HCS HB 742 -- H GHER EDUCATI ON STUDENT FUNDI NG ACT
SPONSOR: Bear den

COMW TTEE ACTION: Voted "do pass" by the Commttee on Higher
Education by a vote of 8 to 2.

This substitute changes the | aws regardi ng state fundi ng of

hi gher education. By August 28, 2006, the Departnent of Hi gher
Education is required to do a study of financial aid prograns
recommendi ng necessary changes to the I aw for the 2007

| egi sl ati ve session for inplenentation by July 1, 2008, and
report the results to the Governor, General Assenbly, and Joint
Commi ttee on Hi gher Education. The review assunes, but does not
mandate, that the A+ Programw |l be a nodel for the first two
years of any financial aid program wth Bright Flight as the
nodel for a merit-based conponent and the Gal |l agher Program as
the nodel for need-based aid. A d should be portable, and no
conmbi nation of fornms of aid that contains state aid can result in
nore than the actual costs. Public institutions nust disclose
the anmount of aid com ng fromnon-state sources. Wen
per-student fundi ng becones effective, 20% of any additi onal
revenues nmust be directed to increased financial aid, with 75% of
t hat anmount going to need-based aid.

Begi nning July 1, 2006, the Coordinating Board for Hi gher
Education will provide certain services through fee-for-services
contracts, including services in rural areas, delivery of basic
courses prerequisite for post-secondary work, services needed to
nmeet reciprocal agreenents, and services to increase economc
devel opnent opportunities. These contracts will not increase the
per-student reinbursenent rate and nust be consistent with
performance contracts. The board will nake funding
recommendati ons that take fee-for-service contracts into account.

When state higher education operating appropriations reach their
Fi scal Year 2002 level, public institutions will qualify for
addi tional funding only if they establish performance neasures;
establish performance contracts predi cated on the performance
measur es; and, where applicable, establish fee-for-services
contracts for non-sel f-supporting prograns. The substitute
contains instructions for notice to the Revisor of Statutes of
the fulfillnment of contingencies.

Upon the substitute s effective date, higher education services
to students will be reinbursed by the state at a rate per student
for the first two years and a different rate for the second two
years, as established by the board in conjunction with the
Institutions. The first two-years’ rate will be no nore than the
| owest community college tuition and required fees, and the
second two-years’ rate will be no nore than the | owest tuition
and required fees charged at a public four-year institution. The
board wi Il annually request additional funding for inflation and



for unfunded enroll ment growh, as specified in the substitute.

Performance contracts of up to five years, based on inproving
access, quality, efficiency, and addressing state needs, nust be
entered into by public higher education institutions and by any
qualified private institution providing services under a
fee-for-services contract. Performance contracts wll exenpt an
institution fromcertain purchasing regul ations. Proposed
tuition increases nust be reported to the board.

The substitute al so establishes the Joint Commttee on Hi gher
Education with 14 nenbers, to neet at |east every two years,
begi nning in 2006. The conmttee will review the progress of
hi gher education reform and conduct studies, as it deens
necessary, on higher education finance in order to nake
recomendations to the General Assenbly.

FI SCAL NOTE: Estimted Cost on General Revenue Fund of $68, 838
in FY 2006, $127,270 in FY 2007, and $173,880 to Unknown in FY
2008. No inpact on O her State Funds in FY 2006, FY 2007, and FY
2008.

PROPONENTS: Supporters say that higher education institutions
have no built-in mechanismto ensure that the majority of

i ncreased revenues go to instruction. The bill puts in place a
time line and a nmechani smfor higher education noneys to be
directed primarily towards students. It frees institutions from

sonme requirenents, putting additional noneys beyond the base
| evel on a performance contract or fee-for-service basis.

Testifying for the bill were Representative Bearden; Anerican
Legi sl ati ve Exchange Council; and Charles Stodtl and.

OPPONENTS: There was no opposition voiced to the conmttee.

OTHERS: O hers testifying on the bill say that the intent of it
is admi rabl e and coincides with sone higher education initiatives
that are already underway, but it wll take nore study and effort
to devel op the concept. It would be preferable to give
institutions flexibility in identifying their own perfornmance
neasures. The per-student rate fundi ng proposal does not nesh
well with the variety of institutional m ssions already
established or with the requirenents inposed by accreditors.

O hers testifying on the bill were Departnent of Hi gher
Education; University of Mssouri; and Council on Public Hi gher
Educat i on.
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