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FIRST REGULAR SESSION
HOUSE COMMITTEE SUBSTITUTE FOR

HOUSE BILL NO. 742

93RD GENERAL ASSEMBLY

Reported from the Committee on Higher Education April 13, 2005, with recommendation that House Committee Substitute for
House Bill No. 742 do Pass. Referred to the Committee on Rules pursuant to Rule 25(26)(f).

STEPHEN S. DAVIS, Chief Clerk
1991L.02C

AN ACT

To amend chapter 173, RSMo, by adding thereto five new sections relating to state support for
higher education.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Chapter 173, RSMo, isamended by adding thereto five new sections, to be
known as sections 173.999, 173.1000, 173.1002, 173.1004, and 173.1006, to read as follows:

173.999. The provisions of sections 173.1000 to 173.1006 shall be known as the
"Higher Education Student Funding Act" .

173.1000. 1. Beginning August 28, 2005, the department of higher education shall
review the feasibility of and develop proposals for consolidating existing state grant,
scholarship, and related programs to simplify financial aid in order to increase
participation in higher education. The proposals shall include, but not be limited to,
legislative proposals and department policy initiatives to produce consistent student
eigibility criteria and a schedule for the phase-in of such proposals. The department of
higher education shall ensurebroad participation by stakeholdersin theplanning process
and may request staff and other assistance from other state departments and from the
resear ch agencies of the general assembly.

2. Theproposalsrequired by subsection 1 of thissection shall be predicated on the
following assumptions:

(1) TheA+ tuition reimbur sement program set out in section 160.545, RSM o, shall

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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be the model for delivery of financial aid for any student for the first two years of
postsecondary study;

(2) TheGallagher student grant eligibility criteriadeveloped under sections173.200
t0173.230, in forceon August 28, 2004, shall bethemodel for development of aneed-based
component for financial aid. Thehigher education academic" Bright Flight" scholar ship
program created in section 173.250 shall bethemodel for thedevelopment of amerit-based
component. Consideration shall be given to the creation of system whereby a lesser, but
still rigorous, ACT score qualifiesa student to receive a smaller award level.

3. Financial aid shall be portable from oneinstitution to another within the state
to the extent permitted by law and by the Constitution of the state.

4. Noformof financial aid ultimately originating from publicfundsor combination
of formsthat includes public funds shall result in a combined offer of aid that exceeds a
student’s tuition, fees, book costs, and, where applicable, documented living expenses.
Privateinstitutionsparticipatingin theportability of statefinancial aid shall undertaketo
comply with this subsection and shall, when requested by the department of higher
education, supply financial information to confirm their compliance.

5. In their budget request materials, approved public institutions shall provide
information that discloses sour ces of aid offered by theinstitution from funds other than
state-supplied fundsinto the overall financial aid package offered to any given student.
If necessary to respect the requests of donorsfor anonymity, generic labels may be used
in reporting.

(1) Beginning with the effective date of FTE rate funding as described in section
173.1004, twenty per cent of theadditional gr ossrevenuefrom any tuition increasesat such
institutions shall be devoted to institutional-based financial aid, with at least seventy-five
per cent of the twenty percent going to need-based aid.

(2) The department of higher education shall consider institutional sources of
institutional funding for student financial aid in its determination of any proposed
statewideinstitutional aid formula policy under section 173.1002.

6. The implementation of any legislative proposals under this section shall be
planned to begin on July 1, 2008.

7. Thedepartment of higher education shall report itslegidative proposalsto the
governor, gener al assembly, and thejoint committeeon higher education created in section
173.1008 by August 28, 2006. Each year thereafter, theannual report required by section
173.040 shall contain measur esdeveloped by the department of higher education totrack
the effectiveness of financial aid reform.

173.1002. 1. Each publicinstitution of higher education shall receive additional
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funding above the fiscal year 2002 operating budget appropriation level only upon
completion of the following requirements, as negotiated by each institution through the
department of higher education:

(1) Establishment of performance measuresfor:

(a) Enrollment levels; transfers; retention; and graduation rates,

(b) Student satisfaction and perfor mance;

(c) Comparative cost and productivity data with peer institutions,

(d) Assessment of program quality, such as but not limited to accreditation and
external review;

(2) Establishment of performance contracts that permit negotiation of state
operational funding increases predicated on meeting per formance goals,

(3) Establishment of institutional fee-for-services contractsfor programsthat are
deemed by the department of higher education to be essential but that may not be
self-supporting, such asbut not limited to higher education servicesin hard-to-serveareas,
remediation, and graduate and professional programs. Proposals for remediation that
push remedial learning to earlier grades shall be given additional consideration.

2. The commissioner of the office of administration shall provide notice to the
governor, the house budget chair, the senate appropriations chair, and the revisor of
statutesnolater than November fifteenth of each fiscal year’ sexpendituresreported from
theyear of adoption of sections173.999to 173.1006 up to and including the year in which
the expenditurelevel contemplated in subsection 1 of this section is achieved.

173.1004. 1. Asused in thissection, unlessthe context otherwise requires:

(1) "Approved institution”, a postsecondary institution that is approved for
participation in the Gallagher financial aid program under sections 173.200t0 173.230 or
any other Missouri private institution that:

(&) Isrequired by statuteto be certified to operate by the board;

(b) Isinstitutionally accredited by a United States Department of Education
recognized accrediting commission;

(c) Hasoperated continuously in the state of Missouri for five or moreyears,

(d) Hasnomor ethan fifty per cent of itsstudentsin correspondenceprograms; and

(e) Offersaoneyear or two-year certificate, associate or baccalaureate degree
programs, or graduate or professional degree programs,

(2) " Coordinatingboard" , thecoor dinatingboard for higher education established
under section 173.005;

(3) " Department”, the department of higher education established under section
173.005;
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(4) (a) "Eligible student™ :

a. A student whoisaresident of Missouri with a permanent physical addressin
Missouri for at least oneyear prior to admission, except an otherwiseeligible student who
isadependent of an active member of the military who is stationed in Missouri, enrolled
at an approved publicinstitution and who:

(i) Isclassified asan in-state student for tuition purposes;

(i) Is a graduate of a Missouri high school, has successfully obtained a GED
certificate, or hassuccessfully completed anonpublic home-based educational program as
provided in section 167.031, RSMo; or

b. A student who isaresident of Missouri with a permanent physical addressin
Missouri for at least oneyear prior to admission, except an otherwiseeligible student who
isa dependent of an active member of the military whois stationed in Missouri, enrolled
at an approved privateinstitution and who:

(i) Isclassified asan in-state student for tuition purposes;

(ii) Is a graduate of a Missouri high school, has successfully obtained a GED
certificate, or hassuccessfully completed a nonpublic home-based educational program as
provided in section 167.031, RSMo;

(iii) Demonstratesfinancial need through thestudent'seligibility for the Gallagher
program under sections 173.200 to 173.250; and

(iv) Meetsany other eligibility requirementsestablished by thecoor dinatingboar d;

(b) " Eligiblestudent™ shall not mean astudent enrolled in an off-campus, extended
campus, or continuing education class, that is not supported by state moneys, except as
approved by the coordinating board;

(5) "FTErate',theamount of money per full-timeequivalent student appropriated
for approved public institutions;

(6) "Governingboard", the governing body of an approved public institution;

(7) "Unfunded enrollment growth", the amount of enrollment growth of eligible
students as defined in subparagraph a. of paragraph (a) of subdivision (4) of this
subsection, calculated from the baseline of fiscal year 2002.

2. Theprovisions of this section will become effective as provided in subsection 1
of section 173.1002, unlessan earlier effective dateisspecified for aparticular subsection.

3. (1) The coordinating board, in consultation with the approved public
institutions, shall annually estimate the number of full-time equivalent students at each
approved publicinstitution, based on themost recently completed school year’sdata. The
coor dinating board shall report the numbersduring the budget cycleto the governor and
the senate appropriations and house budget committee of the general assembly for usein
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developing the higher education operating appropriations act.

(2) For an €eligible student attending an approved publicinstitution, the FTE rate
for thefirst two years at any institution shall be an amount set annually by the general
assembly, which in no case shall exceed thelowest tuition and required feescharged for a
full-timestudent at a publiccommunity collegeand for junior level classesand above shall
not exceed the lowest tuition and required fees charged for a full-time in-state student at
an approved publicfour-year institution. TheFTE rateshall bethesamefor each eligible
student at each level, regardless of the approved institution that the student attends.

(3) Thecoordinatingboard shall annually request that the gener al assembly adjust
theamount appropriated toreflect at least annual inflation reported by the United States
Department of Labor, Bureau of Labor Statistics, or its successor agency, for the most
recent calendar year asmeasured by the Consumer Priceindex for Urban Consumers, all
items, for the midwest, and unfunded enrollment growth.

(4) Thecoordinating board in consultation with the approved public institutions
shall review annually the FTE rate established under subdivision (2) of this subsection.
Following the review, the coordinating board, in consultation with the approved public
institutions, shall annually makerecommendationsregar ding possible adjustmentsto the
FTE ratetothegovernor and general assembly for consideration in preparing the higher
education operating appropriations act.

(5) An approved institution shall not receivethe payment of ahigher FTE rateon
behalf of an eligible student for those services listed in subsection 5 of this section.
Additional fundingshall benegotiated thr ough afee-for-ser vicescontract under subsection
5 of this section.

4. (1) Each approved publicinstitution shall negotiatea perfor mancecontract with
thedepartment of higher education that shall specify theperformancegoalstheinstitution
shall achieveduringtheperiod that it operatesunder theperformancecontract. Theterm
of a performance contract may be up to five years. An approved public institution's
compliance with the goals specified in the performance contract may be in lieu of the
requirementsof individual goalspreviously set in conjunction with itsinstitutional mission
review and performance funding for the period of the performance contract.

(2) If an approved privateinstitution education plansto supply education services
under subsection 5 of this section, the approved private institution shall negotiate a
performance contract with the department of higher education, which shall specify the
performancegoalstheinstitution shall achieveduringtheperiodthat it operatesunder the
performance contract.

(3) The specified proceduresand goalsset forth in the perfor mance contract shall
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be measurable and tailored to the role and mission of each institution that submits a
budget request to the coordinating board, and may include, but shall not be limited to:

(@) I'mproving residents accessto higher education;

(b) Improving quality and successin higher education;

(c) Improving theefficiency of operations; and

(d) Addressing the needs of the state.

(4) Tomeasure progresstoward the goals specified in the performance contract,
the following issues may be addressed:

(a) Appropriate levelsof student enrollment, transfer, retention, and graduation
ratesand institutional programs specifically designed to assist studentsin achieving their
academic and, in the case of community colleges, vocational goals;

(b) Student satisfaction and student performance after graduation, measured by
indicators appropriate to the institutional role and mission, such as employment or
enrollment in graduate programs;

(c) Comparative cost and productivity datain relation to peer institutions;

(d) Assessment of the quality of the institution's academic and, where relevant,
vocational programs, including assessment by external reviewers, such as accreditation
boards and employers, and consideration of student performance on national
examinations; and

(e) Increasingfinancial support tosustain and enhanceessential functionsthat may
be partially state funded, including but not limited to:

a. Theprovision of need-based and other student financial aid;

b. In the case of an approved public institution, capital construction, which shall
bereflected in the capital outlay appropriations bill;

c. Assessment of financial indicator scompar ed to national benchmarkscommonly
used to measure financial performance in higher education according to the type of
institution; and

d. Increasingfinancial support to sustain and enhance the educational mission of
theinstitution and, inthecaseof institutionswith aresear ch mission, increasing publicand
private research capabilities and competitiveness.

(f) Notwithstanding any other provision of thissection tothecontrary, increasing
enrollment of underserved students, including low-income individuals and minority
groups, shall be addressed in each performance contract.

(9) Notwithstandingany provision of thissubsection tothecontrary, theprovisions
of this subsection shall not apply to any performance contract that extends into a fiscal
year for which appropriationsfall below the level set in subsection 1 of section 173.1002.
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(4) All performancecontractsbetween thedepartment of higher education and any
approved institution shall bereviewed and approved by thecoor dinating board for higher
education beforethe contract may become effective.

(5) Notwithstanding any requirementsof chapter 33, RSM o, agover ning boar d of
an approved public institution that operates under a performance contract negotiated
under thissection may negotiate with the department of higher education, after approval
fromthecoordinatingboard for higher education, aprovision in the performancecontract
to allow an exemption from the procurement code and such other state statutes or rules
and regulations governing procurement and contracting as initially identified by the
coordinating board by rule by August 28, 2006. The commissioner of higher education
shall communicate in writing with the commissioner of the office of administration
regarding any exemptions granted under this subdivision.

(6) (@ The department of higher education shall report to the members of the
relevant education committees of the senate and the house of representatives and the
members of the budget and appropriations committees of the general assembly the
financial effect of the provisions of each performance contract with regard to funding for
the affected public institution and overall funding for the statewide system of higher
education, any exemptions granted under subdivision (5) of this subsection, and areview
of each approved public or private institution's operations under the institution's
performance contract in the annual report required under section 173.040. The
department of higher education may renew a per for mance contract at itsdiscretion, with
the agreement of the governing board.

(b) Datacollected and used to measurean approved publicor privateinstitution's
progress towar ds the goals set forth in the institution's performance contract with the
department of higher education shall be made available to the member s of the education
committees of the house of representatives and the senate, members of the budget and
appropriationscommittees, and each approved institution of higher education cover ed by
a performance contract. The department of higher education shall also provide copies of
the datato other membersof the general assembly and member s of the public on request.

(7) While operating under a performance contract negotiated under this section,
an approved public institution:

(&) May, at the request of its governing board, request the governor to appoint
additional advisory membersto the gover ning board to sustain and enhancetheroleand
mission of the institution. Additional members of the governing board shall serve as
nonvoting members of the board and shall serve without compensation. Therole of the
advisory member sshall betoimprovethegoverning boar d'sopportunitiesto develop and
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enrich the academic and resear ch programsat theinstitution.

(b) Shall report to the coordinating board for higher education its plansfor any
tuition increases for the following academic year for the board to forward to the general
assembly during the budget process.

(8) While operating pursuant to a performance contract negotiated under this
section, an approved public institution shall remain eligible for state-funded capital
construction projects and maintenance projects through the budget process.

(9) Thecoordinatingboard for higher education, in consultation with theapproved
publicinstitutions, shall calculatetheamount of unfunded enr oliment growth at approved
public institutions. During the period that an approved public institution is operating
pursuant to a performance contract negotiated under thissection, the coordinating board
for higher education may request, as part of the annual budget cycle, an appropriation
provided by the general assembly for each approved public institution for the amount of
unfunded enrollment growth.

(10) An approved institution while operating under a performance contract may
negotiatewith the coordinating board for higher education for exemptionsconsistent with
the provisions of subdivision (5) of this subsection.

5. (1) Beginning July 1, 2006, an approved institution may annually negotiate a
fee-for-service contract with the department for the delivery of higher education services
by theinstitution totheresidentsof thestate. These servicesmay include, but need not be
limited to those enumerated in subdivision (1) of subsection 6 of this section.

(2) Noapproved institution that enter sintoafee-for-servicecontract for basicskills
cour ses, asdefined in paragraph (b) of subdivision (1) of subsection 6 of this section, shall
charge a student morefor a basic skills cour se than the student would otherwise pay per
credit hour for any general education cour se offered at the same institution.

6. (1) Beginning July 1, 2006, the coordinating board shall be responsible for
ensuring the provision of certain postsecondary educational servicesin the state. These
educational services shall include but arenot limited to:

(@) Educational services in rural areas or communities in which the cost of
delivering such servicesisnot sustained by the amount received in student tuition;

(b) Basic skills courses, which are prerequisitesto the level of work expected at a
postsecondary institution and include academic skills courses and preparatory cour Ses;

(c) Educational servicesrequired of the coordinating board to meet itsobligations
under reciprocal agreements under section 173.030; and

(d) Educational servicesthat may increase economic development opportunitiesin
the state, including cour sesto assist studentsin career development and retraining.
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(2) Thedepartment of higher education on behalf of the coordinating board may
annually enter into fee-for-service contracts with one or more approved institutions to
provide the higher education services specified in subdivision (1) of this subsection. The
department of higher education may contract with an approved institution only to the
extent that thecontract remainsconsistent with any contract enter ed intounder subsection
4 of this section.

(3) The coordinating board shall make annual funding recommendationsto the
gener al assembly and thegover nor regar ding thefunding necessary for the depar tment of
higher education to contract on the board's behalf for the provision of higher education
servicesin thestate, including but not limited to the services specified in subdivision (1) of
this subsection.

173.1006. 1. Thereishereby established ajoint committeeof thegeneral assembly,
which shall be known as the " Joint Committee on Higher Education”, which shall be
composed of seven members of the senate and seven members of the house of
representatives. Thesenate member sof the committee shall beappointed by the president
pro tem of the senate and the house members by the speaker of the house of
representatives.

2. Thecommittee may meet and function in any year that the president pro tem of
thesenateand the speaker of thehouse of r epresentativesappoint member sto serveonthe
committee, but in no caseshall it meet lessfrequently than onceevery twoyears, beginning
in 2006.

3. Thecommittee shall select either a chairman or cochairs, one of whom shall be
amember of the senate and one a member of the house of representatives. A majority of
the member s shall constitutea quorum. Meetings of the committee may be called at such
time and place as the chairman or cochairs designate.

4. The committee shall:

(1) Review and monitor the progress of education reform in the state's public
institutions of higher education;

(2) Receive reports from the commissioner of higher education concerning the
condition of higher education provided that such reportsshall include, but not belimited
to, adescription of the methods for determining the need for postsecondary services and
the means of ensuring the provision of services specified by subsection 6 of section
173.1004;

(3) Conduct studiesand analysisof the system of financing public higher education
and the provision of financial aid for higher education, monitoring the progress of the
changesrequired by sections 173.999 to 173.1006;
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(4) Makerecommendationsto the general assembly for legidative action; and

(5) Conduct such studies of any other education issues the committee deems
relevant.

5. The committee may make reasonable requests for staff assistance from the
resear ch and appropriationsstaffsof thehouseand senateand thecommitteeon legislative
research, as well as the department of elementary and secondary education, the
department of higher education, thecoor dinating board for higher education, thestatetax
commission, all publicinstitutionsof higher education, and such privatehigher education
institutionsand businessand other commer cial inter estsand any other inter ested persons
asmay berequired.

6. Member sof thecommitteeshall receiveno compensation but may bereimbur sed
for reasonable and necessary expenses associated with the performance of their official
duties.



