request

Compensation: The CSU system has 13 representeldyaraproups. CSU estimates this woulé$122
fund a compensation pool for current, tentative pedding contracts, and new contracts open in
2018-19 and a 2.5 percent salary increase to mesented employees.

Graduation Initiative 75

Basic and mandatory costs: These costs includeases for employee health ($12 million)31
retirement benefits above the state-funded amdbiit (illion), state minimum wage increasgs
($4 million), and operations and maintenance oflp@enstructed facilities ($3.6 million).

Enroliment growth: For one percent or 3,641 FTESkment growth. 40

Facilities projects: This funding request is addresitical infrastructure and utility renewal 15
projects and facility renovation, as well as to dulimited capacity growth to serve new
enrollment.

Total $283b

a Funding authorized pursuant to Chapter 633 05Z8B 798, Bonilla).
b Of this amount, CSU requests that $263 milliomedrom the state General Fund, with the remai6i2(Q
million generated by tuition revenues from one pat@nrollment growth.
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Legislative Analyst’s Office CommentsThe Legislature faces key decisions each year degacost
increases at CSU. Typically, the Legislature gifrest priority to covering cost increases needed to
maintain existing services. At the CSU, the largektthese costs relate to compensation and
enrollment. After addressing these base issued. @geslature then typically considers proposals for
program expansions or new programs. After makingsttens about which CSU cost increases to
support, the Legislature has to decide how to ctivese cost increases. In addition to state funding
student tuition constitutes an important sourcduoiding for CSU. State General Fund and student
tuition revenue each makes up roughly half of CSt#ise operating budget. Absent an increase in
student tuition revenue, this means that any irseraa General Fund support results in an overall
increase to CSU'’s core budget of about half thavwarh For example, a three percent General Fund
increase equates to about a 1.5 percent overaiaee in CSU’s core budget. Though the Legislature
could choose to have the state bear the full efdé@pproved cost increases, it alternatively could
consider sharing any cost increases about evehlyeka the state and non-financially needy students.
The state provides full tuition coverage for fingtly needy students. Such an approach would
recognize the notable public and private benefiss GSU education.

Staff Comments. As noted earlier in the agenda, each year, aroQmedcent of UC and CSU
undergraduates take out loans, with an averageahtman amount of $5,400 per borrower. Slightly
more than half of UC and CSU students have loart délgraduation, with debt at graduation
averaging $20,500. Student borrowing in Califortémds to be lower than in other states. For
example, about 60 percent of students at four-pehlic universities nationally graduate with loan
debt, with an average debt load upon graduatio$23f300. Compared to the average fee level of
similar public universities in other states, CSt#sd to be notably lower.

The Governor’s budget summary notes that the Adstration remains concerned about the impact of

tuition increases on lower income students andlfasnand believes more must be done to reduce the
universities' cost structures. Further reforms &hdae implemented before the segments consider
charging students more. The Administration has eorto reduce the overall cost structure of higher

education through various initiatives.

At the January 2018 Board of Trustees meeting, t@m iregarding University Operational
Effectiveness Initiatives was heard. The item dbservarious initiatives the CSU pursued to reduce
costs while maintaining or improving the ability teliver core educational services. Some of the
initiatives started a few years ago and, accorthn@SU, have annually ongoing savings. For example
CSU sponsored legislation that allows campusesolicitsproject bids on a website and achieve
savings that would have otherwise been spent amn advertising. This netted the CSU $4.6 million
cost reductions per year. Other initiatives appgednave yielded one-time savings. For example, the
CSU bid out the systemwide data center this yedraahieved savings of $1.8 million per year over
the next five years by utilizing a combination dfygical data center and utilization of cloud sessic
CSU reported that these efficiencies have yieldedad of $119.5 million in cost avoidance.

The subcommittee may wish to ask:

1. DOF: What initiatives or changes do you expect C®Utake to reduce its overall cost
structure?

Staff Recommendation: Hold Open.
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Issue 7: Enrollment, Admissions, and Impaction

Panel
e Daniel Hanower, Department of Finance
e Paul Steenhausen, Legislative Analyst’s Office
e Nathan Evans, California State University

Background

The California Master Plan for Higher Educationaishes student eligibility policies. For freshman
eligibility, CSU is to draw from the top 33 perceahd for transfer students, CSU is to admit those
with at least a 2.0 grade point average. Additignals a minimum, CSU requires high school students
to complete A-G courses. As noted earlier, the 204 ®udget provided $1 million General Fund to
the Office of Planning and Research to conductligibaity study of UC and CSU. The study found
that 41 percent of public high school graduates G&#t)’'s systemwide admission requirements in fall
2015. This proportion is notably higher than CSEsgpected eligibility pool of 33 percent. It also is
the highest proportion of graduates CSU has draam fsince the 1960s as the LAO figure shows
below. Because CSU admission requirements havehaoiged since the last eligibility study in 2007,
the increase since then is likely due to the grestiare of high school graduates completing the AG
series.

Recent Budget Acts.Historically, the state funded enrollment growthGSU based on a marginal
cost formula, and set enrollment targets annuhdl2017-18, CSU estimated its total marginal cast p
student was $10,649, with a state share of $8 8gdhoted previously, during the economic recession,
the state did not include enroliment targets ireotd provide CSU flexibility to manage state fumgli
reductions. The 2015-16 budget resumed enrollnagets for CSU. In fact, the 2015-16 budget fully
funded CSU’s budget request of $97 million Genénahd above the Governor's proposal of $119
million. The 2016-17 budget included budge billeint language to increase enrollment by at least
10,400 FTES, or three percent, by the end of fall& when compared to 2014-15. Additionally,
the 2016-17 Budget Act set an expectation for C&uhtrease resident enrollment by 1.4 percent (an
additional 5,194 FTE students) over 2015-16.

The 2017-18 Budget Act set an expectation for C&undrease resident enrollment by 0.7 percent (an
additional 2,487 FTE students) over 2016-17. Basegreliminary enrollment data, campuses are on
track to exceed this target, with fall 2017 FTEdstt enrollment about 2.7 percent (10,600 FTE
students) higher than the previous fall. The Chimrte Office is attempting to identify the reasons
why growth is coming in so much higher than buddete

Admissions and Impaction.California’s Master Plan and current law do notcsfieally assign CSU

a regional role within the state’s public higher ueation system. Historically, though,
CSU campuses—through their admissions policies atiter practices—have tended to focus on
enrolling students from surrounding areas. Over pghst several years, however, a certain CSU
enrollment management practice known as “prograpaction” has weakened that regional role.

When demand exceeds available enrollment slots, &8ldeclare “impaction.” CSU has two types
of impaction—campus and program. Under campus itigpaall local students who meet systemwide
eligibility requirements have priority admissionttee campus. Nonlocal students, however, must meet
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stricter supplemental criteria. When a campus deslprogram impaction, by contrast, all applicants
must meet supplemental admissions criteria. Inrotveds, impacted programs do not have a local
admissions priority (though local students typigalte awarded extra eligibility points to help make
them more competitive).

Whereas for decades CSU only had one campus wighagrams impacted (San Luis Obispo), today
six campuses (Fresno, Fullerton, Long Beach, SagdiSan Jose, and San Luis Obispo) have
declared all (or virtually all) of their programs lbe impacted. Program impaction may boost prestige
at the campuses (by admitting higher performinglowal students) but can make it difficult for
eligible applicants—some of whom may be place bodwel to family or other obligations—to attend
their local campus.

Denied Eligible Applicants. The past several years CSU has reported denyingssién to some
freshman and transfer applicants due to campugigtam impaction.

Fall 2012 | Fall 2013 | Fall 2014 | Fall 2015 | Fall 2016 | Fall 2017
Admitted 194,564 212,152 212,538 216.755 222,192| 226,121
Denied Eligible 22,123 26,430 30,665 31,825 31,402| 32,223
Applicants

In 2017-18, CSU conducted an analysis of theseifqpehbut-denied students and found data in the
National Student Clearinghouse that about 75 péreegualified-but-denied students enrolled other
higher education institutions. Specifically, abdit percent appeared to be attending a California
college: either a UC, private college, or a comrtynollege, and 18 percent enrolled in out of state
institutions. CSU notes that about 25 percent wdesits cannot be found in national college datahase
indicating these students had good enough gradeéstesmt scores to attend CSU but may not be
attending college. (CSU notes, however, that nbtalleges report their attendance to a national
clearinghouse, so it is possible that some of tkasdents have enrolled in college.) CSU also niotes
2016, about 60 percent, or 19,000 of the 31,402ifeaehstudents denied admission applied to only
one CSU campus, and may have therefore been seattmigsion to a specific, selective program or
location. CSU notes that 6,748 students denied sglom to CSU applied only to San Luis Obispo, and
5,479 students applied only to San Diego States@lage generally considered to be among the most
selective CSU campuses, with highly-impacted pnograCSU assumes similar trends in 2017. It is
not clear how many of these qualified-but-deniedients are local area students.

Currently, CSU only automatically redirects apphtsawho have an associate degree for transfer, as
required by statute. To address these issuesOthie P8 Budget Act contained provisional language
directing the Board of Trustees (BOT) to adopt & mystemwide policy that requires campuses to
provide first priority for impacted programs to &cstudents meeting minimum systemwide
gualifications. The BOT also must develop a polioyautomatically redirect applications to non-
impacted campuses if a student is denied admis¢sian impacted program or campus. Both of these
policies must be adopted by May 2018. In Januard82@hancellor’s Office staff presented draft
proposals for both new policies. The Trustees eneduled to vote on final policies at its March 201
meeting.
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Under the draft policy, students who are not aam@Eit any of the campuses or programs to which
they applied would be given an opportunity to seteo non-impacted campuses or programs to have
their applications redirected. Upon receiving thafternative choices from a student, CSU would
automatically transmit the application, and wouddduaranteed admissions to one of the two choices.
The draft policy is similar to CSU’s current polityr applicants with an associate degree for tienssf
who are redirected.

For admissions prioritization for local students tlraft policy would not provide first priority tocal
applicants with minimum systemwide qualificatioigstead, the proposal requires every impacted
program to provide some kind of admissions advantadocal students, which already is the current
policy for most impacted programs. Under this dpadlicy, local students still would be subjected to
supplemental admissions criteria. CSU notes thstt firiority means a finite admission advantage for
local applicants and at a minimum would include niegful weighting of grade point averages or
eligibility index that gives admission preferenceldacal CSU-eligible undergraduate applicants over
non-local applicants. CSU notes that this wouldpoheleate some type of statewide standard and
transparency over the admissions process.

Governor’s Budget Proposal.The Governor does not have a proposal to increasdirment at CSU.

Legislative Analyst’s Office Comments.The LAO believes the Chancellor's Office’s draftlipg on
admissions prioritization for local students fallstably short of legislative intent, and recommetigis
Legislature signal to the Chancellor's Office thhe draft admission policy for local students is
unacceptable. The LAO recommends the LegislatuszdCSU to draft a new policy that is consistent
with the provisional language in the 2017-18 Bud§et If the Legislature finds that the subsequent
draft also fails to meet legislative intent, LAGcoenmends the Legislature it specify in statutenéwe
policy that campuses must follow.

Staff Comments. As noted in the previous issue, CSU’s budget reqguetudes an additional $40
million to increase enrollment by one percent geragimately 3,600 FTES. CSU officials suggest that
lack of funding is the biggest reason why thousawfdqualified students are being turned away, as
they would not be able to support additional cowsetions or student services. However, staff notes
that when the Legislature fully funded the CSU'sdfpet request in 2015-16, the CSU reported
minimal changes in the number of qualified-but-éenistudents. Additionally, CSU previously
indicated that CSU lacks capacity to increase énesit. CSU reports addressing this issue in several
ways, including a revamped application system thatns students that they are applying to an
impacted campus or program, and provide suggeshiorigher CSU campuses and programs that may
have more room. Additionally, the CSU’s proposedirextion policy may provide access to some
CSU denied eligible applicants. CSU’s goal is toaat around 1,000 students through this new policy

The subcommittee may wish to ask:
1. CSU: Currently, CSU has a redirection policy ingaldor Associate Degree for Transfer
Applicants. Please describe how this policy hasilvearking, what are some lessons learned or
best practices that can be utilized for the freshpwlicy?

Staff Recommendation: Hold open
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Issue 8: Graduation Rates

Panel

* Daniel Hanower, Department of Finance
» Paul Steenhausen, Legislative Analyst’s Office
* Nathan Evans, California State University

Background

Historically, CSU’s six year graduation rates focoming freshmen have been below 50 percent and
its four year rates have been below 15 percenaddess its low graduation rates, CSU launched the
Graduation Initiative in 2009. CSU has set a goaintrease six and four year graduation rates for
first-time freshmen to 70 percent and 40 percadpectively, by 2025. The Graduation Initiativeoals
seeks to increase graduation rates for transfetests. In addition, CSU has a goal to eliminate
differences in graduation rates for several grafpstudents, including those who are low-income and
first generation. Double digit achievement gapswéner, persist at CSU. The LAO figure below
displays the CSU’s graduation rates trends sin€®20

Figure 26

CSU Graduation Rates Are Gradually Increasing
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CSU provided the following information regarding graduation rates for various cohorts. As shown
in the chart below, four-year graduation rates ffst time freshman have steadily increased. For
example the four year graduation rate increasem ft6.8 percent from the 2006 cohort, to about 23

percent for the 2013 cohort.

Cohort | 4- year graduation 5- year graduation 6-year graduation
rate rate rate

2006 15.8 percent 40.5 percent 51.4 percent

2010 18.6 percent 46.8 percent 59.1 percent

2011 19.1 percent 47.3 percent 59.2 percent

2012 20 percent 50 percent N/A

2013 22.6 percent N/A N/A

Although CSU reports that graduation rates are avipg, achievement gaps by race/ ethnicity, and
socioeconomic status still persist. The chart betflisplays graduation rates by race/ethnicity fa th
fall 2006 cohort compared to subsequent cohortsekample, 22.5 percent of white students from the
2006 graduated in four years, compared to justp@i@ent of black students, and 10.4 percent of
Hispanic students. This is an achievement gap obitab4.3 percent, and 12.1 percent. For the 2013
cohort, 35.6 percent of white students graduatetbim years, compared to 12.5 percent of black
students, and 16.1 percent of Hispanic students. i$fan achievement gap of about 23.1 percent and
19.5 percent.

White Asian/ Pacific Black Hispanic
Islander

4- Graduation Rates
2006 Cohort 22.5 percent 12.6 percent 8.3 percent 10.4 percent
2010 Cohort 29.2 percent 14.7 percent 8.7 percent 12.1 percent
2011 Cohort 30.5 percent 16.6 percent 9 percent 12.4 percent
2012 Cohort 32.7 percent 18.1 percent 11.9 percent 14.4 percent
2013 Cohort 35.6 percent 21.3 percent 12.5 percent 16.1 percent
6 — Year Graduation Rates
2006 Cohort 58.4 percent 53.4 percent 34.7 percent 44.6 percemt
2010 Cohort 66.5 percent 63 percent 43.6 percemt 53.4 percent
2011 Cohort 67 percent 64.6 percent 43.3 percent 53.6 percent
2012 Cohort N/A N/A N/A N/A
2013 Cohort N/A N/A N/A N/A

Moreover, previous information from CSU also indésaa double digit difference between students
who receive the Pell Grant versus those who doamat,it appears that the achievement gap between
these students has not improved. For example,dilneyear graduation rate achievement gap for the
2006 cohort between Pell Grant and non-Pell Grdotdemnts was 8.4 percent; however, the
achievement gap for the 2013 cohort is 15.1 percent

Senate Committee on Budget and Fiscal Review 40



Subcommittee No. 1

March 15, 2018

Pell Grant |

Non-Pell Grant

4 — Year Graduation Rates

2006 Cohort

10 percent

18.4 percent

2010 Cohort

11.8 percent

~—+

24 percer

2011 Cohort

11.9 percent

25.5 percent

2012 Cohort

13.7 percent

27.4 percent

2013 Cohort

15.3 percent

30.4 percent

6 — Year Graduation Rates

2006 Cohort

44.2 percent

53.5 percent

2010 Cohort

54.6 percent

63.5 percent

2011 Cohort

53.8 percent

64.9 percent

2012 Cohort

N/A

N/A

2013 Cohort

N/A

N/A

Recent Budget ActsAccording to the LAO, the CSU is designating $h28ion in ongoing funding

to implement the Graduation Initiative. The 2015kl@iget act fully funded the CSU’s budget request,
which included $38 million for the Graduation lative. Furthermore, the 2016-17 budget included
$35 million one-time for CSU to address its gradtratates, and required CSU develop a plan to
improve four—year and two—year graduation ratedriEsshman and transfer students, respectively, and
close gaps in graduation rates for three groupsstafients: those who are (1) low-income,
(2) underrepresented minorities, and (3) first—gain@n college—goers. The 2016-17 budget also
provides $1.1 million ongoing to support a netwark working groups comprised of staff and
employees. The purpose of the network is to ingagti the underlying causes of low graduation rates
at CSU. The Education Insights Center, locatei@Sacramento campus, administers this funding.

The 2017-18 budget provided $12.5 million Generahd- one time for the Graduation Initiative.
Additionally, the CSU used the revenue from its 2Q8 tuition increase ($75 million) to fund the
initiative. While the Chancellor’'s Office gives causes flexibility on how to spend this funding, the
main use of the funding has been to hire more fpand advisors to expand course offerings and
support services. In a January 2018 report to tgislature, the Chancellor's Office estimates that
campuses have added about 400 new tenure tradkyfacal more than 1,000 lecturers in the current
year using Graduation Initiative funds. These neweshhave enabled the system to offer more than
3,200 additional course sections in 2017-18. CSd akpects to add about 230 academic advisors in
2017-18, with the goal of reducing campuses’ stutieadvisor ratios.

CSU Revising Assessment and Remedial Policies farcbming Freshmen Historically, CSU has
relied heavily on placement tests to assess stsidesltege readiness. In recent years, the Legisdat
has expressed concern with this practice, citingonal research that suggests placement tests
routinely place students in remedial math and Bhgtilasses when they could have succeeded in
collegelevel coursework. A growing amount of reshas finding that a better way to assess college
readiness is to use multiple measures (includirtig ftam students’ high school records). To promote
reform at CSU, the 2017-18 Budget Aatludes provisional language requiring the Trustieadopt

by May 2018 new assessment policies that includeimd “significant weight” on incoming students’
high school grades in math and English. In Aug@dt72 the Chancellor issued an executive order that
requires campuses to discontinue using CSU’s madhEmglish placement tests and instead rely on
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high school grades and other data (such as Sniatanced assessment results and SAT scores) to
place students. In addition, the executive ordwité the number of remedial (non-credit-bearingjaun
that academically underprepared students may héreeto take and requires campuses to provide
students with academic support (such as targetedrtg).

CSU Identifies Opportunities to Reduce Excess Unifaking. Students who accrue more units than
their degree requires generally take longer to uptel generate higher costs for the state and
themselves, and crowd out other students. Datecateli however, that CSU continues to have a
problem with excess unit taking by both freshmatmagrts and transfer students. In response2®i&-

18 Budget Acincluded provisional language requiring CSU toorgjmn opportunities for campuses to
make available more course slots by reducing theben of excess units that students earn. In a
January 2018 report to the Legislature, the ChéortelOffice calculated that if every CSU graduate
reduced their excess units by one unit, CSU cawad fip 1,333 additional course sections. Using this
calculation, reducing excess unit taking by haif éaerage of about 10 semester units per graduate)
would be the equivalent of freeing up more thar0Q0,course sections—representing about 30,000
FTE students and $250 million in General Fund supijoo the system. The Chancellor’s Office report
cites various ways to reduce excess unit takinguding more technology enhanced advising (known
as “eAdvising” tools). Additionally, the CSU is al$n the process of revising major requirements by
placing a 120 unit cap for graduation.

Governor’'s Budget Proposal

The Governor's budget summary indicates the Gov&rraesire for CSU to use a portion of its
proposed unrestricted base increase of $92 miitiothe Graduation Initiative 2025.

Legislative Analyst's Office

CSU Could Increase Cross Campus Online EnrollmentCSU notes that expanding online education
can help achieve its Graduation Initiative targ&@sline education—which can make course taking
more convenient for students while minimizing dedson classroom space—is offered by all but one
campus (the Maritime Academy). Another potentiahdfg of online education is that students can
find and get credit for courses offered at othengases, which can speed their time to graduation.
CSU data indicate, however, that very few studentgently enroll in online courses at other
campuses. This is due in large part to studentsggh@naware that the option exists, as well as CSU’s
development of an online course catalog that iy bfficult for students to use. Were CSU to
streamline the process by which students find, Iemmp and transfer credits back to their home
campus, campuses could improve students’ accesgdded coursework and reduce their time to
degree.

Recommend CSU Pursue Efficiency Opportunities Bef@ Legislature Further Augments
Graduation Initiative. Despite some improvement in CSU’s graduation rates] AO believes CSU
has significant opportunities to improve efficieggiand more strategically allocate existing resesirc

In particular, LAO believes CSU could do more tduee excess unit taking and free up thousands of
course sections. Additionally, campuses could fagnester efforts on ensuring their various student
success strategies are integrated into a cohemdntamprehensive plan. Given these opportunities fo
further reform and given the many other competiogt pressures facing CSU in the budget year, the
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Legislature may wish to place a lower priority oroyding additional funding for the Graduation
Initiative in 2018-19.

CSU Study Finds Several Potential Areas for Improvement at Campusesin August 2017, the
CSU Student Success Network—a state funded systimimitiative facilitated by the Education
Insights Center at CSU Sacramento—released a r@modampuses’ plans and efforts to improve
student success. The study notes that campuses@esnenting a broad set of programs and practices
as part of the Graduation Initiative (including earaging students to attend fulltime, requiring new
students to attend orientation and advising sessiand increasing internships and on campus
employment). The study finds, however, that campugenerally lack a systematic approach to
integrating these efforts into a cohesive plan. f@port also found that campuses generally arken t
beginning phases of scaling reform efforts to re&iger numbers of students. Campuses also
generally are beginning to think more about allmgpexisting resources in smarter, more strategic
ways (such as consolidating programs or activities)

Staff Comments

Improving graduation rates is a shared goal of ltbgislature, CSU and the Administration. The
revised graduation goals of CSU are laudable. Aschabove, CSU has designated $123 million in
ongoing funds from state support and tuition rewerio support the Graduation Initiative.
Additionally, the state has also invested $49 wnillin one-time funds to support the Graduation
Initiative. CSU anticipates needing an additiondb $nillion annually over the next six years, for a
total of $450 million ongoing to support the Gratiloia Initiative. As shown in the previous chartslan
figures, graduation rates at the CSU have impraexitime, however more work needs to be done.

The subcommittee may wish to ask:

1. CSU: Please describe why achievement gaps stikigter for Pell Grant eligible, and
underrepresented minority students?

2. CSU: What is the most impactful investment, refoamg practice that has helped improve the
CSU graduation rate?

3. DOF: How should CSU adjust their budget to fund@raduation Initiative? What else can the
CSU do to improve graduation rates?

Staff Recommendation. Hold open
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Issue 9: Capital Outlay Facilities

Panel
e Sally Lukenbill, Department of Finance
e Paul Steenhausen, Legislative Analyst’s Office
e Elvyra San Juan, California State University

Background

Historically, the state has sold bonds and paicads®ciated debt service to fund CSU’s capitalagutl
program for academic buildings. As noted earliethm agenda, beginning in 2014-15, the state shifte
funds for existing debt service on CSU capital aytprojects from a separate budget item to the
university’s main General Fund support appropriatio addition, the state granted CSU the authority
to pledge its General Fund appropriation to isggeown bonds to build academic facilities. The
university is permitted to repay the associated debvice from its General Fund appropriation. The
new process limits the university to spending a imax of 12 percent of its main General Fund
appropriation on debt service and pay-as-you-gdexo& facility projects. As of January 2017 (the
most recent year for which CSU has submitted dathéd Legislature), CSU was spending 6.7 percent
of its main General Fund appropriation for thesgpses.

Historically, the state reviewed and approved dmeCiSU capital outlay projects in the annual budge
act. Under the new process, CSU submits a lisapital projects to the DOF for approval. CSU must
continue to submit written documentation to theikkegure—commonly referred to as “capital outlay
budget change proposals”™—that provides detailedrinétion on each project request (including a
description of the proposed project, what problém project is intended to address, the proposed
phases to be funded in the budget year and fueaesyestimated costs and proposed funding sources,
and alternatives that CSU considered). Legislabuelget subcommittees have an opportunity to
review the projects and, by April 1 of each yeagnal to the Administration whether to approve or
reject projects. DOF must make final project apptogtecisions by April 1. DOF submitted its
preliminary approval capital outlay letter to thedislature on March 5, 2018. The letter provides
preliminary approval for five projects describedfie chart on the following page.
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CSU Capital Outlay Projects
(Dollars in millions)

Campus Project 2018-19 All Total

State Years | Cost
Costs® | State
Cc;sts

Tier 1 Priorities

Systemwide | Infrastructure improvements: For projects related building $17.3 $17.3 B
¢ systems modernization (plumbing, mechanical andtretal), D
replacement of chillers, boilers, and HVAC systeraggrgy
management upgrades, and Americans with Disalilitet

upgrades.
San Luis| New science and agriculture teaching and reseaorhplex 10 10| 101.
Obispo (P,W,C,E): The new facility will include undergraate and 8

graduate student research labs, lecture spacenstirderaction
space, and faculty offices.

Sonoma Stevenson Hall renovation and addition Y&®): The 93.2 96.3| 99.4
renovation will correct deficiencies and modernizstructional
spaces. This new facility will include space to g the needs
of the School of Social Sciences, Education, Bussnand
Economics and Administrative Leadership.

East Bay Library replacement building (W,C,E): Thi#l address seismig 79 81.4| 90.4
deficiencies, upgrade fire and life safety systears] building
system renewals. The project will also renovate éxesting
library to isolate the unoccupied wing of the bintd from the
east wing, thereby keeping the previously upgradst eving
functional. The overall facility is currently ratedseismic level
VI.

Pomona Administration replacement building (E): sThiill fund the 1.4 779 | 79.3
equipment phase of the project. Previous phases fueding in
the 2013 budget act as well as campus reserves.

Subtotals $201 $283 | $37
1

®CSU proposes to fund Tier 1 priorities using $18iomi in freed-up existing funds and Tier 2 prigei only if
it receives an additional $15 million General Fandmentation.

Covered using CSU systemwide revenue bonds, uatksswise indicated. Reflects amounts as stated in
CSU’s 2018-19 proposals to the Legislature, whickame cases are inconsistent with other CSU
documentation.

“CSU proposes to finance a package of systemwidasiméicture improvements totaling $67.3 millior2pi.8-
19. Of this amount, $17.3 million would be fundediar Tier 1 and $50 million under Tier 2.

Consists of $26.6 from lease revenue bonds an@$&im systemwide revenue bonds.

°The Chancellor’'s Office has indicated that it majygroceed with preliminary plans for this projéc2018-
19 but has not made a final decision.

P = preliminary plans; W = working drawings; C =nstruction; E = equipment; S = study; and TBD b¢o
determined.
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CSU Budget Request

In addition to the above projects, CSU’s budgeuest, as noted in “Issue 6,” includes an additional
$15 million for facilities. These are considered“asr two priorities,” and would only be funded if
CSU receives the additional $15 million. The LACadhbelow provides additional information about

the projects.

Campus Project ch)}ast'elg All Years ?tate Total
Costs® Costs Cost

Tier 2 Priorities
San Theater building renovation and TBD® $97.9 $111.1
Bernardino | addition (P,W,C)
Northridge | New Sierra Annex building (P,W,C) TBD® 91.1 100
San Luis Kennedy Library renovation and 50 51.3 55
Obispo addition (P,W,C,E)
Channel Gateway Hall renovation 38.8 39 42
Islands (S,P,W,C,E)
Maritime Mayo Hall renovation and addition 17.6 17.6 18.3
Academy (S,P,W,C)
Subtotals $225 $296.8 $326.6

®Covered using CSU systemwide revenue bonds, uotheswise indicated. Reflects amounts as stated in
CSU’s 2018-19 proposals to the Legislature, whickdme cases are inconsistent with other CSU
documentation.

CSU proposes to finance a package of systemwidasinéicture improvements totaling $67.3 millior2b1.8-
19. Of this amount, $17.3 million would be fundediar Tier 1 and $50 million under Tier 2.

“The Chancellor’'s Office has indicated that it majygroceed with preliminary plans for this projéc2018-
19 but has not made a final decision.

P = preliminary plans; W = working drawings; C =nstruction; E = equipment; S = study; and TBD b¢o
determined.

Legislative Analyst's Office Comments

Overall, Project Proposals Submitted to the Legiskure Have Serious Deficiencied.AO reviewed
the five 2018-19 capital outlay budget change psajmthat CSU would support using $13 million in
base funds as well as the five proposals that C&Uimdicated it would fund only if it received an
associated $15 million state General Fund augmientathe LAO has four significant concerns with
the package of proposals: (1) some proposals peovidually no documentation, (2) proposals for
facility additions or new buildings generally ladata or other information justifying the need for
additional space, (3) some of the requests arepffieviously approved projects that—with little or
no explanation—reappear on CSU’s 2018-19 capitdhpuist with scope changes and significantly
higher costs, and (4) several proposals are unoleaosts or contain fiscal and other errors. TROL
describes various the various projects and comniidsy.
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Pomona Administrative Replacement Building.CSU requests authority to use systemwide revenue
bonds to purchase equipment for the Pomona camguisinistrative replacement building. The
proposal, however, does not provide a justificatas) to why new equipment is needed for a
replacement building. Moreover, the LAO requestednf CSU the list of equipment proposed for this
project, along with an itemized breakout of co&SU has not provided the list to the LAO. Without
this information, it is difficult to review wheth¢ine equipment request is reasonable.

San Luis Obispo Science and Agriculture Teaching ahResearch Facility, and Kennedy Library.

The proposal for San Luis Obispo’s science andcaljure teaching and research complex indicates
that the new facility would provide undergraduatel graduate student research labs, faculty offices,
student “interaction space,” and lecture spacectmmmodate 336 FTE students. The proposal does
not include, however, information on what specsiwe and type of lecture space would be constructed
(such as classrooms or large lecture halls), whaent utilization rates are for those learningcgsa
and why additional faculty offices are needed. \Withthis data, it is difficult to evaluate the nded

this project. Similarly, San Luis Obispo’s Kennddprary renovation and addition project indicates i
would add 566 FTE students in lecture space witpoaniding any further detail.

Maritime Academy Capital Outlay Proposal. Maritime Academy’s full proposal for the Mayo Hall
renovation and addition project consists of a niet® sentence summary description and estimated
costs for each project phase. The proposal faisdeide standard information such as why the gtoje
is needed, how the project would further the carmpusgrammatic goals, and what alternatives
(including their associated costs) were considered.

Previously Approved Capital Projects Reappear on CS’'s 2018-19 Priority List With Scope
Changes and Significantly Higher CostsFive projects on CSU’s 2018-19 list were approvgdhe
state as part of the 2017-18 budget process, but @ffed not to fund them in the current year. The
Chancellor’'s Office has re-submitted these projéatsapproval in 2018-19. The LAO figure on the
following page shows that for three of these prsjethe proposed scope has changed and total
estimated costs are now significantly higher théwatwthe state approved in 2017-18.

Northridge Sierra Hall. The Northridge campus’ 2017-18 proposal for Siertall identifies

a renovation—with an estimated cost of $57 millices—the most cost effective and least disruptive
to the University operations and physical environtiidt is unclear why CSU has returned in 2018-
19—just months after the state approved the 201iedA8vation project—with a significantly different
project proposal (a new building) at a significaritigher cost ($100 million). The proposals gergral
lack an explanation as to why the projects havagéa so significantly in such a short period ofetim
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Figure 28

Scope and Costs for Several CSU Projects
Have Changed Significantly Since Original Approval in 2017-18
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East Bay Library. In 2017-18, the state approved CSU'’s request fet Bay to use campus funds for
preliminary plans on its library project. CSU’s 3319 proposal, however, states that systemwide
revenue bonds paid for East Bay’s preliminary pldime Chancellor’'s Office has been unable to clear
up these discrepancies for the LAO.

San Bernardino Theatre Renovation.In the “Alternatives” section of San Bernardino’618-19
theater arts proposal, the proposal appears tempaeless expensive alternative (a new theatelitjaci
that, the proposal states, would “keep the budyéhte $60 million range”). Yet, the proposal engs u
recommending a $111 million renovation and additpyoject. The justification for this preferred
solution remains unknown, however, because thdtoseof the proposal is incomplete. In addition,
cost related information conflicts on certain pre@ig, which creates further unnecessary confusion f
the Legislature in reviewing these proposals. B@ngle, the same San Bernardino proposal states
that $6 million in future costs for equipment vk covered by campus funds. CSU’s 2018-19 capital
outlay program, which the Trustees approved in Ndwer 2018, however, states that statewide
revenue bonds will pay for the equipment.

Recommend Legislature Direct CSU to Resubmit Propass. The LAOrecommends the Legislature

direct CSU to rewrite and resubmit its 2018-19 @cbjrequests by early March. Should CSU fail to
provide an acceptable and compelling set of newpgsals in time, the LAO recommends the
Legislature remove $13 million from CSU’s base betdgnd redirect the funds for other legislative
priorities.

Recommend Legislature Direct CSU to Include Standat Information in All Future
Proposals.Going forward, the LAO recommends the Legislatugnal to CSU the importance of
submitting complete and accurate project propodgdeh future proposal should provide standard
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information, including (1) a clear statement of gieblem, (2) pros and cons of alternative appreach
that were considered (including at least one ptajamlving lower costs), (3) an explanation of why
the recommended project is superior to the othailahe alternatives, (4) any known risks involved
with the project, and (5) how the proposed projedinked to CSU’s programmatic needs and the
state’s priorities. Renovation project proposaksoashould specify the deficiencies in the existing
building, identify what led to these deficienciasnd state why such deficiencies need to be addtesse
now. In addition, if a proposal requests authaityadd space, it should include what specific tgpe
space is required (and how much space by type)efisa®/ current and projected utilization rates and
how those rates compare to legislative standanmdsaddition, such proposals should include a
description of possible strategies the campus codtbad use to reduce demand or need for a new
facility, including expanding hybrid or fully onléncourses or increasing facility usage during the
summer.

Staff Comments

In general, proposals lack standard documentatidredequate justification, the little informatidrat

is contained in them tends to be unclear and cordaiors. This makes reviewing these proposals
difficult. Staff shares the concerns of the LAOagting the lack of information and transparency in
the capital outlay requests, particularly giverstbhange in capital outlay authority and oversight.
Moreover, the CSU is requesting additional fundimgfacilities, however the issues as outlined abov
make it difficult for staff to evaluate the proptssand requests.

Additionally, the Legislature received the prelimig approval letter from DOF later than expected. |
is staff's understanding that the CSU recently stieoh updated capital outlay budget change
proposals last week, and is working on providing Administration with additional information. DOF
has committed to extending the final deadline fioalfapproval no earlier than May 1, 2018 to previd
the Legislature and the LAO additional time to eavi

Staff Recommendation: Hold Open.
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