HB 742 -- Higher Education Student Fundi ng Act
Sponsor: Bearden

This bill changes the |laws regarding state fundi ng of higher
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 | aw for the 2007

| egi sl ative session and inpl enenting changes by January 1, 2008,
and report the results to the Governor, General Assenbly, and the
Joint Conmittee on H gher Education. The review assunes, but
does not mandate, that the A+ Program woul d be a nodel for the
first two years of any financial aid program wth Bright Flight
as the nodel for a nerit-based conponent and the Gal | agher
Program as the nodel for need-based aid. A d should be portable,
and no conbination of forns of aid that contains state aid shoul d
result in nore than the actual costs. Public institutions nust

di scl ose the anpbunt of aid comng from non-state sources. Wen
per - student fundi ng beconmes effective, 20% of any additional
revenues nust be directed to increased financial aid, with 75% of
t hat anount 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
meet reciprocal agreenents, and services to increase economc

devel opnment opportunities. These contracts will not increase the
per - student rei nbursenent rate and nust be consistent with
performance contracts. The board will make funding

recommendations that take fee-for-service contracts i nto account.

When state higher education operating appropriations reach their
Fi scal Year 2002 level, public institutions will qualify for
additional funding only if they establish performance neasures;
establish perfornmance contracts predicated on the perfornmance
measures; and, where applicable, establish fee-for-services
contracts for non-sel f-supporting prograns. The bill contains
instructions for notice to the Revisor of Statutes of the
fulfillment of contingencies.

Upon the bill’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 conmmunity college tuition, and the second two-years’ rate
will be no nore than the |lowest tuition charged at a public
four-year institution. The board will annually request

addi tional funding for inflation and for unfunded enrol | nent



grow h, as specified in the bill.

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 will exenpt an
institution fromcertain purchasing regul ations and from acadeni c
program approval, as long as the prograns fit the institution's
m ssion. Proposed tuition increases nust be reported to the
board.

The bill also establishes the Joint Commttee on H gher Education
with 14 nmenbers, to neet at |east every two years, beginning in
2006. The commttee will review the progress of higher education
reform and conduct studies, as it deens necessary, on higher
education finance in order to make recomrendati ons to the General
Assenbl y.



