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EXECUTIVE SUMMARY

In December 2001, the lllinois Community College Board (ICCB) formed a Community College Funding
Study Task Force to review the funding formula and make recommendationfor changes. The Task Force
was widdly representative of al stakeholders, induding amdl and large colleges, rurd and urban colleges,
equdization and nonequaization colleges, ICCB daff, faculty, presidents, trustees, and senior
adminigtrators. IBHE staff also participated as observers in the meetings. The Task Force has met on Six
occasions and makes the following observations and recommendations.
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The current funding formula and strategies have many good features.

The funding srategies for Illinois community colleges have been used effectively for anumber of
years and have credibility with various congtituencies, the base operating grant is misson-driven
and takes into account differences in program offerings and costs; the base operating grant is
productivity—based sinceit is senstive to enrollment changes; credible information bases are used
in dlocating resources, funding strategies have been responsive to the state's workforce and
educationa needs; and dl community colleges support the Strategies and “ speek withone voice.”

The Task Force reached decisons by consensus and recommends the following
modificationsto improvethe current funding strategies.

Recommendation 1. Changes to Equalization Approach  This recommendation, which requires
legidative action, would become effective in fiscal year 2005.

Since 1970, an overarching funding philosophy for lllinois community colleges has been — funding
necessary to educate a sudent should not depend on where he or she happens to reside. A
sgnificant amount of each college' s resources flow from the local community and there are vast
differences in taxable wedth among loca digtricts. For example, currently, local tax revenue per
sudent varies ggnificantly from a low of $638 per FTE at one college to a high of $5,938 at
another college.

Because of these differences, the State of Illinois hassought to “equdize’ revenues to community
colleges. Equdization is designed to assure that colleges with limited local tax bases have access
to funds necessary to support educationa programs. Equaization funding provides avitd leve of
financid support for many community colleges, and without these funds collegeswould not be able
to provide high quality programsto loca communities.

At the same time, the Task Force believesit essentid that communities and students continue to
demongtrate agood faitheffort inproviding resourcesto support academic programs and services.
Whenvoters have authorized tax rates to support community colleges through public referendum,
those resources should be utilized. Therefore, it isrecommended that colleges seeking equdization
funds meet the following two criteria:

1 The college shdl be taxing a 95 percent of the lega maximum operating tax rate for both
the Education and the Operations and Maintenance funds, which includes the equity tax
provigon, if gpplicable. Colleges that do not tax at 95 percent of the legd maximum
operating rate due to not utilizing the equity tax provison must make a public notification
of ther intent to levy the equity tax provisononce every five years. Thefira effective date
of this recommendationis 2005, and then this criterion would be reviewed again in 2010.



2. The college shdl be charging tuition and universal fees at 85 percent of the Sate average
based onan andyss of datatwo yearsprior to alocating the equaizationfunds. Currently,
the criterion is 85 percent of the Sate average for tuition only.

When equdizationhas met itsintended purpose so that each inditutionis funded at the appropriate
equdization leve, consideration should be given to digtribution of any available dollars to base-

operating funding.

Recommendation 2: Changes to Smdll College Grant Award. In recognition of the limited
resources avalable to some colleges because of tax base limitations, it is recommended that
colleges. (@) that qudify for equdization, (b) have an Equalized Assessed Evaluation (EAV) less
than $850 million, and (c) that have fewer than 2,000 noncorrectional FTE students shall receive
an additiona $60,000 Small College Grant Award. Currently, the Smal College Grant Award is
$60,000. Based on current year information, five smal colleges would be affected by this
recommendation.

Recommendation3: Restricted Grants. 1n 1996, the principles adopted by the President’ s Council
stated “An appropriate revenue mix between restricted and unrestricted state grants should be
determined and maintained with agoa being that no more than 10 percent of state grants should
be restricted.” Currently 15 percent of state grants are restricted. The Task Force recommends
that no specific percentage limit for restricted grants be sought. Further, the system should seek
opportunities for these specid initiatives consstent with meeting the educational needs of local
communities and the Sate.

The Task Force recommends that colleges should have the flexibility of dlocating 50 percent of
fundsamong the various categorieswithinasngle restricted grant. Currently, collegesmay dlocate
one-third of funds within a sngle restricted grant. More flexibility in expending these resources
allows each didtrict to target funds to aress of greastest need. The ICCB has implemented this
recommendation for fiscal year 2003.

Recommendation 4: Funding Priorities. The ICCB has established five priorities for funding —
Basic Operating Grants, Equdization, Advanced Technology Grants, P-16 Initiative Grants, and
Workforce Development Grants. The Task Force endorsed the ICCB funding priorities and
emphasized the importance of the P-16 Initiative Grants.

Recommendation 5: Data Recommendations. The Task Force recommends that:

1) Datasubmissons should be accurate, cons stent, and timdy withproblems handled through
the ICCB recognition process.

2) Reguests for data should be limited to what are necessary to support information needs.
Collecting data for collection’s sake should not be the norm.

3) ICCB should work with colleges to expand pre-final submission data edit capabilitiesto
help ensure accuracy, consistency, and timeliness.

4) Data mugt be callected in a consistent manner to provide fairnessfor dl indtitutions.

Recommendation 6: Residual Funding. The Task Force recommends that in the fall 2002 all
community colleges submit cost data that remove al restricted funds and associated enrollments,
except flow-through funds to the Department of Corrections.

The ICCB has agreed that the work of the Task Force should continue, and the Task Force plans
to meet again on January 10, 2003, to determine whether a modification to the formulato exclude
restricted fundsis appropriate. A primaryrationdein conddering this change is that restricted funds
are provided as anincentive to motivatebehavior and, in many ingtances, are not enrollment driven.
Redtricted funds are intended to be an addition to, rather than a subtraction from, funding
dlocations. In other words, they are intended to



supplement rather than supplant existing resources.  The amount of restricted grants varies
sgnificantly among the various colleges. Consequently, when restricted funds and associated
enrollments are included in the cost anadysis, they may skew the alocation of funds among
CampusesS.

Unfinished Business

Four areas of discusson by the Task Force are not finished. Firs, the resdua funding matter
outlined in Recommendation 6 above. Second, at itsMay 2002 meeting, the ICCB established an
Adult Education Finance Study Commissionto address adult educationfunding. Third, community
service and noncredit enrollmentsaregrowingareasthat merit close attentionand care inreporting.
Although no funding changes are recommended at this time, such changes may be gppropriatein
futureyears. Fourth, tax caps and the evauations of farmland vauesare impacting local revenues
and the funding of community colleges. 1t isimportant to begin collecting information inthese areas
so that an assessment can be made to determine the long-term effect on funding for community
colleges.
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The lllinois Community College Systemisviewed as one of the strongest community college sysemsinthe
country. One reasonisthe way the systemhas been structured witha strong foundationof financia support
from three sources:. (@) loca communities, (b) the State of Illinois, and (c) students and ther families A
generdly accepted god for funding community collegesin|lllinoisis that one-third of thetotal support should
come from the state government, one-third from local governments, and one-third fromstudentsand their
families. This structure recognizesthat education serves animportant public good for the state and the local
communities, aswdl as animportant private good to studentsand their families. For the sysemasawhole,
but not each individua college, the current contributions are: state — 28 percent, local — 40 percent, and
students — 27 percent.

Since 1965, state funds have been dlocated to community collegesusng abase operating grant (formula)
approach, plus additiona funds targeted for specific purposes; e.g., workforce training. Periodicaly, the
funding approach has been reviewed and modified to address the environment, operationa changes,
funding redities, and educational and state needs. The latest review occurred in September 1996, the
Report of the System Funding Task For ce (Attachment A) whichwas based, to some extent, on a1995
report of the Presidents Council Funding Task Force, Operational Funding of Community Colleges
inIllinois: A New Look. A brief description of the current funding methodology for community colleges
inlllinoisis outlined below.

Description and Rationale for the Community College Funding Strategies

Thereareten partsto the community college operationa funding as described below. Specific detals are
contained in Attachment B.

1 Base Operating Grant. Mogt funds (61 percent) are dlocated by the base operating grant. Each
digtrict received a funding dlocation for enrollments (Sudent credit hours) in the areas of
baccal aureate courses, business courses, technica courses, hedlth courses, remedia courses, and
Adult Basic Education courses. The alocation is based on caculations of per unit (student credit
hour) average codts (for dl digtricts) in eachof theseareas. Codts are highest in the health aress.
As an example, the actua costs were $286 per credit hour in health coursesfor last year; these
credit hours are about 40 percent more expensve than credit hoursin business. A smal portion
of the base operating grant (about 1 percent) is allocated based on gross square footage.

The philosophies that underpin the base operating grant are: (a) funding should be, in large part,
afunctionof credit hour production, (b) funding levels should be based, inlarge part, onanexiging
statewide average unit cost for ingruction, and (¢) course cogts differ and should be funded
differentidly, with higher cost courses funded &t higher rates.

The base operating grant focuses on equity, productivity, and misson. By providing the same
dlocationfor the same programs to eachdigtrict, the formula providesfor an equitable distribution
of funds. Because enrollment growth and decline affect the dlocation of funds, productivity is
addressed. Becausethe fundingstrategy recognizesdifferencesin programming; e.g., some digtricts
have a greater concentration of technica programs than others, mission differences are recognized
in the funding strategy.

The base operating grant hasbeen criticized because it isresdud in nature; that is, the amount of
state fundsis determined based on actual systemwidecost averages minuslocd, sudent, and other
revenues. Funding is caculated on the basis of “what is’, rather than “what ought to be”
Consequently, the basic operating grant does not address what the state
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should be investing in community colleges, and thereisno minimumstate commitment or foundation
levd. Smilarly, thereisa disncentive to exert more local “effort” or to become more cost efficient
because these efforts result in fewer State dollars.

Small College Grant. Lessthan 0.3 percent of funds are alocated for the Smal College Grarnt.
A lump sumamount ($60,000) isalocated to digtrictswithlessthan2,500 noncorrectiona full-time
equivaent sudents.

This drategy is desgned to recognize that smdl colleges have fixed costs, particulaly in
adminigrative areas, and that these costs should be recognized to some extent in funding.

Equalization Grant. Approximately 24 percent of funds are alocated for equalization. A grant
is made to colleges whose tax bases (Equalized Assessed Vauation) are below State averages.

This strategy focuses on funding equity and minimizesthe effect of the variancesin support resulting
from tax base differences within lllinois.

Performance-Based Incentive Grant. Currently, funds are not dlocated for the Performance-
Based Incentive Grant.

This strategy focuses on providing incentivesto digtricts to meeting or improving performance for
defined god's such as student educationa advancement.

Workforce Development Grant. Approximately 5 percent of funds are dlocated for the
Workforce Development Grant.

This strategy focuses on providing resources for digtricts to meet workforce training needs within
their locd communities.

P-16 Initiative Grant Approximately 0.4 percent of funds are dlocated for the P-16 Inititive
Grant.

This gtrategy focuses on providing incentives to digtricts for accelerated college enrollment.

Advanced Technology Grant. Approximately 4 percent of fundsarealocated for the Advanced
Technology Grant.

This gtrategy focuses on providing resources to didtricts to support Illinois Community Colleges
Online, Technology Equipment and Support, and Technica Skills Enhancement.

Soecial Populations Grant. Approximately 4 percent of funds are alocated for the Specia
Populations Grart.

This gtrategy focuses on providing resources to support adult basic education and remedia
education programs.

Deferred Maintenance Grant. Approximately 1 percent of fundsare dlocated for the Deferred
Maintenance Grant.

This strategy focuses on providing resources to districts to address deferred maintenance.

Retirees Health Insurance Grant. Approximately 0.2 percent of funds are alocated for the
Retirees Hedth Insurance Grant, which is alocated exclusvely to the City Colleges of Chicago.
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Process

The ICCB formed a Community College Funding Study Task Force in fall 2001. The Task Force was
widdy representative of dl stakeholders, induding smdl and large colleges, rura and urban colleges,
equdization and non-equdization colleges, ICCB daff, faculty, presidents, trustees, and senior
adminigrators. IBHE staff aso participated as observers in the meetings. The Task Force met on six
occasions to review dl aspects of the funding formula and strategies, and four committeeswere formed to
address various issues in an in-depth manner. The members of the Task Force and committees are
identified in Attachment D.

Task Force Recommendations

The funding strategies for 1llinois have a number of strengths — they have been used effectively for a
number of years and have credibility with various congtituencies; they are misson-driven by taking into
account differentid programmatic offerings and cogts at the colleges; they are productivity — based by
being sengtive to enrollment changes, credible information is used in alocating resources, Srategies have
been respongve to sate and educationa needs, and all community colleges support the proposal and
“gpeak with one voice.” For these reasons, a its first meeting the Task Force concluded that:

P The current funding formula has many good features
P The Task Force will work to modify and improve the current formula
P The Task Force will reach decisions by consensus.

The Task Force also expressed strong support for the excellent principles adopted by the Presidents
Council in1995 (whichwerelater summarized by the 1996 System Task Force), and theseprincipleswere
followed indeveloping the Task Force' s recommendations. The principlesare contained in Attachment C.

The Task Force makes the following Sx recommendations.
Equalization. Illinois community colleges receive a Sgnificant percentage of their revenues from loca

taxes. Each community college has two tax rates authorized through public referendum for: Education
purposes and Operations and Maintenance purposes. Annualy, each community college
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board adopts atax levy that cannot exceed the amount authorized by the voters. Some colleges levy the
maximum authorized while other colleges do not. To increase the tax rate, the board of trustees of a
community college must approve the increaseinthe tax levy, and the voters must authorizetherate increase
through public referendum. Legidation limits the increase to not more that 12 %2 percent for Education
purposes and 2 %2 percent for Maintenance purposes.

Since 1970, an overarching funding philosophy for Illinois community colleges has been — funding
necessary to educate a sudent should not depend on where he or she happens to reside. A sgnificant
amount of each college sresourcesflow fromthe local community, and thereare vast differencesintaxable
wedthamong local didtricts. For example, currently, local tax revenue per sudent varies sgnificantly from
alow of $638 per FTE at one college to a high of $5,938 at another college.

Because of these differences, the State of lllinois has sought to “equdize’ revenuesto community colleges.
Equdization is designed to assurethat collegeswithlimited local tax bases have accessto fundsto support
necessary educationd programs. Equdization funding provides avitd level of financia support for many
community colleges, and without these funds colleges would not be able to provide high quality programs
to locd communities. Currently, eght colleges receive more fundsin equdization than in base operating
grants. At the sametime, it isimportant for colleges to seek needed resources from local funds and from
students when appropriate.

Recommendation 1. Changesto Equalization Approach

The Task Force believesdl colleges should demonstrate “ good effort” ingarnering needed resources
for academic programming and services. Therefore, it is recommended that colleges seeking
equdization funds meet the following two criteria

1 The college shdll be taxing at 95 percent of the legad maximum operating tax
rate for both the Education and the Operations and Maintenance fundswhich
includes the equity tax provisionif gpplicable. Colleges not taxing at 95% of

the legal maximum operating rate due to not utilizing the equity tax provision
must make a public notificationof ther intent to levy the equity tax provison
once every five years.

The college shdl be charging tuition and universd feesa 85 percent of the
state average based on an andyss of data two years prior to dlocating the
equdization funds. Currently, the criterion is 85 percent of the State average
for tuition only.

This recommendation, which requires legidative action, would become effective in fiscal year 2005.

When equdization has met its intended purpose so that each inditution is funded at the appropriate
equdization leve, consideration should be given to digtribution of any available dollars to base operating
funding.

Small College Grant Award. A lump sum amount ($60,000) isalocated to districtswith lessthan 2,500
noncorrectiond full-time equivdent sudents. Thisaward isdesigned to recognize that smadl colleges have
fixed codts, particularly in adminigrative areas, and that these costs should be recognized to some extent
infunding. Althoughitisardativey amdl amount of money affecting only 15 colleges, it makesasgnificant
difference to these colleges.




Recommendation 2: Changesto Small College Grant Award
In recognition of the limited resources available to some colleges because of tax base limitations, it is
recommended that colleges. (a) with an EAV less than $350 million, (b) that qudify for equdization,

and (c) that have less than 2,000 noncorrectional FTE students shall receive an additiona $60,000
Smdl College Grant Award. Currently, the Smdl College Grant Award is $60,000. Based on current
data, five colleges would be affected by this recommendation.

RestrictedGrants. lllinais, like many states, has moved toward targeting resourcesto specific programs
such as technology. In lllinois, these restricted grants are alocated to Workforce Devel opment, P-16
Initiative, Specia Populations Grants, Deferred Maintenance, and Advanced Technology grants.

In 1996, the principles adopted by the President’s Council stated “ An appropriate revenue mix between
restricted and unrestricted state grants should be determined and maintained witha goal being that no more
than 10 percent of state grants should be restricted.” Currently, 15 percent of state grants are restricted.
The Task Force recommends that a soecific percentage limit should not be set for restricted grants.
Further, the system should seek opportunities for these specia initidives consigent with meeting the
educationa needs of communities and the Sate.

Recommendation 3: Restricted Grants
The Task Force determined that the current mechanisms and “drivers’ for alocating the restricted
grants are gppropriate and should continue to be used.

The Task Force recommends that colleges should have flexibility of alocating 50 percent of funds
amongthevarious categorieswithina sngle restricted grant. Currently, colleges may dlocate one-third
of funds withinasnge restricted grant. Asanexample, in the Advanced Technology Grant program,
collegesare able toredlocate one-third of the resources fromone component; e.g., equipment to Saff
traning. More flexibility in expending these resources alows each district to place funds to areas of
greatest need.

The ICCB has implemented this recommendation for fisca year 2003.

Funding Priorities. The ICCB has established five priorities for funding — Basic Operating Grants,
Equdization, Advanced Technology Grants, P-16 Initidive Grants, and Workforce Development Grants.

Recommendation 4: Funding Priorities
The Task Force endorsed the ICCB funding priorities, and emphasized the importance of the P-16

Initistive Grants.

Data. Thelllinois community collegesare known for having some of the best data sysems in the country.
The Task Force discussed the importance of having data systems that are responsive to the needs of
students and, at the same time, not create an undue burden on the part of the colleges.



Recommendation 5: Data Recommendations

The Task Force recommends that:
Data submissions should be accurate, consstent, and timely with problems handled
through the |CCB recognition process.
Requests for data should be limited to what are necessary to support information

needs. Collecting data for collection’'s sake should not be the norm.

The ICCB should work with colleges to expand pre-find submission data edit
cagpabilities to help ensure accuracy, consstency, and timeliness.

Data must be collected in a cons stent manner to provide fairnessfor dl ingtitutions.

Resdual Funding. Residud funding has been an area of concern for a number of years. Some specific
issues that have been identified are:

1. Thereisno minima gtate commitment or foundationlevel funding for community colleges.
Reather, the sate commitment is afunction only of the financid need remaining after other
sources of revenue are deducted. When colleges raise tuition or when voters gpprove a
tax increaseto support community colleges, these additiona revenues are subtracted from
the amount that the state provides.

2. If colleges exert more effort to become more cost efficient, it could result in fewer state
dollars.

3. Funding is based on “what is’ rather that “what should be’ because cogts are calculated
on an actud basis.

4, Although restricted funds are usudly provided as an addition to exiging resources and,
frequently, are not tied to enrollment levels, they have been deducted from the base
operating formula because of the residua nature of the formula.

During the Task Force' sddiberations, six districts(City Collegesof Chicago, DuPage, Lincoln Land, Elgin,
Lake Land, and Waubonsee) participated in apilot cost study that removed al restricted funds from the
unit cogt calculations.

Recommendation 6: Residual Funding
The Task Force recommends that, in fal 2002, al community colleges submit cost datato the ICCB

removing dl restricted fundsand associated enrollmentsexcept flow-through fundsto the Department
of Corrections.

The ICCB has agreed that the work of the Task Force should continue, and the Task Force plans to meet
agan onJanuary 10, 2003, to determine whether a modification to the formulato exclude restricted funds
is appropriate. A primary rationde in consdering this change is that restricted funds are provided as an
incentive to motivate behavior and, in many instances, are not enrollment driven. Restricted funds are
intended to be an addition to, rather thana subtractionfrom, funding dlocations. In other words, they are
intended to supplement rather than supplant existing resources. The amount of restricted grants varies
ggnificantly among the various colleges. Consequently, when restricted funds and associated enrollments
areincluded in the cost andysis, they may skew the dlocation of funds among campuses.
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Unfinished Business. Four areas of discussion by the Task Force are not finished:

1. Theresdua funding maiter outlined in Recommendation 6 above.

2. The finandng of adult education programs. The Adult Education Advisory Council was
edtablished in statute by the state Legidature. The Council has a Finance Subcommittee
that is addressing funding for Adult Basic Education. Marilyn Schmidt, KaskaskiaCollege,
Chair of the Adult Education and Family Literacy Advisory Council, and Phoebe Hem,
Truman College, Chair of the Adult Basic Education Finance Subcommittee, provided an
overview of the Committee's activities to the Task Force. The Finance Subcommittee
Advisory Council has developed five basic assumptions as a foundation for its work:

The state needs multiple types of providers to serve Adult Educeation students.

It is not the intent of the Committee to “drive any provider out of business.”

The dollars (funding) should “follow” the student.

Increased revenues (resources) are needed for Adult Education acrossthe state.
Duplication of records (student data, performance, etc.) should be diminished as
one method of redllocating exigting funds to increase services to students.

PaooTE

The Council plans to submit its recommendations to the Adult Education Advisory
Committee and the Presidents Council in October 2002. The Task Force recognizes the
need for additiond sudy in thisarea. At its May 2002 meeting, the ICCB established an
Adult Education Finance Study Commission to address adult education funding.

3. Community serviceand noncredit enrollmentsare growing areas that merit close attention
and care in reporting. Although no funding changes are recommended at this time, such
changes may beappropriateinfutureyears. The Task Force also observed that the system
has made substantia progressin collecting good data on community service and noncredit
enrollment activities, and that this information could be of subgtantia vaue in
communicating the scope and breadth of services provided by lllinois community colleges.

4, Tax caps and the evauations of farmland vaues are impacting loca revenues and the
funding of community colleges. It is important to begin collecting information regarding
changes so that an assessment can be made to determine the long-term effect of these
factors on funding for community colleges.

SUmmary

While no funding strategies are perfect, the Task Force believesthat the current funding system has served
the community colleges of Illinoiswdl. The funding formula has credibility, it focuses on productivity and
misson, it is based on credible information, and it has been responsive to state and educational needs. Of
particular importanceisthe support of al community collegesinspeaking withone voice. The modifications
that are recommended in this sudy are designed to make additiona improvements to these overarching
gods.
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Chapter One
Introduction
The Purpose of the Task Force

InDecember 1995, the Presidents Council completed a study of the operationa funding of the community
college sysem in Illinois. Itsreport, entitled Operational Funding of Community Collegesin Illinois:

ANew Look, was comprehensive in nature and included an evol utionary history of the current funding plan
usedinlllinois areview of other states funding plans, principles to guide future funding plan devel opment,
aconceptud framework for modifying the current funding planused inlllinois, and recommendations of the
Presdents Council Task Force to the Illinois Community College Board.

At its medting on January 19, 1996, the Illinois Community College Board received the report of the
Presdents Council and adopted the following motion:

The Illinois Community College Board hereby authorizesitsExecutive Director to establish
aSystemFunding Task Forcetoreview, analyze, and assess the impact of concepts
(emphasis added) included in the Presidents Council's report entitled, Operational
Funding of Community Collegesin Illinois. A New Look, aong with other concepts
that the task force may wishto consider, suchtask forceto completeitswork no later than
September 1, 1996, and to consist of the following representation:

Presidents Council

Illinois Community College Trustees Association
lllinois Community College Chief Financid Officers
[llinois Community College Faculty Association
lllinois Council of Community College Adminigtrators
Student Advisory Committee

[llinois Community College Board

[llinois Board of Higher Education

The System Funding Task Force was formed on March 13, 1996, and met five timesbetween April 2 and
August 13, 1996, to complete the task that it had beenassgned by the Illinois Community College Board.

The remaining chapters of this report will detail the activities of the system task force and are brokendown
intothefallowing mgor areas. areview of the Presidents Council report including objectivesand principles
adopted by the Council, areview of the funding objectivestested, and recommendations of the task force.



Report of the System Page 2
Funding Task Force

Chapter Two

Review of the Presidents Council Report

Prior to ther initid meeting, the System Funding Task Force members received copies of the Presidents
Council report inorder to acquaint themsaveswith the issues and the recommendations inthe report. The
Presidents Council report, which was published in December 1995, was a comprehensive study of the
funding formula in lllinois and took almost two years to complete. Dr. James M. Howard has been
acknowledged by the Presidents Council for hisextensive work inresearch, dataandysis, and preparation
of the report.

The report was brokendown into Sx mgor areas, an explanation and history of the current funding plan
in lllinois, a review of literature regarding the evolution of funding plans, areview of other states funding
plans, principles to guide future funding plan development, a conceptud framework for modifying the
current funding plan in [llinois, and recommendations of the Presidents Council Task Force.

The System Funding Task Force, at its first meeting on April 2, 1996, reviewed the report and focused on
the recommendations of the Presidents Council Task Force. Thethree recommendationscontainedinthe
report were (1) to adopt, inprinciple, the conceptual framework presented in Chapter VI of its report; (2)
prior to implementation to form a task force with broad system representation to review its work and to
research, develop, and test the concepts and to involve the lllinois Board of Higher Education (IBHE),
presidents, and trustees to present and explain the report to gppropriate governmentd entities, and (3)
to begin implementation with the fisca year 1998 budget request.

The first recommendation provided the basis for much of the System Funding Task Force'swork. Chapter
V1 of the report provided the conceptual framework for modifying the current funding plan for community
collegesin lllinais. It incdluded six funding objectives which were the hypotheses to be tested as follows:

Objective 1. Toobtain afar share of state-gppropriated funds for community colleges.

Included in the Presidents Council report were dternatives to usng the resdua concept and
increasing categorica and bloc grant funding.

Objective 2. To refineimprove unit cost caculations.
Discussion pointsin the Presidents Council report under this objective included reviewing current

cost centersto determine their homogeneity and the feasibility of establishing a base year for unit
costs then applying a cost index, such as the Higher Education Price Index, to future unit cogts.
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Objective 3. To redefine productivity by reducing the dependence for funding of the production
of credit hours.

In the Presidents Council report, considerationwas givento the use of square footages asabasis
for funding operations and maintenance cogts, and to identify measures of productivity other than
credit hours as away to qudify for state funds.

Objective 4: To encourage and recognize qudlity, efficiency, and productivity at the collegeleve
and to raise the level of accountahility.

The redlization under this objective in the Presdents Council report isthat it will take sometime
to identify and gain consensus of valid performance and accountability measures. However, the
importance of beginning the process to addressthisissue is stressed in its report.

Objective 5: To continue making provision in state funding for inequitable amounts of locd tax
revenue per student, but to initiste effortsthat recognize the cost of programs and loca taxing and
tuition assessment efforts.

Under this objective, the Presidents Council report included discussons consdering the use of the
program mix of digtricts receiving equaization grants in comparison to statewide program mix
averages, and recognition of the amount of loca taxing and tuitionassessment levels as the bases
for recelving equdization funding.

Objective 6: To continue those funding principlesthat are consstent with Presidents Council and
other widely accepted principles.

This objective in the Presdents Council report recognizes that the current funding plan has many
concepts that need to be retained. These include the concepts of (a) buffering, (b) utilizing fixed
and vaiable cost cdculations, (¢) maintaining categoricd (restricted) grants that provide funding
for locd, statewide, individua, and corporate needs, (d) maintaining the equaization concept, (€)
utilizing verifigble costs of indructionas abasis for funding, (f) utilizng verifiable or audited data but
providing new program startup costs, and (g) not counting competitive grantsreceived by colleges
as asource of loca revenue when state funding needs are calculated.

Thereaultsof the analysis completed to test these objectivesare contained in chapter four of this report.

The second recommendation of the Presidents Council report wasprior to implementationto form a task
forcewithbroad systemrepresentationto review its work and to research, develop, and test the concepts
and to involve the Illinois Board of Higher Education (IBHE), presdents, and trustees to present and
explain the report to appropriate governmenta entities. This recommendation was

implemented by the ICCB's formation of the System Funding Task Force. However, to fully implement
this recommendation, work will need to continue through the involvement of the IBHE, presidents, and
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trustees to explain the recommendations of this report and the Presidents Council report to governmental
representatives at the Sate, federd, and loca levels.

The third recommendation of beginningthe implementationwithfisca year 1998 isincluded in chapter four
of thisreport.
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Chapter Three

Review of Funding Principles

Chapter V of the Presidents Council report provided for the discussonof principlesto guide future funding
plan development. Funding principles trandate philosophy and concepts into practica guiddines and
directions.

As noted in the Presidents Council report, it is important that funding principles recelve extensive debate
and consensus. Thishad occurred during the devel opment of the Presidents Council report withinput from
community college presidents, trustees, and gaff of the lllinois Community College Board.  The principles
adopted by the Presidents Council were asfollows:

1 Full budgetary authority for the didtribution of state funds should be vested in the
ICCB.

2. ICCB resrves the right to seek funds from the Legidature based upon itsown
independent andysis of need.

3. As long as there is an expectation in the formula that certain locd tax revenue
levds are available, local didricts should have statutory authority to generate those
levels

4, An gppropriate revenue mix among local taxes, sudent tuition, and state grants
should be developed and maintained with a goa being no lessthat one-third of
total revenues being derived from date grants.

5. The resdud funding concept should be disbanded and a modd with minimal
(foundation level) state support established in its place.

6. An appropriate revenue mix between restricted and unrestricted state grants
should be determined and maintained with a goa beng that no more than
10 percent of state grants should be restricted.

7. Equdizing locd tax revenue availability through state grants should continue as a
principle, provided that participating inditutions mest a minimum tuition/fee
threshold.

8. Local digtricts should be able to generate funds through federal and private grants
without being pendized in the formula
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10.

11.

12.

13.

While the primary focus of the formula should be cost-based and dlow for cost
variations among courses and programs, the cost centers and variations should be
reexamined periodicdly to determine thar vdidity.

There should be an appropriatedistributionof state and other grantsto community
colleges other than those appropriated to the Illinois Community College Board.

The extent to which gtate grants depend on enrollments should be diminished;
other methods of generating state revenues should be incorporated intothefunding
mechanism.

Because the formula includes a two-year lag in terms of funding enroliments,
further attention needs to be given to new program initiation and its associated
costs.

Colleges mudt retain the right to set their own tuition levels.

The Presidents Council report aso included the following principles which were consdered to be worthy
of consderation as funding plans are developed. While not formally adopted by the Presidents Council,
these principles enjoy a broad consensus amnong community college funding experts. They areasfollows:

1.

2.

Funding should be tied to, or congstent with, system gods and priorities.
Funding plans should encourage and reward qudlity, efficiency, and productivity.
Funding plans should promote accountability.

Funding plans should encourage innovation.

The impact of subgtantid enrollment changes should be minimized through
"decoupling”; eg., by not basing dl funding on student enroliments.

The impact of substantial enrollment changes should be minimized through
"buffering’; e.g., by dtering the enrollment measure through use of enrollment

averaging.
Cogt calculations should be more reflective of need rather than past experience.

Fixed and variable cogts should be afactor in determining state funding.
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The Sysem Funding Task Force reviewed the principles enumerated in the Presidents Council report.
Theseprincipleswerethentied to the results of the obj ectivestested inthe conceptual framework contained
in the Presidents Council report as a method of providing refinements to the funding principles. These
funding principle refinements are recommended in chapter four of this report.
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Chapter Four

Discussion and Recommendations of the System Funding Task Force

The one recurring theme throughout the deliberations of the System Funding Task Forcewasthe need for
continuous review and change to the operationa funding formulaof the community college systeminlllinois
As society's needs congantly change, so must the community college systemchange. The sysem'sfunding
formulamust remain digned withitsenvironment and must beableto recognize changing prioritiesand have
the flexibility and adaptability to move in the direction needed.

The recommendations of the System Funding Task Force are based upon the review of the funding
principlesand objectives previoudy discussed.  Some of the recommendations can beimplemented with
the fiscal year 1998 budget request. Others need additiona time for study and andyss which will require
implementation dates of fisca year 1999 and beyond.

The recommendations of the System Funding Task Force are asfollows:

C Funding Principles
Discusson  Asnoted inthe previous chapter, the funding principles enumerated in the Presidents
Council report were reviewed by the System Funding Task Force. It was suggested that the
principles recommended for adoption should be very broad infocus to engble their useto continue
for a subgtantia period of time. As a result, the funding principles were refined to include the
philosophies of the broader consensus based principles contained inthe Presidents Coundil report.

Recommendation: It is recommended that the following seven funding principles be adopted:

1 Funding should be tied to, or consstent with, system goals and priorities.

2. Funding should not solely be based on student enrollments; decoupling fromcredit
hour funding should be used, where appropriate, to properly aign the funding
formulawith community college activities.

3. Equdizing locd tax revenue availability through sate grants should continue.

4, Funding from state sources should not be based solely uponthe residua concept.

5. Funding should be cost based, with periodic reviews to ensure that the costs

accumulated provide the proper level of accountability to accurately reflect the
activities of the system.
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Funding should encourage and reward qudlity, efficiency, productivity, and
innovation through performance-based components.

Theimpact of substantia changes in funding should be minimized through the use
of buffering.

Funding Objectives

The SystemFunding Task Forcespecificaly identified and tested the following funding issuesbased
upon the objectivesin the Presidents Council report.

1.

Operations and Maintenance Funding

Discusson Currently, the funding of operations and maintenance expensesisincluded in
credit hour grant funding and is enrollment-based.  Severa other states have broken out
these costs and have begun funding these expenditures in a separate funding category
based on factors other than enrollment. The rationde for considering this concept is that
each college has a certain levd of operating and maintenance expenses that must be
covered, regardless of the number of students or credit hours generated.  Also, with the
increasing use of college facilities for noncredit hour generating activities, there is less
judtification for continuing to fund this category of costs through the present alocation
sysem.

The System Funding Task Forcereviewed severa scenariosfor distributing operations and
maintenance funds based upon state-funded square footage versus total funded square
footage in lieu of credit hour grants. The use of leased space in the calculations was
considered, and methodol ogies of how to account for age, type, and utilization of facilities
were discussed. Whileit was determined that judtification existed for funding operations
and maintenance costs in a separate funding category, sufficient data are not available to
provide an equitable distribution method at this time. With additiona research, this
category could be established for future funding.

Recommendation: Thetask force recommendsthat thelllinois Community College Board
create a separate funding category for Operations and Maintenance funding. In order to
implement this recommendation, additiona data collection and andysis are needed. The
task force dso recommends that a Capita Task Force be established to:

@ Revise the current capital budgeting process to capture more accurate
data concerning capital needs and uses which will dlow for the
identification of other funding measures.

(b) Revamp the facilities file (consder age, type, and utilization of facilities).



Report of the System Page 10
Funding Task Force

(© Consder induding leased space for which colleges are responsible in
Operations & Maintenance calculations.

(d) Review other dates literature.

(e Include analysis of state-funded versus total funded space.

® Target the fisca year 1999 budget request for implementation.

2. Equalization Reform

Discusson: Equaization, in concept, makes provisons for alowing al students equa
educationa opportunities regardless of where they resde. This concept is widdy
accepted inlllinois. The current equdization formulais designed to compensate didtricts
that have a below average tax base per in-district student. The formula assumes a
statewide average tax rate, but does not prescribe a qudifying tax rate or a quaifying
tuition rate to ensure that each digtrict is making a strong effort in obtaining adequate
revenues for the college from loca sources.

The System Funding Task Forcespent muchtime and effort in discussions concerning how
to more equitably digribute equalization grants. The discussons induded policies
regarding tuition that have been adopted by the Illinois Community College Board and
the lllinois Board of Higher Education. Agreement was reached on threeissuesregarding
futureequdizationfunding. Firgt, the concept of using 85 percent of the statewide average
tuitionrate asaqudifier to recelve equdizationwas accepted. The buffering principle was
used through the establishment of a trandtion period, whereby didtricts below the 85
percent level would have four years to reach that leve.

Second, a program mix badgis for equdization funding based upon program mix and unit

cost was a0 accepted. This bass digns the funding formula with the principle of cost-

based cdculations.  As with the tuition qudifier, it was suggested that the buffering
principle be used to minimize the impact that a change to a programmix basis for funding
equaization might create. In concept, colleges would receive equdization funding based
upon the larger of the program mix caculation or the current formula caculation for a
certaintrangtionperiod. Over time, itisanticipated that dl districtswill moveto aprogram
mix caculation for equaization funding in the future.

Finaly, each year thereare afew ditrictswho qudify for equaization, but do not receive
equdizationfunding. Thisis due to limited state funding which requires a proration of the
annua average threshold amount. Because of this proration, a didrict that is close to the
statewide average could drop out of equdization funding. The System Funding Task
Force agreed that aminimum grant should be included in the equdization funding formula
to compensate those districts who qudify for equalization prior to the reduction of the
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threshold. This procedure will dso diminate confusion regarding digtricts quaifying for

the equity tax.

Recommendation: The following recommendetions are made concerning equaization.

1. The use of 85 percent of the statewide average tuitionrate as aqudifier to receive
equdization funding subject to the following rules:

@

(b)

(©

(d)

A one-year trangtion (fisca year 1998) with a subsequent three-year
phase-in period beginning with fisca year 1999 exid to adlowthe didtricts
below the 85 percent threshold time to develop a plan to reach the
requiredtuitionlevd. Thisfour-year planfor tuition ratesis congstent with
the lllinois Board of Higher Education's god concerning planned tuition
increases.

A percentage reduction in equdization funding for those districts not
meseting the 85 percent qudifier beginning in fiscd year 1999. The
reductions will consst of a 75 percent funding level for those districts
between 80-84 percent of the statewide average tuitionrate, a 50 percent
funding level for those didtricts between 75-79 percent of the statewide
average tuition rate, and O percent funding for districts under 75 percent
of the statewide average tuition rate (see Table A for an example). Any
residua equalizationfunds after reductions for those districts bel ow the 85
percent statewide average tuition rate will be redistributed to the rest of
the equdization didtricts.

A dallar amount limitation per year in the tuition increase expected of
digtrictsbel ow the average to avoid funding reductions. Theamount of the
limit will be caculated as the prior year's known increase plus $1. For
example, the planned fiscd year 1999 minimum tuition rate will be
caculated based upon the fiscd year 1997 average tuition rate increase
over fisca year 1996 plus $1. The base year statewide average tuition
rate will be fiscd year 1996. The tuition rates to be used each year in
determining the statewide average will be those rates effective for each
digtrict on duly 1 of each yesr.

By August 1 of eachyear, the lllinois Community College Board will notify
those digtrictswhose tuitionrates will not meet the 85 percent qudification
in the upcoming budget year. Thiswill enablethose didtricts under the 85
percent level to make aninformed decisionconcerning their tuitionpolicies
that are to be effective for the following yeer.
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2. The use of aprogrammix bass for equaization funding should be reviewed by the
lllinois Community College Board's Finance Advisory Committee with a
recommended plan of action prepared by no later than August 1, 1997. The
program mix basis would dign the funding formula with the principle of cost-
based caculations. The use of the buffering principleis aso recommended asa
means of moving toward aprogrammix basis without creeting undue hardship on
digricts. The recommended plan should be reviewed by the Presidents Council
Finance Committee, the trustees, and the lllinois Community College Board at its
September 1997 meeting.

3. The egablishment of aminimum grant of $50,000 per digtrict for those digtricts
who qudify for equalization based upon 100 percent of the threshold beginning in
fiscd year 1998. This minimum grant will diminate confuson regarding
gudification for the equity tax.

3. Movement From the Residual Concept

Discusson  The current funding formula is resdud in nature.  This means that the
cdculationof the state credit hour grants to community collegesis based upon the amount
that is remaining after total syslemneedsare reduced by other forms of revenue (primarily
locd taxes and tuition). It has been necessary in the past to introduce program
improvement fundinginaddition to the amount needed to fund credit hour grantsin order
to support those programs identified as system priorities.

The Presidents Council report discussed two aternativesfor consderation. Thefirst was
to seek aminmumor foundation funding level, such as one-third of net ingtructiona costs.
The other dternative was to seek to increase Illinois Community College Board
categorica or bloc grant fundinginareas of systempriority, suchasworkforce preparation
and adult educetion.

The System Funding Task Force spent a considerable amount of time reviewing the
dternatives prescribed in the Presidents Council report, as well as considering other
drategies as dterratives to the resdua concept. Based upon an andysis of the
comparison of total state funds (including non-1CCB grants) to net ingtructiona cogts for
the 9x credit hour funding categories, it was determined that some categories were
adequatdly funded while othersfdl short of the suggested minimum foundation leve of one
third. It was dso determined that the probability of obtaining a minimum foundation
funding level for each of the funding categories was not very high & thistime. However,
it was suggested that this analysis be used to identify areas of priority for program
improvement funding.
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Asa reault of these discussions, darification of a "modified residua concept” for credit
hour grant funding began to emerge. This methodology improves the technica qudity of
the resdua formula by adding program improvement funding categories that are directly
related to system priorities. Greater flexibility is maintained though the ability to redign
program improvements with system priorities. Also, it was the consensus opinion of the
task force that increasesin bloc grant funding should continue to support noncredit hour
based program needs.

Recommendation: The following recommendations are made regarding movement from
the residua concegpt.

1. The task force recommends that the Illinois Community College Board continue
to seek increased funding for system priorities.

2. It is recommended that the Illinois Community College Board endorse the use of
the "modified resdua concept” for credit hour grants through the continued use of
program improvement funding categories that are digned with system priorities.
Also, continue to seek additiond funding for bloc grant initiatives aswas donein
fisca year 1997.

4. Bloc Grants

Discusson: The work of the System Funding Task Force focused on the following bloc
grants. specid populations, workforce preparation, and advanced technology. Each of
these grantsis considered to be a high priority for the future. However, concerns were
raised by task force members as to whether the current distribution methods for these
grantswereproperly dignedwiththe system's activitiesrel ated to these grants and whether
congderation should begiventoward moving away from credit hour and enrollment-based
distribution methods.

< Special Populations Grant

Discusson: The specid populations grant is targeted to serve the many students
who enroll a community colleges with academic deficiencies and physical
chalenges that require specid assstance by the college. The current distribution
methodology is based on a grant of $20,000 per college with the remainder
digtributed on remedia and adult basic/adult secondary education hours. It was
suggested that moreaccurate measurementsfor targeting specia populations exist.
The Task Force agreed that a better distributionmethod would be through a base
grant with future years increasesinthe grant being distributed based upon specid
population measurements, such as zero Expected Family Contribution (EFC)
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students and physicdly chdlenged students per didrict. Also, current specid
popul ations data collected would be reviewed for appropriateness as distribution
measurements.

Recommendation: It isrecommended that the fiscd year 1997 funding levd be
used in future years as a base grant amount. For fisca year 1998, any funding
above the fiscd year 1997 leve will be distributed based upon the measurements
targeted at specia populations, such as the number of zero EFC students per
digtrict or other special populations student data currently avalable. Additiond
measures should be implemented (i.e, the number of physicaly chalenged
students per didtrict) as data to support these measures are found to be verified
and rdiable. It is recommended tha the Illinois Community College Board's
Finance Advisory Committee be responsible for developing these additiond
measures for the fiscal year 1999 budget.

Workforce Preparation BusinessIndustry Grant

Discusson: The workforce preparation business/industry grant was originaly
based uponaflat grant of $30,000 per didtrict with the remaining dlocationbased
upon funded occupationa hours. The flat grant amount has been increased to
$35,000 per district. The origina idea of the base grant amount was to partidly
fund the sdaries and benefit cogts of a businessindustry center staff on each
campus. Whilethe dlocation of the grant based upon occupational hours appears
reasonable, theflat grant amount needs further study and revison. It appearsthat
the $35,000 base amount no longer accurately reflects the cost of a
businesslindustry center staff today. Based onthe most recent salary survey data,
thisfigure is gpproximately $75,000.

Recommendatiorn: It isrecommended that thefiscd year 1998 base grant amount
be caculated at $75,000 which represents the current cost of gaffing acollege
business/industry center. In futureyears, this cost should be inflated by the Higher
Education Price Index.

Workforce Preparation Education-To-Careers Grant

Discusson: The workforce preparation education-to-careersgrant is distributed
based upon a base grant of $100,000 per district with the balance distributed
based upondigtrict population. The base grant amount is currently needed to fund
infrastructure at the colleges for establishing education-to-careers partnerships.
The didtrict populationdigtributionis not reflective of the activities being performed
at the colleges. Better measurementsare labor force, unemployment, and welfare
caseload numbers. Thesethree measureswill address the purpose of the grant in
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terms of upgrading the kills of the current workforce, employing the unemployed,
and reducing the welfare casdoad. Also, the need to maintain flexibility in
remburdngworkforce preparation-rel ated expenses by methods other than credit
hours was considered a priority.

Recommendation: It is recommended that the base grant of $100,000 remainin
place for fiscal years 1998 and 1999, but a redistribution of the remaining grant
funds should occur by utilizing labor force, unemployment, and welfare casdload
data

Future measures might include the number of people upgraded and other
customized training not reimbursed, such as dollar volume under contract, number
of nonreimbursed enrollees, and in-gtate versus out-of-State training. After fisca
year 1999, the base grant amount should also be reviewed. It is recommended
that the Illinois Community College Board's Finance Advisory Committee be
responsible for recommending future measures for the fisca year 1999 budget.
It is dso recommended that flexibility in reimbursing workforce preparation-
related expenses by methods other thancredit hoursbe considered apriority inthe
future.

Workfor ce Preparation Student Support Services Grant

Discusson The workforce preparation student support services grant is to be
used for expanson and enhancement of student support services related to
workforce preparation. Theseindude servicessuchas career assessment, career
interest inventories, and providing ass stance withtutoring, development of college
study skills, day care, and job placement. The current distribution methodology,
based upon student headcount, was discussed and was found to be adequate.

Recommendation None.

Advanced Technology Equipment Grant

Discusson: The advanced technology equipment grant is used to purchase state-
of-the-art ingructiona equipment. The digtribution methodology for this grant,
which is based upon occupationd credit hours, was found to be adequate.

Recommendation None.
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< Advanced Technology Support Grant

Discusson The advanced technology support grant recognizes the community
college system'’s critical need for technologica advances in al areas of their
operations, aswdl as the need for more efficient operations of indtitutions. These
grant funds hdp defray the costs related to infrastructure, transmission, and
mai ntenance costs associated with technology support. The current distribution
methodology is based upon a grant of $100,000 per digtrict with the remainder
digributed based on student headcount. Questions arose as to the
appropriateness of the base grant amount and student headcount as the basis for
digributing the remaining funds. It was determined that additiona research is
needed inthis areato ensure that the distribution methodology accurately reflects
the costs associated with this grant.

Recommendation: It is recommended that, for fiscd year 1998, the Illinois
Community College Board's Finance Advisory Committee review the current data
used to identify the cost of delivery to the number of students served through
technology-based learning to better dign the digtribution of this grant with its
related costs and to capture additiona credit hours generated through technology-
based learning.

5. Movement Toward Performance-Based Funding

Discusson A number of community college sysems in other dates have set aside smdl
amounts (usudly 1-5 percent) of their gppropriations to encourage and recognize qudity,
effidency, and productivity improvements. While this component will take sometimeto
develop, the newly enacted legidationregarding adult education requires a performance-
based component in its funding formula. It is possible that a parallel structure could be
used for the adult educationfunding component of the community college sysem formula.
Also, the lllinois Community College Board received operating funds in fisca year 1997
for the development of performance indicators.

Recommendation: It is recommended that the Illinois Community College Board
implement a performance-based funding component no later than fiscal year 1999.
Consderation should be given to funding adult education using apardld sructure to the
adult educationagreement  between the 1llinois Community College Board and the lllinois
State Board of Education.
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6. Cost Analyses

Discusson In order to effect some of the changes in the funding formula, additiona cost
andyseswill berequired. The System Funding Task Force discussed the following areas
where additiona cogts analyses are needed.

1. Review the homogeneity of the six credit hour funding categories currently inuse.
Analyses that were prepared indicated that wide cost variations exist within some
of the funding categories.

2. Congderation should be given to funding high-cost/high-demand programs
differently, ether through their own funding category or through the use of
differentid funding within categories

3. High-cost/low-demand programs were aso an area of discusson. These
programs should be reviewed to determine if funds can be identified that can be
better utilized by the system in other program areas. The utilization of the PQP
initiativesidentified by the system is a resource that can be used to help address
the issue of high-cost/low-demand programs.

4, The need for a cost study of adult educationwasaso discussed. Concerns were
raised regarding whether the current cost accumulation system accurately reflects
the system's adult educetion activities.

5. Congderation of beginning to fund the startup costs for new programs through a
separate funding category. Since system funding is based upon two-year-old
audited data, no provisgons currently exist for funding the startup costs of new
programs.

Recommendation: It is recommended that the following cost analyses be prepared by
[llinois Community College Board g&ff for inclusoninthe systemoperating budget request
no later than fiscal year 2000.

1. Review the homogeneity of the current cost categories for adequacy.

2. Consider funding high-cost/high-demand programs differently, either through their
own funding category or through the use of differentia funding within categories.

3. Review high-cost/low-demand programs as a possble area for funding
redigtribution.

4, Prepare a cost study of adult education to determine whether the current cost
accumulation system accuratdly reflects the system's activities.

5. Consder funding Startup costs of new programs through a separate funding

category.
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GLOSSARY

Adult education. Instruction provided to studentsinthe areas of adult basic education (below 9th grade
kill levd), adult secondary education (9-12 grade skill level), GED (high school equivdency exam), and
ESL (English as a Second Language).

Average annual threshold (equalization). The statewide weighted average amount of local property
and corporate persona property tax revenue received per full-time equivdent student by community
collegesin lllinois.  Didtricts with locad revenue per FTE below the statewide average are digible for
equdization grant funding.

Base (flat) grant. A flat dollar amount digtributed to each digtrict (or college) regardiess of enrollment
or other factors.

Bloc grant funding. Fundstargeted for statewide initiativesand disbursed to colleges on bases other than
credit hour or enrollment factors.

Buffering. A method used to lessen the impact of fluctuations due to changes in funding mechanisms.

Categorical (restricted) funding. Grantsdistributed to collegesfor aspecified purposewith restrictions
placed on the types of alowable expenditures.

Competitive grants. Grantsfor specid projects for which a college would have to compete for award
of available funds.

Cost centers. Net ingructiona unit costs per funding category. See net instructional costs.

Credit hour grant funding. Unrestricted funds disbursed to colleges on the basis of credit hours
generated in Six reimbursable ingructiona (funding) categories.

Credit hour. Unit of enrollment measurement used for formula-based funding. One credit hour equalsone
Student enrolled for one credit hour of ingtruction

Decoupling. A method to base funding on measures other than credit hour production or other enrollment
data

Differential funding. Funding at arate above or below the average rate due to specia circumstances.
Equalization grants. Unredtricted grants to colleges with loca tax revenue per FTE student below the

satewide weighted average threshold. These grants are an attempt to reduce the disparity between
digrictsin loca property tax funds available per sudent.
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Equity tax. Additiona tax levy authority granted by Section 3-14.3 of the Public Community College Act
to digible equalizationdistrictswith educationa and operations and maintenancetax levy rateslessthanthe
certified satewide average rate.

Fixed costs. Codsthat are not necessarily related to the Size of the ingtitution or shiftsin enrollment.

Foundation level (minimum level). A levd of funding per credit hour determined to be a minimum
obligation on the part of the State. Usudly defined as one-third of net indructiond unit costs.

Fundedhours. Reimbursable semester credit hours caculated for funding purposes by utilizing the higher
of (a) actud credit hoursgenerated inbase fiscd year or (b) average of past threefisca year's credit hours.

Funding category. Program categoriesof ingtruction dassfied by disciplineareainto reimbursablefunding
categories. Current funding categories include: (1) baccaaureate/transfer, (2) business and service
occupational and vocationd, (3) technical occupationd and vocationa, (4) hedth occupational and
vocationd, (5) remedid education, and (6) adult bas c/adult secondary/English as a Second Language.

Full-time equivalent student (FTE). Defined as a student producing 30 credit hours annually.
IBHE. Illinois Board of Higher Education
ICCB. Illinois Community College Board

Local tax revenue. The amount of revenue received through property taxes and corporate personal
property tax replacement revenues.

Modified resdual concept. Current resdua methodology with program improvement aress identified
for additiond funding above formula-driven caculaions.

Net ingtructional costs. Costsfor ingtruction in coursesapproved for credit. Costsinclude expenditures
for teaching sdaries, direct departmental and equipment costs, academic adminigtrationand planning costs,
and an dlocated proportion of support costs (learning resources, student services, administrative data
processing, generd administration, operation and maintenance of plant, inditutiona support, and building
rentd).

Nonreimbur sed enrollees. Students served outside of the college credit program which is digible for
credit hour grant reimbursement.

Occupational hours. Credit hours generated in funding categories (2) businessand service occupationa
and vocationd, (3) technical occupationd and vocationd, and (4) health occupationa and vocational.
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Operations and maintenance costs. Activities necessary to maintain physica facilities, including
grounds, buildings, and equipment. Includes campus security, plant utilities, and equipment, materids and
supplies necessary to support this function.

Perfor mance-basedfunding. Funding based upon defined performanceindicatorsor outcomemeasures.
Priority, Quality, and Productivity (PQP). A gatewide initiative implemented by the lllinois Board of
Higher Education in 1991 torefine prioritiesinorder to strengthenthe quaity and improve the productivity
of lllinois higher education. The initigtive requires intendve examination of multiple aspects of higher
educationand involves pardld review and decision making at the college, governingboard, and state levels.

Program improvement funding. Identified ingtructiond categories that require additiond state funds
targeted for specia purposes or needs.

Program mix. Proportion of credit hours generated in each ingtructiona funding category.
Residual concept. Method used to calculate state funding to the community colleges by determining the
total amount of estimated revenue needs remaining after dl other sources of revenue are subtracted. This

ca culation represents the credit hour grant funding request.

Square footage. Gross square footage of permanent or temporary, state-appropriated or locally funded,
gpace owned and operated by the community college.

Technology-based learning. Ingruction provided viainteractive telecommunications technology.
Unit cost. Net ingtructional costs per semester credit hour. See definition of net instructional costs.
Variable costs. A cost that is dependent upon the leve of service provided.

Zero EFC. Financid aid students who have no expected family contribution to their educationa costs.
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COMMUNITY COLLEGE OPERATING GRANT DESCRIPTIONS

Base Operating Grant
. Credit Hour Grant
This grart is dlocated to didtricts based upon credit hour enrollment in sx funding
categories (Baccdaureate, Business, Technica, Hedlth, Remedid, and ABE/ASE). The
hoursused in the grant are the greater of the two years prior fisca year actual credit hours
or the average of the past threefiscd years. The grant rates are derived by taking the past
completed fiscd year net ingructiond unit cost and weighing that to get atwo-year cost
increase. From thetwo-year weighted unit cost by funding category, tuition and fees, local
tax contribution, vocationa/adult education grants, and other revenues are subtracted out.
If needed, arate support is added back into the grant rates to get the total grant amount.

. Gross Square Footage Grant

Thisgrant is dlocated by the weighted gross square foot times a rate that is derived by

taking the total grant amount divided by the total weighted gross square footage.. If the

gross square footage(GSF) per sudent headcount is above the dtate average then a
weighted gross square footage is used inthe alocation, otherwise the digtricts actual gross
square footage isused. The weighted GSF is derived by taking the amount greater than
the state average GSF per student dividing that in haf and thenmultiplying by the student

headcount. Thisamount isthen added to the digtricts totdl GSF. The total GSF is either

the digricts actual GSF or if the districts GSF per student headcount is gregater than the
state average GSF per student headcount then the GSF per student headcount multiplied
by the didtricts actual student headcount is used.

. Smdl Callege Grant
This grant is digributed to digtricts with less than 2,500 noncorrectiond full-time equivaent
dudents. The dlocation isthe number of digricts that qudify divided into the total grant amount.

. Equdization Grant
The grant is alocated by taking the caculated statewide threshold minus the digtricts local tax

revenue per full-ime equivdent(FTE), and thenmultiplying this amount by the districts FTE. Only
the amounts greater than zero are used in the grant. If adigtrict has an amount greater than zero
prior to any proration factor being used but becomes less than zero after the prorated amount is
factored into the grant then the digtrict will receive a minmum grant amount.  The statewide
threshold is derived as follows, the funded equalized assessed vauation (EAV) is added to the
funded CPPRT which is divided by the state average tax rate. Thisamount isthendivided by the
digrict’ sfunded FTE. Thisfina amount isthen multiplied by the State average tax rate to end up
with the statewide average threshold. The threshold will be adjusted by the prorated factor that



isused. Thefunded EAV isthelesser of themost recent EAV or the average of the past two years
EAV. Thefunded CPPRT isthe lesser of the most recent CPPRT or the average of the past two
years. The funded FTE is the greater of the past two years completed in-district FTE or the
average of the past three years completed in-didtrict FTE.  The statewide tax rate is derived by
taking the total EAV divided by the totd extensons amount. Thetotal extensons amount is the
digrict' sEAV multiplied by the digtrict’s actud operating tax rete.

Performance-Based [ nitiative Grant

Thisgrant is alocated as 60 percent for state defined gods and 40 percent for alocaly defined
god. The date gods consst of 1)student satisfaction, 2) student educationa advancement,
3) student success inemployment/continuing education, 4) sudent transfers, 5) popul ation served,
and 6) remedia course completionrate. Theloca god is chosen by the digtrict from the areas of
workforce development, technology, and responsivenessto loca priorities.

Workforce Development Grant

. Current Workforce Training
The dlocation is done by getting arate to multiply by the number of employed personsin
the digtrict. If thisamount is below $50,000 then the ditricts dlocation is brought up to
that amount. Therateisderived by taking theinitid alocation amount (total grant amount
less dollars used to get digtricts to the minimumthreshold) and dividing that by the number
of total persons employed.

. BusinessIndusiry Services
Thedlocationis done by giving each digtrict aminmumgrant and the remaining alocation
done by teking a rate of remaning funds and multiplying by the number
occupationa/vocationa funded credit hours. The rate is derived by taking the remaining
dlocationamount (the total grant lessthe basic dlocation amount) and dividing by the total
occupationd/vocationd funded credit hours.

. Education-to-Careers

The dlocationconsstsof 1) abasic dlocation, 2)alocationfor anunemployment rate, and
3) an dlocation by the number of personsin the digtrict’ s labor force. The dlocation for
the unemployment rateis derived by taking a set amount of $2,175 and multiplying by the
unemployment rate. The alocation by the number of personsin the digtrict’ s labor force
is determined by taking the number of personsin the digtrict’s labor force and multiplying
by a determined rate. The rate is derived by taking the total remaining amount (total grant
amount less the basic alocation and less the dlocation for the unemployment rate) and
dividing by the number of personsin the labor force.

. Welfare-to-Work
The dlocationconssts of abasic dlocationand the remaining alocation being done onthe
bas's of the number of caseloads in the didtrict. The rate that is multiplied againgt the
number of caseloads in the didtrict is calculated by taking the remaining dlocation (total
grant lessthe basic dlocation) and dividing it by the totd number of welfare casdoads.
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. Accderated College Enrollment
The dlocation is done by determining a rate to multiply by the number of 11" and 12"
grade high school studentsinthe district. If thisamount isbelow $15,000 thenthe didtricts
dlocation is brought up to that amount. The rate is derived by taking theinitid alocation
amount (total grant amount less dollars used to get digtricts to the minmumthreshold) and
dividing that by the total number of 11'" and 12™ grade high school students.

. Teacher Preparation and Professiona Devel opment
The dlocationconsstsof abasic dlocation and the remaining alocationbeing done onthe
basis of the number of certified ingtructiond FTE teachersin the digtrict. Theratethat is
multiplied againgt the number of certified ingtructiona FTE teachers in the didtrict is
caculated by taking the remaining alocation (total grant less the basic dlocation) and
dividing it by the total number of certified ingtructiond FTE teechersin the didtrict.

Advanced Technology Grant
. [llinois Community Colleges Online
This dlocation is divided equaly among each didrict.

. Technology Equipment
The dlocation is determined by multiplying each digtricts occupationd/vocationd funded

credit hours by a specified rate. Therate is determined by taking the total grant amount
and dividing by the total occupationa/vocationa funded credit hours.

. Technology Support

The dlocationconsstsof 1) abasc dlocation, 2) andlocationbased ongeographica size,
3) andlocationbased onthe market serviceareas(MSA’s), and 4) andlocationbased on
the student headcount. The dlocation amount based on the geographicd size is derived
by taking the number of square miles in the digtrict and multiplying by a determined rate.
The rate is determined by taking the allocated amount (whichis the total grant less the
basic dlocationthendivided by 3) and dividing it by the total number of square milesinthe
state. The alocation based on the market service areas and student headcount isdonethe
same way except the factors used are the total number of MSA’s and the total student
headcount, respectively.

. Technical kills Enhancement
The dlocationis determined by taking aderived rate and multiplying by the number of staff
FTE inthedidrict. Theraeis derived by taking the total grant amount and dividing it by
the total number of gaff FTE.

Specid Populations Grant
The dlocation condsts of a basic alocation by college and the remaining amount alocated by
multiplying a derived rate by the number of ABE/ASE and remedid funded credit hours.
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The rate is derived by taking the remaining alocation (total grant less the basic dlocation) and
dividing it by the total number of ABE/ASE and remedid funded credit hours.

Deferred Maintenance Grant

The alocation condsts of a basic dlocation by digtrict and the remaining amount alocated by
multiplying a derived rate by the weighted GSF. The rate is derived by taking the remaining
alocation (tota grant less the basic dlocation) and dividing by the total weighted GSF. The
weighted GSF is the same numbers as used in the Gross Square Footage grant.

Retirees Hedth |nsurance Grant

City Callegesof Chicago isthe only digtrict that receivesthisgrant. It isadraight dlocation to the
digtrict.
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PRINCIPLES ADOPTED BY THE PRESIDENTS COUNCIL

From Report of the Presidents Council Funding Task Force
December 1995

Comments of the 2002 System Funding Task Force arein Bold and Underlined

1.
2.

10.

11.

12.

13.

Full budgetary authority for the digtribution of state funds should be vested in the ICCB.

|CCB reserves the right to seek funds from the Legidature based upon its own independent
andysis of need.

Aslong asthereis anexpectationinthe formulathat certain locd tax revenue levels are available,
local didtricts should have statutory authority to generate those levels.

An appropriate revenue mix among loca taxes, student tuition, and dtate grants should be
developed and maintained with agod being no lessthat one-third of tota revenuesbeing derived
from state grants at the system level.

The resdud funding concept should be disbanded with a model with minima (foundation leve)
state support established in its place. (This has not occurred).

An appropriate revenue mix between restricted and unrestricted state grants should be determined
and maintained witha goa being that no more than10 percent of state grants should be restricted.
(Currently 15 percent of state grants are restricted: the T ask For ce recommends that the
per centage goal be diminated).

Equdizinglocd tax revenue avail ability through state grants should continue as a principle, provided
that participating ingtitutions meet a minimum tuition/fee threshold.

Local digricts should be able to generate funds through federa and private grants without being
pendized in the formula

While the primary focus of the formula should be cost-based and adlow for cost variations among
courses and programs, the cost centers and variaions should be reexamined periodically to
determine their vaidity.

There should be anappropriate distribution of state and other grants to community colleges other
than those gppropriated to the Illinois Community College Board.

The extent to which gtate grants depend on enrollments should be diminished; other methods of
generding state revenues should be incorporated into the funding mechanism.

Because the formulaincludes atwo-year laginterms of funding enrollments, further attentionneeds
to be given to new program initiation and its associated costs.

Colleges mudt retain the right to set their own tuition and fee levels.

PRINCIPLESADOPTED BY THE SYSTEM FUNDING TASK FORCE

From Report of the System Funding Task Force
September 1996

1.

Funding should be tied to, or congstent with, system goals and priorities.
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Funding should not solely be based on student enrollments; decoupling from student credit hour
funding should be used, where appropriate, to properly dignthe funding formula with community
college activities

Equdizing locdl tax revenue available through state grants should continue.

Funding from state sources should not be based solely upon the residua concegpt.

Funding should be cost based, with periodic reviews to ensure that the costs accumulated provide
the proper leve of accountability to accurately reflect the activities of the system.

Funding should encourage and reward qudity, efficiency, productivity, and innovation through
performance-based components.

Theimpact of subgantia changes in funding should be minimized through the use of buffering.
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