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University Operating Appropriations and SSACI
Expenditures on Public Students

Operating Appropriations and SSACI Expenditures on Public
Students per Hoosier FTE
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Note: Inflation adjustment to 2004-05 $; 2004-05 CPI estimated to increase 2% over 2003-04.

9-23-04 Affordability Task Force

Chart above does not include institutional financial aid or avaliable tax credits.
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Indiana Public Institution First-Time Entry Hoosier Undergraduate

Taskforce on College Affordability
12-9-2004

Tuition and Required Fees Effective Fall 2004

10-year

2004-05 Percent

Rate Increase
PUWL Management Majors 6,924 140.1%
IU Bloomington 6,827 102.4%
PUWL Engineering Majors 6,624 129.7%
Ball State University 6,180 115.8%
PUWL Other Majors 6,092 111.2%
IUPUI 5,929 99.1%
Indiana State University 5,640 101.3%
IPFW 5,312 112.9%
PU North Central 4,901 101.7%
PU Calumet 4,794 95.8%
IU South Bend 4,754 85.8%
IU Northwest 4,706 90.9%
IU Southeast 4,672 91.3%
IU Kokomo 4,631 88.3%
IU East 4,601 85.2%
Univ. of Southern Indiana 4,077 86.3%
Vincennes University 3,346 54.3%
Ivy Tech State College 2,469 43.2%

Average
Annual
Increase

9.2%

7.3%

8.7%

8.0%

7.8%

7.1%

7.2%

7.8%

7.3%

7.0%

6.4%

6.7%

6.7%

6.5%

6.4%

6.4%

4.4%

3.7%
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Supporting Documents
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II.

State of Indiana
Taskforce on College Affordability

Minutes of Meeting
August 10, 2004
Call to Order

Chairman Fred Bauer called the meeting to order at 10:07 a.m. in the University Place
Conference Center (room 132) on the campus of [IUPUIL. A quorum was present.
Taskforce members attending included:

Rep. Tiny Adams — Member, Indiana House of Representatives

Mr. Frederick Bauer — Member, Indiana Commission for Higher Education

Mr. Steven Campbell — Member, State Student Assistance Commission of Indiana
Dr. Otto Doering — Postsecondary Faculty, Purdue University

Mr. Stephen Ferguson — Trustee, Indiana University

Ms. Norma Fewell — Student Member, Indiana Commission for Higher Education
Mr. Patrick Hoehn — Trustee, University of Southern Indiana

Sen. Luke Kenley — Member, Indiana State Senate

Sen. Tim Lanane — Member, Indiana State Senate

Mr. Timothy McGinley — Trustee, Purdue University

Rep. Luke Messer (for Rep. Lawrence Buell) — Member, Indiana House of Representatives
Mr. Thomas Reilly — Member, Governor’s Efficiency Commission

Dr. Dennis Rittenmeyer — Representative, Independent Colleges of Indiana

Mr. Albert H. Schumaker — Trustee, Ivy Tech State College

Also participating: Dr. Michael Baumgartner, Indiana Commission for Higher Education;
Mr. Stan Jones, Indiana Commission for Higher Education; and Ms. Pat Moss, State
Student Assistance Commission of Indiana;

Chairman Bauer asked each member to briefly introduce him/herself.

Discuss Charge of Taskforce and Timeline

Chairman Bauer reviewed the Taskforce’s charge with the members and highlighted that
college affordability is not only an Indiana issue, but it is a national issue that affects both
public and private institutions. A critical issue behind this Taskforce’s charge is that
college costs in Indiana have increased over the years at a higher rate than inflation.
Creating and implementing a policy for college affordability is a long process. The
Governor’s initiative in creating this Taskforce is a step in the right direction. Chairman
Bauer reported that Governor Kernan expects the Taskforce to have a recommendation to
him by December 15, 2004. Therefore, the Taskforce must agree to focus on some of the
most important principles regarding affordability as this is a multidimensional problem that
requires multiple issues to be discussed.
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III. Background Presentation on Affordability and State Funding

Chairman Bauer introduced Dr. Michael Baumgartner, Associate Commissioner for
Facilities and Financial Affairs, Indiana Commission for Higher Education.

Dr. Baumgartner presented “Background Information on Tuition and Fees, State Support,
and Affordability Issues,” dated August 10, 2004. The presentation included data on
tuition and fees and cost of attendance at Indiana’s colleges and universities, state
appropriations for higher education, state and federal financial aid, institutional aid, and
loans. The slides of this presentation are included in Attachment A as supporting
documents to the minutes.

Dr. Baumgartner concluded his presentation with the following conclusions:

»  State appropriations for higher education are increasing, but not fast enough to
counteract inflation and enrollment growth.

*  Maximum Pell grants increased rapidly between FY96 and FY03, but have since
stalled.

* The inflation-adjusted value of today’s maximum Pell grant is below its value in
1975-76.

» State grants increased with tuition and fees up to FY03, but are now stalled and
falling far behind actual tuition and fees at some institutions.

+ Institutional grant aid continues to increase, but much is directed toward upper-
middle- and high-income students.

*  Between 1992-93 and 1999-00, all sources of grant aid combined to keep the net
price (cost of attendance after grant aid but before loans) about flat for full-time,
low-income students, though there was a small rise for middle- and upper-income
students.

*  The net price (cost of attendance minus all grant aid and loans) was still far in
excess of the expected family contribution for most low-income students and many
middle-income students (74% to 92% of low income student with unmet need of
$4,000 to $5,400; 38% to 49% of middle income students with unmet need of
$2,100 to $4,000).

+ Itis taking a longer time for students to complete a degree as students work more
hours.

*  There are more loans, including private (non-federal) loans and credit card debt.

* Low-income students are increasingly shifting to two-year institutions.

* Financial barriers are estimated to prevent 48% of qualified high school graduates
from attending four-year colleges and 22% from attending two-year colleges.

Dr. Baumgartner raised the following issues for consideration by the Taskforce as they
continue their deliberations.

*  The Process of Setting Tuition and Fees

*  Appropriation Assumptions and Fee Increase Assumptions
« Differential Tuition and Fees

* Low Cost Alternatives

* Time to Degree

+ State Need-Based Aid Practices

» Institutional Aid Practices

*  Assumptions About Loans



Iv.

Taskforce members requested clarification and additional information regarding the data
presented. These requests are documented under Section V: Other Background
Information Needs/Requests of the minutes.

Background Presentation on Current State Financial Aid Policies and Programs

Chairman Bauer introduced Ms. Pat Moss, Executive Director, State Student Assistance
Commission of Indiana.

Ms. Moss provided Taskforce members with a document that provided an overview of
programs offered by the State Student Assistance Commission of Indiana. Ms. Moss
walked the Taskforce members though the materials highlighting specific program details,
eligibility requirements, current funding levels and student use, and comparisons of state
aid to federal aid. Ms. Moss also outlined examples of award estimates for particular
students. A copy of the document is included in Attachment B as a supporting document to
the minutes.

Taskforce members requested clarification and additional information regarding the
information presented. These requests are documented under Section V: Other Background
Information Needs/Requests of the minutes.

Other Background Information Needs/Requests

Mr. Steve Ferguson: When looking at the room and board at the commuter campuses, the
varying differences in the costs jump out, particularly at the Purdue University regional
campuses. Are the figures correct? Why is there such variance and high cost?

Mr. Tim McGinley: Can we see the weighted average on the cost of attendance over a
longer period of time?

Sen. Luke Kenley: Requested that the slides presented by Dr. Baumgartner that used the
Higher Education Price Index also be run using the Consumer Price Index.

Mr. Stan Jones: Requested that the Taskforce be provided with the data that illustrates
Indiana’s enrollment growth compared to the other Midwestern states.

Mr. Tim McGinley: Requested a revised chart 23 (from the CHE presentation) that would
put SSACI into the state share rather than the student share.

Dr. Dennis Rittenmeyer: Requested information on institutional aid and discounted tuition
for Indiana colleges. Is there a national average/benchmark that could be used when
looking at tuition discounting?

Mr. Stan Jones: Do we have information on aid provided by college/university
foundations?
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Dr. Dennis Rittenmeyer: On chart 33 (from the CHE presentation), why is the average
student loan debt at Purdue University North Central higher in comparison to the other
campuses?

Sen. Luke Kenley: How many students work while in college?

Mr. Tim McGinley: Are the available tax credits a factor to consider when looking at these
affordability issues?

Sen. Tim Lanane: Requested further information about the Higher Education Price Index.

Mr. Patrick Hoehn: Stated that the group needs to understand the context of the
affordability issue in terms of the needs of the state, how higher education is currently
meeting those needs, and in what areas these needs are not being met. (Note: Tom Reilly
described the efforts of the Higher Education Subcommittee of the Government Efficiency
Commission and indicated that the data developed by the Subcommittee could be shared
with this group.)

Ms. Norma Fewell: Requested data on the demographics of students attending college.
Sen. Tim Lanane: How do student demographics play in time-to-degree?

Mr. Albert Schumaker: How many students at four-year institutions do not complete a
degree? What is the cost to the student? What is the cost to the state?

Ms. Norma Fewell: Do we have data on the number of students who transfer and have to
repeat the same courses? What is the cost to the state in terms of double paying financial

aid for such courses?

Dr. Dennis Rittenmeyer: Requested information on the policies and procedures for state
financial aid provision at the independent colleges.

Dr. Dennis Rittenmeyer: Requested an update to Stan’s presentation that centered on
progress made in the state and work that still needs to be done (i.e., educational attainment).

Mr. Steve Ferguson: Requested data on peer institutions (i.e., community colleges and Big
10 institutions).

Mr. Steve Ferguson: Requested data on the success rates of SSACI students.

Mr. Steve Ferguson: Requested that Indiana’s P-16 Plan for Improving Student
Achievement be shared with the group.

Rep. Luke Messer: Requested information (similar, but more expansive than chart 23 from
the CHE presentation) that illustrates trend data on what it costs a student to go to college.
Look at data from a student perspective rather than an institutional perspective. What is the
average student paying today as compared to the past? (Net vs. net)

Mr. Steve Ferguson: Requested a breakdown of enrollment by income.
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VI

Dr. Otto Doering: For the efficiency data that will be provided by Mr. Tom Reilly, also
requested that the Taskforce look at those same data elements from Illinois.

Mr. Tim McGinley: The conclusions/view will shift depending upon how loans are treated.
Requested data that would treat loans as part of the student financial aid packet and data

that would treat loans as part of the student contribution but not as financial aid.

Mr. Steve Ferguson: Is the increase in student loan debt a product of increased time-to-
degree?

Rep. Tiny Adams: Can we justify providing release time for faculty to research rather than
teach? Are we getting the “bang-for-the-buck” on research?

The Taskforce members collectively asked for an updated version of the slides presented by
Dr. Baumgartner that includes footnotes on each slide as to what the data includes (i.e., cost
factors, financial aid, types of fees).

Next Meeting/Adjourn

Chairman Bauer adjourned the meeting at 12:40 p.m.
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Background Information on

Tuition and Fees, State Support,
and Affordability Issues

Taskforce on College Affordability

August 10, 2004
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Tuition and Fees and Cost of
Attendance
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Indiana University

1994-95 2003-04 2004-05 1-yr 10-yr

Bloomington Rate Rate Rate Increase Increase
University Division 2003+ Entry $6,567 $6,827 4.0% 102.4%
Univ. Division Pre-2003 Entry $3,373 $5,567 $5,787 4.0% 71.6%
Business Majors 2003+ Entry $7,347 $7,607 3.5% 125.5%
Business Majors Pre-2003 Entry $3,373 $6,347 $6,567 3.5% 94.7%
Other Majors 2003 Entry $6,517 $6,777 4.0% 100.9%
Pre-2003 Entry Other Majors $3,373 $5,517 $5,737 4.0% 70.1%
East 2003+ Entry $4,432 $4,601 3.8% 85.1%
Pre-2003 Entry $2,485 $3,933 $4,080 3.8% 64.2%
Kokomo 2003+ Entry $4,463 $4,631 3.8% 88.3%
Pre-2003 Entry $2,459 $3,963 $4,111 3.7% 67.2%
Northwest 2003+ Entry $4,537 $4,706 3.7% 90.9%
Pre-2003 Entry $2,465 $4,038 $4,186 3.7% 69.8%
South Bend 2003+ Entry $4,571 $4,754 4.0% 85.9%
Pre-2003 Entry $2,558 $4,071 $4,234 4.0% 65.5%
Southeast 2003+ Entry $4,504 $4,672 3.7% 91.3%
Pre-2003 Entry $2,442 $4,004 $4,152 3.7% 70.0%
IUPUI 2003+ Entry $5,703 $5,929 4.0% 99.1%
Pre-2003 Entry $2,978 $4,903 $5,098 4.0% 71.2%

Source: Indiana Commission for Higher Education Tuition and Fee Surveys, various years



Purdue University

West Lafayette
2002+ Entry Engineering Majors
Pre-2002 Entry Engineering Majors
2002+ Entry Other Majors
Pre-2002 Entry Other Majors
2002+ Entry Management Majors

Pre-2002 Entry Management Majors
Calumet 2002+ Entry
Pre-2002 Entry
North Central 2002+ Entry
Pre-2002 Entry
IUPU Ft. Wayne 2002+ Entry
Pre-2002 Entry

Source: Indiana Commission for Higher Education Tuition and Fee Surveys, various years

1994-95
Rate

$2,884

$2,884

$2,884

$2,448

$2,430

$2,495

2003-04
Rate
$6,372
$5,320
$5,860
$4,808
$6,660
$5,608
$4,611
$4,107
$4,712
$4,146
$5,108
$4,572

2004-05
Rate
$6,624
$5,532
$6,092
$5,000
$6,924
$5,832
$4,794
$4,271
$4,901
$4,313
$5,312
$4,755

1-yr

Increase

4.0%
4.0%
4.0%
4.0%
4.0%
4.0%
4.0%
4.0%
4.0%
4.0%
4.0%
4.0%

10-yr

Increase

129.7%
91.8%
111.2%
73.4%
140.1%
102.2%
95.8%
74.5%
101.7%
77.5%
112.9%
90.6%
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Other Institutions

199495 2003-04 2004-05 1-yr 10-yr
Indiana State University Rate Rate Rate Increase Increase
2003+ Entry $5,422 $5,640 4.0% 101.3%
Pre-2003 Entry $2,802 $4,422 $4,600 4.0% 64.2%

Univ. of Southern Indiana $2,118 $3,885 $4,077 4.9% 92.5%

Ball State University
2003+ Entry Lower Division $5,950 $6,180
Pre-2003 Entry Lower Division $4,950 $5,140
Pre-2003 Entry Upper Division $4,970 $5,160

Vincennes University $3,161 $3,346

Ivy Tech State College $2,378 $2,469

Source: Indiana Commission for Higher Education Tuition and Fee Surveys, various years
24



Ten-Year Weighted Average, First-Time Entry

1993-94 2003-04 Ann. Ave.
_Rate Increase _Rate Increase
National
2-yr Public 1,245 53.0% 1,905 4.3%

4-yr Public 2,535 85.2% 4,694 6.4%

Midwest
2-yr Public

4-yr Public

Indiana
2-yr Public 45.9%

4-yr Public 107.7%

Source for National and Midwest: College Board, 2003 Trends in College Pricing
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Cost of Attendance--Residential

2004-05 Tuition & fees
2003-04 Other Expenses*
Books and supplies

On-campus
Room and board
Other expenses

Off-campus
Room and board
Other expenses

Off-campus with family
Other expenses

Total On-campus
Total Off-campus

Total Off-campus with family

IlUB

$6,827

$740

$7,000
$2,950

$7,000
$2,950

$3,920
$17,517
$17,517

$11,487

IUPUI

PUWL

ISU

$5,929

$792

$6,608
$5,833

$7,019
$6,335

$6,335
$19,162
$20,075

$13,056

$6,092

$890

$6,700
$1,340

$6,700
$1,340

$2,350
$15,022
$15,022

$9,332

$5,640

$750

$5,152
$2,196

$5,580
$2,196

$3,188
$13,738
$14,166

$9,578

$5,140
$2,542

$7,162
$3,322

$3,322
$12,609
$15,411

$8,249

Sources: 2004-05 CHE T&F Survey; IPEDS College Opportunities On-Line

$860

$5,980
$2,130

$5,980
$2,130

$4,351
$15,150
$15,150

$11,391

$3,346

$900

$5,500
$2,080

$5,500
$2,080

$2,080
$11,826
$11,826

$6,326




Cost of Attendance--Commuter

PUNC
2004-05 Tuition & fees

Tuition & fees $4,754 $4,672 $4,794  $4,901

2003-04 Other Expenses*
Books and supplies $976 $760 $800 $800

Off-campus

Room and board $6,900 $6,190 $6,560 $6,761 $6,980 $6,661 $7,342 $7,212  $6,194
Other expenses $3,100 $2,110 $3,600 $3,958 $2,550 $4,926 $2,530 $4,310  $3,370

Off-campus with family
Other expenses $2,700 $2,110 $2,640 $3,116 $2,550 $2.414 35,790 $4.310 $2,792

Total Off-campus $15,401 $13,771 $15,616 $16,449 $14,962 $17,181 $15,573 $17,634 $12,777

Total Off-campus with family ~ $8,101 $7,581 $8,096 $8,846 $7,982 $8,008 $11,491 $10,422 $6,005

Sources: 2004-05 CHE T&F Survey; IPEDS College Opportunities On-Line 27



T&FE as % of Median Family Income

1989-90 1994-95 1999-00 2003-04* 2004-05*

Median Family Income 39,700 47,465 62,079 66,988 69,266
U Bloomington 5.5% 7.1% 6.9% 9.8% 9.9%
IU Southeast 4.4% 5.1% 5.0% 6.7% 6.7%
IUPUI 5.0% 6.3% 6.0% 8.5% 8.6%
PU West Lafayette 5.1% 6.1% 6.0% 8.7% 8.8%
PU North Central 4.3% S 5.2% 7.0% 7.1%
Indiana State U 5.0% 5.9% 5.5% 8.1% 8.1%
U of Southern Indiana 4.1% 4.6% 4.6% 5.8% 5.9%
Ball State U 5.0% 6.0% 5.9% 8.9% 8.9%
Vincennes U 3.9% 4.6% 4.1% 4.7% 4.8%

ITSC 3.6% 3.6% 3.2% 3.5% 3.6%

Source: U.S. Census Bureau, http://www.census.gov/hhes/income/4person.html; U.S. Dept. of HHS 28




State Appropriations for Higher
Education



Higher Education’s Share of State Expenditures

STATE K-12 HI ED
TOTAL TOTAL TOTAL

1984-85  Actual 3,882 1,672 596
1989-90  Actual 5,364 2,314 899
1994-95  Actual 6,677 2,897 1,022
1999-00  Actual 9,509 3,899 1,400
2000-01  Actual 10,059 4,161 1,447
2001-02  Actual 9,708 3,878 1,318
2002-03  Estim. 10,914 4,219 1,404
2003-04  Approp. 11,281 4,242 1,490
2004-05  Approp. 11,506 4,291 1,543

CHANGES THROUGH 2004-05
2-Year 5.4% 1.7% 9.9%
5-Year 21.0% 10.0% 10.2%
10-Year 72.3% 48.1% 51.0%
20-Year 196.4% 156.6% 159.0%

SOURCE: Indiana State Budget Agency. "As Passed" and "As Submitted” Biennial Budget Books.




Higher Education Operating Appropriations

Other
Programs

OPERATING
TOTAL

SSACI
Programs

Fee
Replace

University
Operating

University
Line Iltems

1984-85
1989-90
1994-95

497,342.7
743,321.4
824,586.5

18,946.0
15,649.7
25,365.1

34,488.0
64,017.9
79,400.9

24,300.9
42,867.6

60,491.2

5,219.7
12,184.8
13,063.3

580,297 .4
878,041.4

1,002,907.0

1999-00 1,025421.6 37,903.3 104,776.0 103,733.4 18,656.7 1,290,491.0

2000-01
2001-02
2002-03

2003-04
2004-05

1,063,860.3
1,091,999.1
1,088,743.6
1,138,601.5
1,176,072.6

39,701.2
39,960.4
40,151.9
37,674.8
37,6911

106,549.9
118,691.4
113,409.9
114,082.1
110,239.6

118,785.8
139,346.2
147,939.3
168,563.9
188,243.1

19,888.3
20,884.9
20,844.9
15,472.7
15,471.7

1,348,785.5
1,410,882.0
1,411,089.5
1,474,395.1
1,527,717.9

CHANGES THROUGH 2004-05
2-Year 8.0% -6.1%
5-Year 14.7% -0.6%

10-Year 42.6% 48.6%
20-Year 136.5% 98.9%

27.2%
81.5%
211.2%
674.6%

-25.8%
-17.1%

18.4%
196.4%

8.3%
18.4%
52.3%

163.3%

-2.8%
5.2%
38.8%
219.6%

Source: Indiana State Budget Agency, .As-Passed Books




Total Expenditures and State
Share



Operating Appropriations

IU BLOOMINGTON

IUPUI Health

IlUPUI Gen. Acad.

PURDUE WL

INDIANA STATE U.

UNIV SOUTHERN IN

BALL STATE UNIV.

VINCENNES UNIV.

ITSC

TOTAL

1992-93

1994-95

1996-97

1998-99 2000-01

2002-03

2004-05

$146.72
$77.78
$59.82
$178.42
$63.48
$14.08
$96.82
$22.14
$55.72

$807.09

$146.86
$76.91
$59.06
$176.34
$63.09
$17.93
$97.13
$24.24
$60.19

$824 .59

$159.01
$84.65
$63.09
$191.94
$68.02
$19.92
$105.08
$26.96
$69.40

$902.05

$170.81  $181.35
$90.52 $96.28
$71.14 $80.66
$205.71  $224.82
$72.11 $76.65
$22.98 $28.79
$110.83  $117.60
$27.83 $29.80
$74.70 $92.97

$969.49 $1,063.86

Source: State Budget Agency As-Passed Books. In millions of dollars.

$190.03
$98.08
$83.94
$230.45
$77.97
$31.33
$120.31
$31.97
$106.27

$1,112.25

$195.25
$100.31
$90.34
$240.17
$78.93
$33.70
$124.87
$35.93
$128.53

$1,176.07

33.1%

29.0%

51.0%

34.6%

24.3%

139.3%

29.0%

62.3%

130.7%

45.7%




Gross Unrestricted Fees

1992-93 1994-95 1996-97 1998-99 2000-01 2002-03 2004-05

IlU BLOOMINGTON $140.29  $162.41 $181.63  $217.25 $249.72 $324.03 $369.80 163.6%
IUPUI Health $16.64 $21.29 $25.70 $27.81 $32.52 $39.94 $44.08 164.9%
IUPUI Gen. Acad. $44.70 $48.75 $59.03 $63.75 $76.48 $106.81 $124.83 179.3%
PURDUE WL $133.75  $149.38  $170.07 $193.49 $237.66 $311.94 $374.55 180.0%
INDIANA STATE U. $27.92 $29.99 $31.75 $32.54 $35.26 $43.74 $52.42 87.7%
UNIV SOUTHERN IN $10.05 $11.63 $14.99 $17.71 $21.70 $27.88 $31.86 217.0%
BALL STATE UNIV. $54.16 $62.36 $67.87 $70.89 $82.76 $90.51 $104.07 92.2%
VINCENNES UNIV. $16.29 $16.60 $15.98 $16.91 $15.92 $19.75 $20.97 28.7%
ITSC $31.89 $33.06 $38.77 $43.17 $55.46 $88.30 $98.33 208.3%

TOTAL $550.71 $617.57  $697.01 $782.24 $917.96 $1,198.12 $1,388.73 152.2%

Source: Institutional Biennial Budget Requests, Income I




IU BLOOMINGTON

IUPUI Health

[UPUI Gen. Acad.

PURDUE WL

INDIANA STATE U.

UNIV SOUTHERN IN

BALL STATE UNIV.

VINCENNES UNIV.

ITSC

TOTAL

Sources: State Budget Agency As-Passed Books, Institutional Biennial Budget Requests Income 1

Total Expenditures

1992-93

1994-95

1996-97

1998-99 2000-01

2002-03

2004-05

$287.01
$94.42
$104.52
$312.17
$91.40
$24.13
$150.97
$38.43
$87.61

$1,357.80

$309.27
$98.20
$107.81
$325.72
$93.09
$29.57
$159.49
$40.83
$93.26

$1,442.15

$340.63
$110.36
$122.11
$362.01
$99.77
$34.92
$172.96
$42.94
$108.17

$1,599.06

$388.06 $431.07

$118.33  $128.80
$134.90  $157.14
$399.20  $462.48
$104.65  $111.91
$40.69 $50.49
$181.73  $200.35
$44.74 $45.72
$117.87  $148.43

$1,751.73  $1,981.82

$514.06
$138.03
$190.75
$542.39
$121.71

$59.21
$210.82

$51.72
$194.57

$2,310.37

$565.05
$144.40
$215.18
$614.72
$131.35

$65.56
$228.94

$56.90
$226.86

$2,564.80

96.9%

52.9%

105.9%

96.9%

43.7%

171.6%

51.6%

48.1%

159.0%

88.9%




FTE Enrollment

1992-93  1994-95 1996-97 1998-99 2000-01 2002-03 2004-05

IU BLOOMINGTON 33,653 33,406 32,844 34,328 35,665 37,598 37,394

IUPUI Health 6,125 5,682 5,351 5,113 4,956 5,426 5,058

IUPUI Gen. Acad. 14,430 14,088 15,420 16,636 17,052 18,435 19,682

PURDUE WL 35,536 34,223 34,776 36,798 38,083 38,621 38,521

INDIANA STATE U. 10,485 9,930 9,671 9,811 10,043 10,703 10,432

UNIV SOUTHERN IN 5,164 5,193 5,927 6,796 7,415 8,049 8,559

BALL STATE UNIV. 20,059 18,763 17,965 17,657 18,103 19,667 20,326

VINCENNES UNIV. 7,939 7,411 6,708 6,290 6,540 6,969 7,076

ITSC 21,282 19,559 20,867 23,624 28,121 37,743 42,416

TOTAL 187,219 178,751 179,480 187,942 197,203 217,494 224,880

Sources: CHE SIS, Institutional Biennial Budget Requests Background IV




Estimated Inflation 1992-93 to 2004-05

Consumer Price Index 34%

Higher Education Price Index 50%

Sources: U.S. Bureau of Labor Statistics (computed on FY basis, 2005 estimated)

Research Associates of Washington (2004 and 2005 estimated) 37



HEPI-Adjusted State Appropriations per
FTE

1992-93 1994-95 1996-97  1998-99 2000-01 2002-03 2004-05

IU BLOOMINGTON $6,563 $6,217 $6,451 $6,255 $5,853 $5,414 $5,221
IUPUI Health $19,116 $19,140 $21,079 $22,256 $22,362 $19,364 $19,833
IUPUI Gen. Acad. $6,241 $5,928 $5,452 $5,376 $5,445 $4,877 $4,590
PURDUE WL $7,558 $7,286 $7,354 $7,027 $6,796 $6,392 $6,235
INDIANA STATE U. $9,114 $8,985 $9,372 $9,240 $8,786 $7,804 $7,566
UNIV SOUTHERN IN $4,105 $4,884 $4,479 $4,250 $4,469 $4,170 $3,937
BALL STATE UNIV. $7,266 $7,320 $7,794 $7,891 $7,478 $6,553 $6,144
VINCENNES UNIV. $4,198 $4,624 $5,356 $5,561 $5,245 $4,915 $5,078
ITSC $3,941 $4,352 $4,431 $3,975 $3,806 $3,016 $3,030

TOTAL $6,490 $6,523 $6,697 $6,484 $6,210 $5,478 $5,230

Sources: State Budget Agency As-Passed Books, CHE SIS, Biennial Budget Requests Bkgd 1V,
Research Associates of Washington




HEPI-Adjusted Expenditures per FTE

1992-93 1994-95 1996-97 1998-99 2000-01 2002-03 2004-05

IU BLOOMINGTON $12,839 $13,819 $14,210 $14,210 $13,913 $14,646 $15,111
IUPUI Health $23,206 $27,479 $29,094 $29,094 $29,916 $27,250 $28,548
IUPUI Gen. Acad. $10,904 $10,552 $10,193 $10,193 $10,608 $11,084 $10,933
PURDUE WL $13,225 $13,870 $13,637 $13,637 $13,979 $15,044 $15,958
INDIANA STATE U. $13,123 $13,746 $13,409 $13,409 $12,827 $12,182 $12,591
UNIV SOUTHERN IN $7,035 $7,850 $7,526 $7,526 $7,838 $7,880 $7,659
BALL STATE UNIV. $11,330 $12,828 $12,938 $12,938 $12,740 $11,483 $11,263
VINCENNES UNIV. $7,288 $8,529 $8,941 $8,941 $8,046 $7,950 $8,041
ITSC $6,197 $6,907 $6,272 $6,272 $6,076 $5,522 $5,349
TOTAL $10,918 $11,871 $11,716 $11,716 $11,568 $11,379 $11,405

Sources: State Budget Agency As-Passed Books, CHE SIS, Biennial Budget Requests, Research
Assoclates of Washington




FTE and HEPI Adjusted Revenues and
Expenditures, 1992-93 to 2004-05
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State and Student Share FY93 to FYO05
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Financial Aid



Sources of Aid

e (Grants

— Federal, State, Institutional /Private

* Loans
— Federal, Private, Subsidized, Unsubsidized, PLLUS

* Work Study

44



Federal Grants

e The maximum Pell Grant for 2004-05 is $4,050
* The 2002-03 average Pell Grant was $2,415

* The median expected family contribution (EFC) of Pell
Grant recipients in 1999-00 was $53; for non-recipients, EFC
was $8,282

* The median family income of Pell recipients in 1999-00 was
$15,098; for non-recipients, median family income was

$49 475

2003 Status Report on the Pell Grant Program, American Council on Education
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Federal Grants

. In 1976-77, Pell and SEOG accounted for 43% of Title IV
aid

. In 2001-02, Pell and SEOG accounted for 19% of Title IV
aid

*  Onaverage, the maximum Pell award today covers 68% of
COA at CCs, 41% at public 4-year institutions, and 16% at
private, not-for-profit 4-year institutions

*  Pell Grant recipients who completed a degree in 1999-00
borrowed a median of $17.,430, or $2,000 more than the
median for all undergrads

Source: 2003 Status Report on the Pell Grant Program, Ametican Council on Education
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State Grants

Primary grant program is Higher Education Award/Freedom of
Choice

Other large programs are 215 Century Scholars and Children of
Disabled Vets et al.

Median awards for 2003-04 were:
$2,566 for public 4-year students
$4,724 for private, not-for-profit 4-yr students
$957 for public 2-year students

The SSACI budget is increasing much faster than any other
portion of the state’s higher education budget — 211% in past

decade compared to 43% for university operating (before accounting
for $9M CDV transfer)
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2004-05 T&F in Relation to SSACI Grants

100% Subsidy (AHD) $4,700

90% Subsidy (Core 40) $4,230
80% Subsidy (Regular) $3,760
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Institutional Grants

e Merit-based and need-based

— Over the past decade, the percentage of full-time
undergrads at 4-year colleges receiving
institutional aid increased

— Over the same period, there was a notable
increase in the percentage of undergrads in the
highest income quartile who received institutional

aid, especially between 1995-96 and 1999-00

*What Colleges Contribute: Institutional Aid to Full-Time Undergraduates Attending 4-Y ear Colleges and Universities,
National Center for Education Statistics, 2003

49



l.oans

Subsidized Stafford Loans
Perkins Loans

Other Repayable Loans
Unsubsidized Stafford Loans
PLUS

Private LLenders
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Freshmen
Sophomores
Juniors
Seniots

Maximum:

PLUS (parent loan)

l.oans

Dependents  Independents

$2.625  $6,625
$3500  $7.500
$5500  $10,500
$5.500  $10,500
$23,000  $46,000

. Cost of Attendance - Aid

51



1999-00

$17,823
$18,086
$13,536
$13,488
$16,099
$12,381
$18,534
$15,539
$11,843
$10,769
$15,793
$14,629
$13,736
$16,038

$5,551

2000-01

2001-02

Bachelor's Degrees

$17,287
$17,946
$13,305
$13,654
$16,174
$12,795
$19,119
$15,687
$13,535
$13,771
$16,871
$16,274
$12,980
$16,469

$6,221

$16,751
$17,805
$13,073
$13,819
$16,249
$13,209
$19,703
$15,762
$13,069
$19,476
$14,125
$16,774
$14,906
$16,280

Associate's Degrees

$5,709

Source: 2004 Institutional Performance Indicators Submission

Borrowing: Average Student Loan Debt of
Graduating Resident UGs Who Borrowed

2002-03

$18,254
$18,486
$12,781
$15,632
$17,112
$12,989
$19,529
$16,598
$13,120
$21,870
$15,773
$16,925
$13,749
$16,733

$6,636




Borrowing: Average Student LLoan Debt of Graduating
Resident Pell-Recipient UGs Who Borrowed

1999-00 2000-01 2001-02

Bachelor's Degrees

2002-03

$21,310
$20,451
$16,077
$16,570
$20,278
$13,579
$22.325
$16,510
$13,054
$12,815
$19,061
$16,081
$15,505
$17,843

$5,625

$20,797
$20,169
$16,139
$15,591
$19,599
$13,861
$22,899
$16,816
$13,526
$14,269
$25,643
$17,513
$13,657
$18,890

$20,284
$19,886
$16,200
$14,611
$18,920
$14,143
$23,473
$17,038
$13,578
$21,863
$18,887
$18,848
$16,477
$18,055

Associate's Degrees

$5,893

$6,890

Source: 2004 Institutional Performance Indicators Submission

$21,879
$29,249
$13,156
$16,707
$18,959
$14,526
$23,016
$17,944
$14,438
$17,851
$16,385
$18,807
$14,818
$18,959

$7,051




Conclusions
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Good News and Bad News

State appropriations for higher education are
increasing, but not fast enough counteract inflation
and enrollment growth

Maximum Pell grants increased rapidly between
FY96 and FYO03, but have since stalled

The inflation-adjusted value of today’s maximum
Pell grant is below its value in 1975-76

State grants increased with tuition and fees up to
Y03, but are now stalled and falling far behind
actual T&F at some 1nstitutions
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Good News and Bad News

* Institutional grant aid continues to increase,
but much 1s directed toward upper-middle-
and high-income students

e Between 1992-93 and 1999-00, all sources of
orant aid combined to keep the net price
(cost of attendance after grant aid but before
loans) about flat for full-time, low-income
students, though there was a small rise for
middle- and upper-income students*

*What Students Pay for College: Change in Net Price and College Attendance Between
1992-93 and 1999-00, National Center for Education Statistics, 2002
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Good News and Bad News

* The net price (cost of attendance minus all
grant aid and loans) was still far in excess of
the expected family contribution for most
low-income students and many middle-
income students (74% to 92% of low income
student with unmet need of $4,000 to $5,400;
38% to 49% of middle income students with
unmet need of $2,100 to $4,000)*

*How Families of Low- and Middle-Income Undergraduates Pay for College: Full Time Dependent
Students in 1999-00, National Center for Education Statistics, 2003
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Effects on Students

* Longer time to degree as students work more
hours

* More loans, including more private (non-
federal) loans and credit card debt

* Low-income students are increasingly shifting
to 2-year institutions™

* Financial barriers are estimated to prevent
48%0 ot qualified high school graduates from
attending 4-yr colleges and 22% from
attending 2-yr colleges™**

*”Pell Grant Students in Undergraduate Enrollments by Institutional Type and Control, 1992-93 to 2000-01,”

Postsecondary Education Opportunity, December 2003

& Empty Promises: The Myth of College Access in America, A Report of the Advisory Committee on Student
Financial Assistance, 2002
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Bachelor’s Degree Attainment by Age 24*

Bottom Quartile 4.5 percent

Second Quartile 12.4 percent
Third Quartile 24.6 percent
Fourth Quartile 51.4 percent

*’Family Income and Higher Educational Opportunity,” Postsecondary Education
Opportunity, September 2003

59



Issue For Consideration

The Process of Setting Tuition and Fees

Appropriation Assumptions and Fee Increase
Assumptions

Differential Tuition and Fees
Low Cost Alternatives

Time to Degree

State Need-Based Aid Practices
Institutional Aid Practices

Assumptions About Loans
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ATTACHMENT B
SUPPORTING DOCUMENT

Overview of the State Student Assistance Commission of Indiana,
dated August 10, 2004

61



s

C2H 52,

STATE STUDENT ASSISTANCE COMMISSION OF INDIANA

Who We Are and What We Do

The mission of the State Student Assistance Commission of Indiana (SSACI) is

e to make college affordable with student grants;

e to allow greater choice by granting awards to students attending public, independent and proprietary colleges; and

e toincrease college preparation by giving additional grants to students graduating from high school with Core 40
and Academic Honors Diplomas and to Twenty-first Century Scholars.

SSACI accomplishes its mission with:
o Need-based and merit-based grants for full-time and part-time students;

e Special Program grants for nurses, working students, minority students, and children of certain veterans and public
safety officers;

e Early Intervention programs for Twenty-first Century Scholars;

e Qutreach Programs such as guidance counselor workshops, financial aid nights and college fairs;
e Research to better understand the needs of Hoosier students and families; and

e Technology to make the delivery of awards as simple as possible for students and colleges.
SSACI Programs

Current SSACI grant and scholarship programs include:

e  Frank O’Bannon Grant Program Comprised of the Higher Education Award and Freedom of Choice Grant. For
full-time students, this is the largest program administered by SSACI.

®  Hoosier Scholar Program. This scholarship is a one-time $500 grant given to outstanding high school seniors
entering their first year at an Indiana college. Recipients are selected by high school counselors.

®  Minority Teacher and Special Education Services Scholarship Program. This program was created to provide
renewable scholarships for African American and Hispanic students preparing for a teaching career.

e  State Work-Study Program. The program is designed to help students gain work experience and earn money
towards their college expenses.

®  Nursing Fund Scholarship Program. This program is designed to encourage students to pursue a career in nursing.

®  Robert C. Byrd Honors Scholarship Program. The scholarship for new college students is designed to promote and
award outstanding academic achievement. It is a federal program.

®  Part-time Grant Program. The award is designed to encourage degree-seeking part-time undergraduates to
complete their degrees by subsidizing part-time tuition costs at public and Independent colleges.

®  Reciprocity Agreement Program. This program provides out-of-state college assistance to Hoosier students
residing in a six county area of southeastern Indiana.

e Twenty-first Century Scholars Program. The program is designed to support and encourage youth from lower-
income families to enter college through early intervention strategies and grants. Students are enrolled while in the
seventh or eighth grade.

®  The Twenty-first Century Scholars GEAR UP Summer Scholarship. This program allows Scholar’s to take summer
classes not covered by other state grants.

o  Twenty-first Century Scholars GEAR UP Mentoring Scholarship. This program provides grants towards the cost of
education for college senior Scholars who mentor underclass Scholars.

® [ndiana National Guard Supplemental Grant Program. This program provides tuition assistance at public colleges
to eligible members of the Indiana Air and Army National Guard.

®  Child of Veteran and Public Safety Officer Supplemental Grant Program. This program provides tuition assistance
at public colleges for eligible children of disabled Indiana veterans and certain public safety officers killed in the
line of duty.

Presented to
Taskforce on College Affordability August 10, 2004
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STATE STUDENT ASSISTANCE COMMISSION OF INDIANA

Quick Summary of Financial Aid Administered by SSACI

SSACI administers programs for the state of Indiana as well as the federal government. Two of the three federal grants
are part of the GEAR UP early intervention program aimed at Twenty-First Century Scholars. These are SSACI
programs funded by the federal government. The third program, the Robert Byrd Scholarship, is a federal program that
SSACI administers at no cost to the federal government.

The following table summarizes awards granted in the 2003-04 academic year.

Summary of Awards & Grants
Academic Year 2003-04

State Funds Students Awards
Higher Education Award (Frank O’Bannon Grant) 45,415 $91,089,925
Freedom of Choice (Frank O’Bannon Grant) 11,861 $37,708,213
21st Century Scholars Award Program 7,639 $14,714,426
Part-time Grant Award Program 5,695 $5,246,665
Fee Remission (CDV/CVO) 5,642 $15,084,270
National Guard Supplemental Grant 841 $2,215,806
Nursing Scholarship Program 458 $330,067
State College Work Study 449 $570,847
Hoosier Scholars 378 $189,000
Minority and Special Education Teacher Scholarship 243 $354,955
Reciprocity Agreements (Contract for Space) 151 $373,470
Total State Funds 66,911 $167,877,644

Federal Funds

21st Century Scholars GEAR UP Summer Scholarship 242 $277,266
21st Century Scholars GEAR UP Mentoring Scholarship 931 $994,555
Robert Byrd Scholarship 550 $705,063
Total Federal Funds 1,723 $1,976,883
Total Awards & Grants $169,854,528

The total student counts can be duplicative because students can receive more than one award. For example, the sub-
total of students for state programs counts Freedom of Choice students as part of the Higher Education Award count as
students receive both; students receiving the 21* Scholarship also have Frank O’Bannon Grants; and all students in the
21 GEAR UP Programs are Scholars and may be counted in the 21st Century Scholars Award Program.

Without federal GEAR UP funds beyond the 2004-05 school year, the Summer Scholarship and Mentoring Programs
would have to be stopped unless the state assumed the costs.

Presented to
Taskforce on College Affordability August 10, 2004



The Frank O’Bannon Grant Program Compared to All Major Awards

STATE STUDENT ASSISTANCE COMMISSION OF INDIANA

s

The last two columns show the Frank O’Bannon Grant broken into its components, the Higher Education Award
(HEA) and the Freedom of Choice (FOC) Grant. The table contains student counts and total awards by institutional
sectors, and those numbers as percentages of the ‘All Schools’ totals.

2003-2004 Used Awards: Major Grant Programs by Institutional Sectors

‘All Awards’ includes Frank O'Bannon, 21st Century, National Guard, and Part-time Grants

Sector
Public

Independent

Proprietary

Reciprocity

IVTSC-VU (CCI)

All Schools

Sector
Public

Independent

Proprietary

Reciprocity

IVTSC-VU (CCI)

Presented to

National Guard Grant is available only at public colleges

All Awards Frank O'Bannon HEA FOC
Students 29,069 25,559 25,559
Ave. Award $2,650 $2.411 $2,411
Tot. Award $77,033,793 $61,614,039 $61,614,039
Students 12,714 11,861 11,861 11,861
Ave. Award $4,892 $4,891 $1,712 $3,179
Tot. Award $62,201,959 $58,015,891 $20,307,678 $37,708,213
Students 2,089 2,035 2,035
Ave. Award $1,236 $1,178 $1,178
Tot. Award $2,581,672 $2,397,410 $2,397,410
Students 112 112 112
Ave. Award $2,151 $2,151 $2,151
Tot. Award $240,953 $240,953 $240,953
Students 7,986 5,848 5,848
Ave. Award $1,117 $1,117 $1,117
Tot. Award $8.916,658 $6,529,845 $6,529,845
Students 51,970 45,415 45,415 11,861
Ave. Award $2,905 $2,836 $2,006 $3,179
Tot. Award $150,975,035 $128,798,138 $91,089,925 $37,708,213

Awards as Percentages of ‘All Schools’ Totals

Students
Ave. Award
Tot. Award

Students
Ave. Award
Tot. Award

Students
Ave. Award
Tot. Award

Students
Ave. Award
Tot. Award

Students
Ave. Award
Tot. Award

Taskforce on College Affordability

All Awards Frank O'Bannon
55.9% 56.3%
91.2% 85.0%
51.0% 47.8%
24.5% 26.1%

168.4% 172.5%
41.2% 45.0%
4.0% 4.5%
42.5% 41.5%
1.7% 1.9%
0.2% 0.2%
74.1% 75.9%
0.2% 0.2%
15.4% 12.9%
38.4% 39.4%
5.9% 5.1%

August 10, 2004
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Cycle of Activities of SSACI in Making Awards

e Beginning in February, SSACI downloads FAFSA data from federal
government. To be on time, FAFSA must be received by March 10.

e  SSACI continually analyzes FAFSA data for errors and problems

e Every week SSACI makes data available to colleges on its electronic
information exchange system iXchange

o In April SSACI sends edit letters to students about FAFSA problems
o SSACI sent 46,806 edit letters via US Post in April 2004

o Problems must be fixed by June 1

How SSACI estimates Award Usage

——

STATE STUDENT ASSISTANCE COMMISSION OF INDIANA

e In late June or early July, SSACI makes award offers to all eligible
students using tuition at their first choice college

o SSACI mails award notification to all students telling them of
their status: award amount or not eligible for an award.

o SSACI sent 79,311 award and 61,352 no award notices via US
Post in July 2004

o SSACI notifies colleges of student status every week

e In early September, SSACI makes available every week on iXchange
student records so awards can be claimed

SSACI models potential awards each year by trying different tuition and fee maxima using ‘live’ student data. Once it gets a fiscally responsible estimate it
refines it. SSACI keeps a history by institutional sector of how many awards are actually used compared to the award offers: the utilization rates. It uses these
numbers to estimate likely award usage. It adjusts awards amounts to keep estimates within budget. It keeps money in reserve in case it is wrong. For example, for
the 2005-05 year, every percentage point SSACI is off in HEA and FOC would cost (or save) the state $2.4 million. The following is an early estimate of awards
for 2004-05. The final award offers to 72,825 Frank O’Bannon Grant and 10,042 Scholars were slightly higher.

Award Estimates 2004-05 at $4,700 and $9,100

HEA FOC C21
Public $107,280,220 $0 $15,953,898
Independent $34,158,028 $60,720,392 $3,978,657
Proprietary $6,695,700 $0 $445,995
Reciprocity $514,233 $0 $0
IVTSC-VU (CC) $25,944,042 $0 $2,564,419
Total $174,592,223 $60,720,392 $22,942,969

Usage Estimates = Offers * Utilization Rates

HEA FOC C21
Public $60,539,298 $11,350,337
Independent $21,572,896 $38,344,560 $2,823,529
Proprietary $2,608,183 $210,545
Reciprocity $282,578
IVTSC-VU (CC) $7,601,919 $1,522,131
Total | $95,412,594 $38,344,560 $15,906,542

Presented to
Taskforce on College Affordability

Utilization Rates HEA FOC C21
Public 56.43% 71.14%
Independent 63.16% 63.15% 70.97%
Proprietary 38.95% 47.21%
Reciprocity 54.95%

IVTSC-VU (CC) 29.30% 59.36%
Total 54.65% 63.15% 69.25%
Budgets
HEA FOC C21
Appropriations $98,811,021 $38,041,495 $18,402,449
Carry Over $4,514,521 $1,866,925 $2,732,920
Budget $103,325,542 $39,908,420 $21,135,369
Reserves for 04-05 | $7,912,948 $1,563,860 | $5,228.827
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A Graphic Overview of the Sources of Data Used to Make Awards
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Eligibility for State Aid

The basic document is the FAFSA — Free Application for Federal Student Aid. It must be filed each year with the
federal government. Information supplied is previous year financial information. Data must be supplied by student and
parents if the student is considered dependent on them for financial resources, else just student information is needed.

A student is dependent if all of the following is true, else the student is independent

e  Student is not married e Is not a military service veteran
e Has no dependents of his or her own e Is an undergraduate
e Isless than 24 years of age e Not an orphan or ward of the court

In computing a student’s (and parent’s) ability to contribute to the costs of his or her education, the FAFSA takes into
account: type of tax form filed, parental and student income, savings, cash on hand, and other liquid assets, adjusted for
state and federal taxes paid, age of parents, allowances for income, number of children in college, and other factors

For all students seeking a full-time (12 or more credit hours) state award:

e Student and parents, if student is dependent, mustbe e  Be a US citizen or eligible non-citizen as defined on

legal residents of Indiana and remain so while getting the FAFSA
aid (residents as of December 31 of previous year) e File the FAFSA with the federal government each

e  Must have a high school diploma or a GED (includes year by March 10™ and fix any FAFSA problems by
home-schooled students) June 1*

e Be seeking a first bachelor degree e Aid is limited to 4 years within a 10 year window

For a Part-time Grant student must be taking at least 3 but less than 12 credit hours:

e The deadlines are relaxed: A clean FAFSA must be on file before the award is made

State Awards Subsidize Tuition and Regularly Assessed Fees Only

The three parts needed to calculate an award:
e Approved previous year’s tuition and fees for Frank O’Bannon Grant
@ In 2003-04 and 2004-05 capped at $4,700 at public colleges and $9,100 at independent colleges. Proprietary
colleges set to Ivy Tech tuition and fees.
@ (No cap at public colleges prior to 2003-04. Independent colleges capped at highest public tuition plus lowest
appropriation per FTE, which usually went up each year)
e Parental contribution if student is dependent, expected family contribution (parent plus student) otherwise
e  Subsidy rate based on high school diploma: 80% for regular, 90% for Core 40, 100% for Honors
@ A unique combination of academic merit and need-based aid. The average subsidy rate is about 90%

Frank O’Bannon Grant = Subsidy * Approved Tuition — Contribution
At public and proprietary colleges, the Grant is called the Higher Education Award. At independent colleges it is split
into two parts: 36% is called the Higher Education Award and 64% the Freedom of Choice Award

If the Grant calculates as negative or less than $200, the student is considered No-need for state aid, else he or
she has Need. Having need or not depends on the college (via approved tuition) as well as contribution.

For the federal government, Need is defined as the Cost of Attendance — Expected Family Contribution. The
COA includes tuition, fees, living expenses (e.g., room and board), books, supplies, travel, and other expenses.
It is a different measure than SSACI’s Need.

For special supplemental grants:
e Approved current year’s tuition and fees for 21* Century and National Guard Supplemental Grants
o The 21* Scholarship is capped at independent colleges to the average public college tuition excluding Ivy
Tech. The current cap is $4506.

Supplemental Grant = Approved Tuition — Frank O’Bannon Grant

For Part-time Grants
e  The Frank O’Bannon Grant using a fixed 80% subsidy rate and the student’s actual part-time tuition if it doesn’t
exceed the Frank O’Bannon approved tuition.
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Growth in SSACI Programs

The four factors that work together to increase the state’s commitment to financial aid:
e  The number of students receiving aid
o Numbers go up each year. More students in general going to college. More lower-income students
going to college. The economy down usually means enrollment up
o Increases in Core 40 and Honors students who are subsidized at higher rates
e  The distribution of the students receiving aid
o Twenty-five percent of students go to Independent colleges at a cost of forty five-percent of budget.
As a percentage, more Academic Honors students go to Independent colleges than other sectors.
e The tuition and fees subsidized
o Tuition increases for 2001 at [U-BL and PU-WL at 7.5% and other public colleges at 6.5%. Increases
ranging from 14% to 34% at publics in 2002 and 6% at independents. Smaller but substantial
increases in 2003. Just about 43% increases over three years.
e The parent or student ability to pay.
o As the economy slows, the ability of parents to pay for college goes down. This was the case in 2002
and will be for some time as Indiana’s economy has been stalling since 2001. Average changes are
small but more families at lower end and more at higher make averages misleading.

Growth in Core 40 and Honors high school graduates

Core 40 and Academic Honor Students

New high school graduates Students in GRADS
Year Core 40 Honors Core 40 Honors

2000 17,801 14,052 11,814 10,957

2001 17,807 14,619 11,458 11,420

2002 18,274 15,337 11,726 12,111

2003 19,162 16,400 12,287 12,929

2004 20,055 17,140 12,623 13,534

Comparison of Need/No-need Dependent Students by Diploma Type 2003-04
Parental AGI First-time College Goers FAFSA Filers

Diploma Count Need No-need Need No-need Need No-need
Regular 12,735 $28,825 $74,967 54.3% 39.6% 32.9% 29.0%
Core 40 12,669 $33,760 $78,019 54.7% 38.9% 32.7% 30.2%
Honors 13,290 $39,896 $89,169 47.1% 27.2% 34.4% 40.8%
All 38,694 $34,309 $81,694 51.9% 34.5% 100.0% 100.0%

Growth in 21% Century Scholars (but limited current) growth in National Guard students

21% Century Scholars and Indiana National Guard Students
Students eligible for supplemental grants

Year New 21% 21% Century Scholars New National Guard
Century Scholars in Grads National Guard in Grads
2000 3,248 7,167 593 5,93
2001 3,514 7,972 657 1,000
2002 3,811 9,047 527 1,098
2003 3,683 9,652 383 983
2004 4,470 10,701 400 1,000

Because of the deployments of National Guard students, the numbers are liable to stabilize or drop in the near future.
SSACI relaxes filing deadlines and the 10-year limit rule for deployed students.

Presented to
Taskforce on College Affordability August 10, 2004

68



s

C2H 52,

STATE STUDENT ASSISTANCE COMMISSION OF INDIANA

Quick summary of dependent students for 2003-04

The following table shows some summary data for students who received a state award in 2003-04 and those who did
not because their parental contribution was too high (compared to the tuition at their chosen college). It also shows the
distribution of high subsidy rate students (Core 40 and Honors) by institutional sector: note in particular that 51.8% of
Honors students attend the more expensive independent colleges.

Quick Summary of Dependent Students for 2003-04
Eligibility is for the Frank O'Bannon Grant, 21st Century Scholarship, or National Guard Grant

Parent's
Adjusted Percentage Percentage Percentage
Eligible for an Institutional Parental Gross Married Honors Core 40
Award Sector Contribution Income Parents Students Students

Yes Public $1,953 $32,245 52.7% 37.5% 36.9%
Private $3,217 $42,714 70.9% 51.8% 28.7%

Proprietary $721 $21,608 36.1% 4.5% 25.4%

Reciprocity $1,228 $27,112 49.4% 21.3% 46.3%

IVTSC - VU $1,212 $24,626 44.8% 6.9% 29.4%

Total $2,222 $34,386 56.9% 38.1% 33.7%

No Public $4,728 $44,406 63.1% 28.2% 44.7%
Private $5,580 $58,446 87.5% 40.0% 50.0%

Proprietary $6,687 $67,858 66.7% 0.0% 0.0%

IVTSC - VU $12,727 $75,282 83.3% 16.7% 33.3%

Total $5,306 $49,783 70.4% 30.3% 44.7%

Total Public $1,969 $32,316 52.8% 37.5% 37.0%
Private $3,228 $42,787 71.0% 51.7% 28.8%

Proprietary $750 $21,856 36.3% 4.5% 25.2%

Reciprocity $1,228 $27,112 49.4% 21.3% 46.3%

IVTSC - VU $1,237 $24,739 44.9% 6.9% 29.4%

Total $2,238 $34,465 57.0% 38.1% 33.7%

Growth in all major awards and students receiving them for 2000-01 to 2003-04

The following table shows growth in the programs by sector for four years. Each sector as a percentage of the totals is
in the second table. Percentage growth from the previous year is in the third table.

The growth in the Community College system (IVTSC-VU) has been substantial. Proprietary schools have also shown
strong growth in students receiving state aid. 2003-04 was the first year in which there was not substantial growth in
the independent college sector.

The year 2001 showed an overall drop in students receiving aid. That was the year in which differential tuition for new
and continuing students was introduced at public colleges. The increases in tuition in 2001 and 2002 hit SSACI in the
following years (because the Frank O’Bannon Grant uses previous year’s tuition, there is always a lag in impact).

Presented to
Taskforce on College Affordability August 10, 2004

69



STATE STUDENT ASSISTANCE COMMISSION OF INDIANA

All SSACI Awards Used 2000 to 2003 by Institutional Sector

——

Year 2000 2001 2002 2003
Sector Students Awards Students Awards Students Awards Students Awards
Public 27,727  $52,493,678 27,592  $54,639,750 29,604  $64,507,386 31,405  $77,027,144
Independent 12,033  $50,082,882 12,157  $52,548,418 13,263  $62,082,564 13,358  $62,162,933
Proprietary* 991 $1,002,937 1,255 $1,279,106 1,548 $1,625,877 2,580 $2,581,528
Reciprocity 83 $182,359 85 $163,286 105 $187,295 118 $240,953
IVTSC-VU (CCI) 6,961 $6,357,481 7,308 $5,995,873 8,208 $7,345,888 9,398 $8.916,658
Total 47,795 $110,119,337 48,397 $114,626,433 52,728 $135,749,010 56,859 $150,929,216
All SSACI Awards Used 2000 to 2003 by Institutional Sector as Percentage of Totals
Year 2000 2001 2002 2003
Sector Students Awards Students Awards Students Awards Students Awards
Public 58.0% 47.7% 57.0% 47.7% 56.1% 47.5% 55.2% 51.0%
Independent 25.2% 45.5% 25.1% 45.8% 25.2% 45.7% 23.5% 41.2%
Proprietary* 2.1% 0.9% 2.6% 1.1% 2.9% 1.2% 4.5% 1.7%
Reciprocity 0.2% 0.2% 0.2% 0.1% 0.2% 0.1% 0.2% 0.2%
IVTSC-VU (CCI) 14.6% 5.8% 15.1% 5.2% 15.6% 5.4% 16.5% 5.9%
Total 100.0% 100.0%  100.0% 100.0%  100.0% 100.0%  100.0% 100.0%

All SSACI Awards Used 2000 to 2003 by Institutional Sector as Percentage Increase from Previous Year

Year 2000 2001 2002 2003
Sector Students Awards Students Awards Students Awards Students Awards
Public 8.9% 8.8% -0.5% 4.1% 7.3% 18.1% 6.1% 19.4%
Independent 7.1% 5.2% 1.0% 4.9% 9.1% 18.1% 0.7% 0.1%
Proprietary* 871.6% 564.1% 26.6% 27.5% 23.3% 27.1% 66.7% 58.8%
Reciprocity -28.4% -6.5% 2.4% -10.5% 23.5% 14.7% 12.4% 28.6%
IVTSC-VU (CCI) 33.7% 9.2% 5.0% -5.7% 12.3% 22.5% 14.5% 21.4%
Total 13.5% 7.9% 1.3% 4.1% 8.9% 18.4% 7.8% 11.2%

*These colleges were first included in the HEA program in 2000. Hence the big jump.
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Child of Veteran and Public Safety Officer Fee Remission Program

The CVO Program provides tuition and fee assistance at public colleges for eligible children of disabled Indiana
veterans and eligible children and spouses of certain Indiana public safety officers killed in the line of duty. As a
supplement to other state financial aid, whenever possible, the grant pays 100% of tuition and program related
mandatory fees; it does not cover other fees such as room and board. SSACI assumed responsibility for this program in
2001; prior to that it was administered separately (and differently) by each public college from line item appropriations.

Students who might be covered under the veterans' portion of the program are:

Certain graduates of the Soldiers' and Sailors' Children's Home (Morton Memorial High School)
Children of Purple Heart recipient or wounded veteran

Children of deceased or disabled veteran

Children of POW/MIA from Vietnam War

Some program restrictions apply and financial assistance may be limited to a maximum number of credit hours. The
veteran must meet, or have met, certain Indiana residency requirements, and the child must be the biological child or
legally adopted dependent child of the veteran (rules put in place by SSACI). An application is required from the
Indiana Department of Veterans Affairs (IDVA), which has sole statutory authority to approve or disapprove an
application.

Students who might be covered under the public safety officers' portion of the program are:

e A child of a police officer, firefighter or emergency medical technician killed in the line of duty, or the child of an
Indiana state police trooper permanently and totally disabled in the line of duty.

e A spouse of a police officer, firefighter or emergency medical technician killed in the line of duty, or the spouse of
an Indiana state police trooper permanently and totally disabled in the line of duty.

The deceased public safety officer must have been killed in the line of duty while a legal resident of Indiana. Some
program restrictions apply and financial assistance may be limited. Children must be less than 23 years of age, a full-
time undergraduate or graduate degree-seeking student, and the biological or legally adopted dependent child of the
covered public safety officer. Spouses must be enrolled in a degree-seeking undergraduate program and must have been
married to the covered public safety officer at the time of death. An application is required from SSACIL.

Starting January 1 2005, SSACI is requiring all students in this program to file a FAFSA. This is being done for two
main reasons: (1) to maximize the financial aid available to students and to spread the costs among a number of state
programs; (2) and to collect better data on the students in the program. The latter point is important. For example, in
2003-04 SSACI had financial and other FAFSA data on only about 45% of the students. Their parent’s adjusted gross
income was about $20,000 higher than students in need-based programs, but we don’t know if this is typical or not.
Moreover, SSACI has no idea of how many disabled veterans are at 0%, 10%, and so on level of disability.

The following table estimates growth in the program assuming a modest growth of 3% per year in the number of
students and modest growth in tuition and required fees of 5% per year.

Fee Remission (Entitlement) Program
Child of Disabled Veterans and Public Safety Officers Killed in the Line of Duty

Actual Estimated Estimated
Fee Remission Type 2003-04 2004-05 2005-06
Students Paid Students Paid Students Paid

Pupil in Soldier and Sailors Home 25 $57,111 25 $60,146 25 $63,343
Child of Purple Heart recipient 448  $1,203,810 449  $1,267,793 451  $1,335,176
Child of deceased or disabled veteran 5162 $13,797,058 5,177 $14,530,372 5,193 $15,302,661
Child of deceased public safety officer 6 $23,643 8 $33,101 8 $34,860
Spouse of deceased public safety officer 1 $2,647 1 $2,787 1 $2,935
Totals 5,642 $15,084,270 5,661 $15,894,199 5,678 $16,738,976
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SSACI aid compared to other sources of aid

The following table is a snapshot of students, dependent and independent, taken on a particular day. It shows how many
students had awards waiting to be claimed or had been claimed by the colleges. It shows how many were Pell eligible
and how many had the maximum award at their college. A student having the maximum state award at their chosen
college is a full-need student, one with a contribution of zero (0) dollars.

Snapshot of students taken March 24, 2003: Dependent and Independent Students

Students % Students
Pell with % Pell with

eligible maximum eligible maximum

Type Students  students state award students state award
Public 36,292 30,125 4,598 83.01% 12.67%
Independent 15,528 9,774 1,275 62.94% 8.21%
Proprietary 2,421 2,326 136 96.08% 5.62%
Reciprocity 142 108 2 76.06% 1.41%
IVTSC-VU (CCI) 13,108 12,178 527 92.91% 4.02%
Total 67,491 54,511 6,538 80.77% 9.69%

Student awards counted were not necessarily used. In fact, only 67.4% of Pell eligible dependent students used an
award in 2003-04. This could be because they never enrolled in college (but did file a FAFSA) or were not attending
full-time (and the college did not use a SSACI part-time grant).

Demographic characteristics of some students

The following table lists some demographic characteristics of dependent students who received an award in 2003-04
and those who did not (No-need students). It lists the percentage of Pell eligible students, how many can use various tax
advantages, how many are single parent families, and the average contribution to educational costs.

Take Tax Deduction? means the parents could take an adjustment to income if they filed a IRS1040 or
IRS1040A tax form in 2002 and made less than $130,000 for a joint return. The maximum adjustment is
$3,000 against tuition payments less any grant money such as the Frank O’Bannon Grant. The adjustment is
per tax return and not by the number of college students. Parents filing the IRS1040EZ receive an ‘automatic
zero expected family contribution’ and are not eligible to take deductions. Those students were excluded.

Take Tax Credit? means the parents could take the Hope Tax Credit if they filed a IRS1040 form and made
less than $100,000 for a joint return. Parents can claim the first $1,000 in education costs and up to an
additional 50% to a maximum of $1,500. It can be taken only for the first two years of college but can be taken
for each child in college.

Comparison of Dependent Students with Need (using an award) and No-need 2003-04

SSACI Pell Take Tax Take Tax Single Ave. Parental ~ Ave. Student  Ave. Family
Eligible  Deduction? Credit? Parent Contribution  Contribution  Contribution

Need 67.4% 88.8% 87.2% 44% $2,237 $1,149 $3.,386

No-need 5.8% 89.8% 74.3% 11% $14,349 $1,513 $15,862
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Examples of awards, Pell grants, and tax breaks for average students

Parents of No-need students often can claim the adjustment and the Hope tax credit, whereas many parents of Need
students can not. The following table illustrates this at five different colleges.

SSACI uses only the parental contribution (PC) in its award calculations based on tuition and fees. The federal
government uses the expected family contribution (EFC) but bases its awards on the cost of attendance which is always
much higher than tuition. The following table shows averages of these amounts.

Even though the parental adjusted gross income (AGI) is not the sole factor determining the PC or EFC, it is a useful
measure. The averages are reported for each college.

The table also summarizes possible awards and tax advantages for the ‘average’ student. The maximum Pell Grant is
$4,050 for a student with zero expected family contribution at the college with the highest cost of attendance. It is
assumed that the family filing for the tax adjustment subtracts SSACI aid in the proper way. Computing tax advantages
based on average data is difficult.

Average Dependent Students With a State Award at Selected Colleges 2003-04

Cost of Tuition Average Tax Tax
College Attendance & Fees PC EFC AGI Award Pell Deduction  Credit Balance
Ivy Tech $286
(Indpls) $11,982 $2,378  $969  $1,984 $26,402  $950  $2,100 (at 20%) $0 $6,662
ISU $13,586 $4,442  $1,812 $2,702 $32,958 $3,017 $1,300 $0 $1,200 $5,367

IU (BL) $16,510 $6,017  $2,028 $2,893 $33,428 $3,350 $1,200 $0 $1,350 $7,717

Butler $32,630 $21,210  $3,900 $5,194 $46,709 $5,137 $0 $0 $1,500 $20,799
Notre
Dame $36,672 $27.612  $3,285 $4,467 $49,139 $4,907 $0 $0 $1,500 $25,798

The balance was computed as COA — EFC — Average Award — Pell — Tax Deduction — Tax Credit

Pell eligible students are usually also eligible for federal subsidized (guaranteed) loans. But calculating that amount is
not easy. The average guaranteed federal loan for Indiana students is around $3,900. The maximum Perkins loan per
year is $4,000 (up to $20,000 total). Stafford loans are also available: maxima are $2,625 for first-year students, $3,500
for the second year and $5,500 for each of the third and fourth year. Parents often have to borrow money through other
federal programs (PLUS loans) administered by commercial entities but at higher interest rates than the guaranteed
student loans. The amount of the guaranteed loans depends on (federal) financial need and adjusted by the amount of
Pell and other grants, including state aid.

Many independent colleges discount tuition by offering substantial institutional aid. Hence the cost of attendance
appears to be artificially inflated and then reduced through the discount.

Many colleges do offer some need-based aid to students but most in fact use institutional aid for merit not need-based
aid, and in the case of publics, also recruiting out of state students who pay more in tuition than in-state students.
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Other estimates of state financial aid: eliminating the public college cap and restoring the independent college
cap

The following table shows the changes in approved tuition for the Frank O’Bannon Grant if public college cap was

taken off. At some colleges only the tuition for new students would be affected (it is higher than the tuition for
continuing students which is below the cap).

Tuition Capped Uncapped

School Name Type Tuition  Tuition  Difference
Ball State University Continuing ~ $4,700 $4,930 $230
Ball State University New $4,700 $5,930 $1,230
Indiana State University New $4,700 $5,422 $722
Indiana University - Bloomington Continuing ~ $4,700 $5,518 $818
Indiana University - Bloomington New $4,700 $6,518 $1,818
TUPU - Columbus Continuing ~ $4,700 $4,904 $204
TUPU - Columbus New $4,700 $5,704 $1,004
IUPU - Fort Wayne New $4,700 $5,108 $408
IUPU - Indianapolis Continuing ~ $4,700 $4,904 $204
IUPU - Indianapolis New $4,700 $5,704 $1,004
Northern Kentucky University Continuing ~ $4,700 $5,518 $818
Purdue University - North Central New $4,700 $4,712 $12
Purdue University - West Lafayette Continuing  $4,700 $4,808 $108
Purdue University - West Lafayette New $4,700 $5,860 $1,160

A model estimate for 2004-05 with changes in the capped tuitions

Model: Starting with the same population as actual 2004-05 award offers, no public tuition cap, and independent
college cap set at $10,248, which is the highest public college tuition ($6517) plus the lowest appropriate per FTE
($3768) adjusted down by $1. (The current public cap is $4,700 and independent $9,100, which were selected based on
2002-03 tuitions and limited biennial appropriations.) The changes in public college tuition also increased the 21%
Scholar independent college maximum award to $4,516.

The results of the model compared to the actual award offers made for 2004-05 are:

Current 2004-05 actual totals with caps as budgeted and made to students
HEA + FOC +21% = $95,412,594 + $38,344,560 + $15,906,542 = $149,663,696 for 72,825 Frank O’Bannon Grant
students and 10,042 Scholars

New ‘what if” 2004-05 model totals with changed caps
HEA + FOC + 21% = $109,377,109 + $44,945,922 + $13,897,013 = $168,220,043 for 75,767 Frank O’Bannon Grant
students and 10,042 Scholars

Note that as the HEA and FOC awards go up, the 21 goes down. Note also that the increases in Scholars are likely low
as enrollment in the program doesn’t follow normal FAFSA student increases. Hence awards reported for Scholars are
likely low.

The following table shows the detail of the model. Note that had SSACI made awards using these assumptions,
it would have used up all it reserves and appropriations and been short $11 million in meeting its obligations.
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Award Estimates 2004-05 with no public cap and independent cap at $10,248

HEA FOC C21 Utilization Rates HEA FOC C21
Public $126,816,029 $0 $12,925,468 Public 56.43% 71.14%
Private $40,037,047 $71,173,955 $4,132,904 Private 63.16% 63.15% 70.97%
Proprietary $6,695,700 $0 $445,995 Proprietary 38.95% 47.21%
Contract $652,590 $0 $0 Contract 54.95%
IVTSC-VU (CC) $25,944,042 $0 $2,564,419 IVTSC-VU (CC) 29.30% 59.36%
Total $200,145,408 $71,173,955 $20,068,786 Total 54.65% 63.15% 69.25%

Usage Estimates = Offers * Utilization Rates Budgets

HEA FOC C21 HEA FOC C21
Public $71,563,550 $9,195,773 Appropriations $98,811,021 $38,041,495 $18,402,449
Private $25,285,859 $44,945,922 $2,932,993 Carry Over $4,514,521 $1,866,925 $2,732,920
Proprietary $2,608,183 $210,545 Budget $103,325,542 $39,908,420 $21,135,369
Contract $358,607
IVTSC-VU (CC) $7,601,919 $1,522,131
Total | $109,377,109 $44,945,922 $13,897,013 Reserves for 04-05 | -$6,051,567 -$5,037,502 | $7,238,356

A model estimate for 2005-06 with increased tuitions and increase in number of students

Model: Increasing the award population by 10%, no public tuition cap, and independent college cap set at $10,910, which is the highest public college tuition
($6778) plus the lowest appropriate per FTE ($4132). Tuition increases at the public colleges assumed to be Governor’s guideline of 4%. The increases in the
public tuitions also increase the maximum 21% Scholarship at independent colleges from $4516 to $4696. Note than increasing the population by 10% might not
increase the students getting awards by the same amount.

Current 2004-05 actual totals with caps as budgeted (previously noted)
HEA + FOC +21% = $95,412,594 + $38.,344.,560 + $15,906,542 = $149,663,696 for 72,825 Frank O’Bannon Grant students and 10,042 Scholars

‘What if” 2004-05 model totals with changed caps (previously noted)
HEA + FOC + 21% = $109,377,109 + $44,945,922 + $13,897,013 = $168,220,043 for 75,767 Frank O’Bannon Grant students and 10,044 Scholars

New ‘what if” 2005-06 model totals with changed caps and increased population
HEA + FOC + 21% = $116,839,984 + $47,986,234 + $14,029,937 = $178,856,155 for 81,524 Frank O’Bannon Grant students and 10,171 Scholars

Note that the 21* awards went up because the maximum grant at independents increased. Note also that the increases in Scholars are likely low as enrollment in
the program doesn’t follow normal FAFSA student increases. Hence awards reported for Scholars are likely low even with the increase in the maximum award.

Presented to
Taskforce on College Affordability August 10, 2004
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SSACK
——

STATE STUDENT ASSISTANCE COMMISSION OF INDIANA

The following table shows the detail of the model. Note that had SSACI made awards using these assumptions, it would have used up all it reserves and
appropriations and been short $21.5 million in meeting its obligations. That plus the shortfall in 2004-05 (the second model) would be $32.5 million.

Award Estimates 2005-06 with no public cap and independent cap at $10,910

HEA FOC C21 Utilization Rates HEA FOC C21
Public $133,485,787 $0 $13,041,057 Public 56.43% 71.14%
Private $42,745,476 $75,988,431 $4,155,119 Private 63.16% 63.15% 70.97%
Proprietary $7,628,902 $0 $452,208 Proprietary 38.95% 47.21%
Contract $806,269 $0 $0 Contract 54.95%
IVTSC-VU (CC) $29,135,032 $0 $2,612,359 IVTSC-VU (CC) 29.30% 59.36%
Total $213,801,466 $75,988,431 $20,260,743 Total 54.65% 63.15% 69.25%

Usage Estimates = Offers * Utilization Rates Budgets

HEA FOC C21 HEA FOC C21
Public $75,327,361 $9,278,008 Appropriations $98,811,021 $38,041,495 $18,402,449
Private $26,996,398 $47,986,234  $2,948,759 = Carry Over $4,514,521 $1,866,925 $2,732,920
Proprietary $2,971,694 $213,478 Budget $103,325,542 $39,908,420 $21,135,369
Contract $443,055
IVTSC-VU (CC) $8,536,918 $1,550,586
Total | $116,839,984 $47,986,234 $14,029,937 Reserves for 04-05 | -$13,514,442 -$8,077,814 | $7,105,432

Autonomy and SSACI

e SSACI has authority via the biennial ‘budget bill’ to align the Frank O’Bannon Grant with available funds. The method it has chosen is to set caps on
subsidized tuition.

e  SSACI has authority by policy and practice to limit costs of Part-time, Nursing, and Minority Teacher programs by allocating available funds to eligible
colleges: colleges can spend what we give them.

e Because 21* Century Scholars enroll in the 7™ and 8™ grade, SSACI is committed to fully funding them when they get to college 4 or 5 years. So far budgets
have been adequate but given the time lag between biennial budgets and enrollment, this could be a problem.

e  With the help of funds from the Military Department of Indiana, SSACI has been able to fully fund the National Guard Supplemental Grant when
appropriations were not sufficient (and which are restricted in the ‘budget bill’), otherwise it would limit the awards, probably by imposing tuition caps.

e SSACI has no control over the costs of the CVO Fee Remission Program as the program is considered an entitlement. SSACI also has limited control over
eligibility requirements because many key factors are solely in the hands of the Indiana Department of Veteran’s Affairs.

Presented to
Taskforce on College Affordability August 10, 2004



I1.

State of Indiana
Taskforce on College Affordability

Minutes of Meeting
September 23, 2004
Call to Order

Chairman Fred Bauer called the meeting to order at 10:00 a.m. in the University Place
Conference Center (room 137) on the campus of [IUPUIL. A quorum was present.
Taskforce members attending included:

Rep. Tiny Adams — Member, Indiana House of Representatives

Mr. Frederick Bauer — Member, Indiana Commission for Higher Education

Rep. Lawrence Buell — Member, Indiana House of Representatives

Mr. Steven Campbell — Member, State Student Assistance Commission of Indiana
Dr. Otto Doering — Postsecondary Faculty, Purdue University

Mr. Stephen Ferguson — Trustee, Indiana University

Ms. Norma Fewell — Student Member, Indiana Commission for Higher Education
Mr. Patrick Hoehn — Trustee, University of Southern Indiana

Sen. Luke Kenley — Member, Indiana State Senate

Sen. Tim Lanane — Member, Indiana State Senate

Mr. Thomas Reilly — Member, Governor’s Efficiency Commission

Dr. Dennis Rittenmeyer — Representative, Independent Colleges of Indiana

Mr. Albert H. Schumaker — Trustee, Ivy Tech State College

Also participating: Dr. Robert Dickeson, Lumina Foundation; Mr. Stan Jones, Indiana
Commission for Higher Education; and Ms. Pat Moss, State Student Assistance
Commission of Indiana

Chairman Bauer clarified the important task before the group.

Chairman Bauer referred members to a handout in their materials that illustrated Indiana’s
grade on Affordability as recently released in Measuring Up 2004 by the National Center
for Public Policy and Higher Education.

Presentation on Collision Course, a policy brief from the Lumina Foundation on
rising college costs

Chairman Bauer introduced Dr. Robert Dickeson, Senior Vice President for Policy and
Organizational Learning for the Lumina Foundation for Education.

Dr. Dickeson presented, “Collision Course: Rising College Costs Threaten America’s
Future and Require Shared Solutions.” The presentation provided a snapshot of the
essential background regarding the college affordability problem and identified potential
strategies that stakeholder groups might consider in addressing the issue. The slides of this
presentation are included in Attachment A as supporting documents to the minutes.

Chairman Bauer asked if the members had questions for Dr. Dickeson.
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Mr. Stan Jones asked if there are benefits associated with getting more students to graduate
within a four-year period, and what those benefits are to institutions, the State, and
students.

Dr. Dickeson responded that there are benefits, but the question should be framed as why
students are not completing in four years. A few key factors include:

1) As tuition increases, average student course load drops. With rising costs, students
are working more.

2) Students are unable to get required courses at the times and sequence needed.
Some contributing factors to this problem are scheduling, faculty availability, and
available space.

3) For a number of programs, additional course requirements have been added that go
beyond what is reasonable for a student to accomplish in four years.

4) Some students have simply received poor advising.

5) Some students, regardless of advising, simply change majors.

6) Some programs justifiably take longer than four years to complete (i.e.,
engineering).

Sen. Tim Lanane asked what was driving college expense and costs.

Dr. Dickeson stated that to answer that question a person needs to look at an institution’s
budget. First, colleges are labor intensive with approximately 75% of costs being people.
Colleges operate on a model that requires people, and as such, the issue of college costs
must focus on this area. These people include faculty who are very expensive, particularly
in light of the competition with other postsecondary institutions and private industry for
certain discipline-specific expertise. Some institutions, such as the University of Phoenix,
have made a deliberate decision to lower such costs by not hiring full-time faculty or
having libraries and athletics. These institutions focus on figuring out what students want
and then delivering it to them. Second, colleges also operate under circumstances beyond
their control (i.e., utility costs, health insurance). One thing colleges might consider is
determining the benefits of joint purchasing power by bringing all institutions together.

Sen. Luke Kenley stated that Indiana has been successful in getting more students to pursue
higher education. He questioned whether or not the problem might be having a good state
system that appropriately places students in the institution at which they will be most
successful.

Dr. Dickeson drew the picture below to illustrate Indiana’s system of higher education as
related to the common system found nationally. He noted that most states educate a larger
number of students in the community colleges, which is typically the least expensive sector.
Indiana tends to educate the majority of its students in the major research institutions,
which is typically the most expensive sector.
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Percentage of Students Enrolled by Sector
NATIONAL

| Comprehensive | 32%

| Two-Year | 48%

INDIANA

| Research | 45%

| Comprehensive | 36%

Chairman Bauer stated that the State’s funding policy is positioned toward enrollment
growth. He inquired as to whether or not the State is contributing to the problem.

Dr. Dickeson responded affirmatively noting that the State needs budget incentives to focus
on outcomes not inputs. These outcomes should be institution-specific that focus, at a
minimum, on goals for graduation rates and degree program offerings directly related to the
institution’s mission.

Ms. Pat Moss stated that the State is moving toward requiring the Core 40 curriculum of all
students. She questioned why the State should create a model that relies on two-year
institutions to filter students based on preparation.

Dr. Dickeson responded that the State needs to do both simultaneously, increase academic
preparation and expand two-year campus offerings and enrollment.

Dr. Otto Doering stated that labor costs should be looked at over time. He stated that
faculty salaries have gone up less than the rate of inflation over the last several years.

Dr. Dickeson stated that this should be viewed with an understanding of the faculty’s
current workload. Over the past 20 to 30 years, faculty release time has developed.
Nationally, faculty have been given release time for such work as serving on committees,
research, serving as a department chair, and serving on a faculty senate. This equates to
millions of dollars when looking at release time as a whole for a state.

Mr. Tom Reilly stated that this fits with the previous illustration on structure. The research
universities are more focused on broad-based baccalaureate programs rather than research.
He stated that this serves to drag down research ability as well as students who would be
better served in the two-year sector.

Dr. Dickeson pointed out that faculty with doctorate degrees at the comprehensive
campuses were trained to do research just as their peers at the major research universities.
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He added that tenure is based on research. As such, it is a natural process that the faculty
would want to focus on research rather than teaching.

Dr. Doering stated that it is important to know why you are where you are today before
making a change. A major driver of the discussion centers on a philosophical change. For
a long period of time, higher education has been viewed as providing a tremendous benefit
to society and as such it should be supported as a society. More recently, higher education
is being viewed as more of a benefit to the individual receiving it and as such the individual
should be supporting more and more of the cost.

Dr. Dickeson referred to the development of higher education in Indiana. At a time when
most of the nation was developing community colleges, Indiana developed extensions of
the major research universities by means of regional campuses. Historically, there has been
an over reliance on research institutions in the State.

Mr. Steve Ferguson stated that it also is important to remember that we are a manufacturing
state, with up until recently, very few students flowing into higher education. There was
very little interest in investing in higher education until the early 1970s. Now we have the
interest and the demand continues and will continue to increase.

Mr. Reilly stated that work done through the Higher Education Subcommittee of the
Government Efficiency Commission shows that a person is not employable until that
person has 14 years of education. The demand for college cannot be funded in a
traditional, historical fashion.

Sen. Kenley stated that who receives the benefits from higher education is tremendously
important to the discussion. He stated that Indiana has had a hands-off approach to
accountability measures related to colleges and universities. He questioned whether or not
such measures lead to or increase the productivity of college programs.

Dr. Dickeson responded that part of the question is structural, but that he is not a proponent
of structure being a solution in and of itself. He stated that basically it comes down to what
the expectation is for higher education within a state and how can those expectations be
communicated through budgeting. If incentives are built into appropriations, campuses will
respond. This involves an outcome-based approach.

Mr. Pat Hoehn asked who is setting the expectations, what kinds of students does the State
need, how many two-year and comprehensive campuses are needed, and what are the needs
for the State.

Dr. Dickeson stated that he did not believe such answers exist, and it would be hard to set
and enforce such answers based on the limited power of the Commission for Higher
Education.

Mr. Jones stated that such a document does exist and referred members to /ndiana’s
Framework for Policy and Planning Development in Higher Education that was provided
with the meeting materials. He stated that the Commission adopted the Framework in
November 2003, after a year-long process of working with the institutions.

Dr. Dickeson stated that the institutions should be held to the contents of the Framework.
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I1.

Chairman Bauer thanked Dr. Dickeson for his time and his insightful presentation.

Potential Guiding Principles

Chairman Bauer called on Mr. Stan Jones, Commissioner for the Indiana Commission for
Higher Education.

Mr. Jones presented four slides illustrating: 1) university operating appropriations and
SSACI expenditures on public students; 2) operating appropriations and SSACI
expenditures on public students per Hoosier FTE; 3) Hoosier and reciprocity FTE; and 4)
estimated weighted average resident tuition and fees net of SSACI aid per Hoosier
undergraduate. A copy of the slides is included in Attachment B as a supporting document
to the minutes.

Mr. Jones presented a packet of materials including: 1) potential guiding principles for the
Taskforce to consider; 2) articles and documents related to how other states are addressing
the affordability issue; 3) a document on the Higher Education Cost Adjustment; 4) and the
Governor’s request to the public postsecondary institutions outlining a suggested tuition
information policy. A copy of the potential guiding principles is included in Attachment C
as a supporting document to the minutes.

Mr. Jones pointed out that one of the issues discussed today is structure. If you look at
Indiana University Bloomington and Purdue University West Lafayette, they are 8" and 9™
in terms of comparing tuition and fees within the Big Ten schools. Our two-year
institutions are higher than their peers in this regard. Perhaps it is the case that Indiana has
a more compressed schedule when compared to other states. Tuition structure across the
system may need to be an issue the Taskforce should address.

Mr. Tom Reilly stated Stan’s assessment is very fair. The Government Efficiency
Commission’s report is expected to be released in approximately 45 days, and the report
will highlight effectiveness in terms of the goals of the institutions. Both IU Bloomington
and Purdue West Lafayette should have a different list of goals than the two-year
campuses, which would impact expectations on tuition and fees by sector. The Taskforce
must be cognizant of the fact that one size does not fit all in terms of the recommendations.

Sen. Tim Lanane asked whether or not the State needs to be directing students to the
community colleges rather than the four-year institutions.

Mr. Reilly responded affirmatively stating that the State needs to get students in the
institutions that can support their needs and provide them with a good quality education.
This requires a huge, but gradual reorientation of the system. He stated that the State does
not have enough graduate education and research occurring at [lU Bloomington and Purdue
West Lafayette. He also noted that the quality of the undergraduate students at these two
campuses was not high enough. He stated that the State needs to reorient these institutions
by encouraging them to go after more federal research and increasing the quality of the
entering undergraduate classes. He stated that by doing this Ball State University and
Indiana State University will be relied on more heavily for baccalaureate programming. He
noted that Ivy Tech is not yet a comprehensive community college, and that more
investment into the two-year sector will be required.
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III.

Iv.

Mr. Steve Ferguson stated that he agreed with Mr. Reilly’s analysis. He stated that it is
important to get the funds in the right places to support students. He noted that the
outcomes will improve as actions from the P-16 Plan are implemented, particularly those
related to the Core 40 curriculum. He stated that it is important to remember and include
the role that the major research institutions have in producing the State’s professionals.

Dr. Otto Doering stated if the Taskforce is deciding to go in the route being recommended

by the Government Efficiency Commission than the affordability issue should be addressed

in that context rather than the context that currently exists.

Ms. Norma Fewell stated that if we are talking about increasing the number of students
starting at two-year campuses and proceeding to four-year campuses then we will need
better transfer arrangements. Transfer is a big issue in this restructuring effort and
affordability, particularly when you have students repaying for classes at the four-year
campuses that they previously completed at the two-year institutions.

Mr. Jones stated that there are a number of strategies being implemented by other states
ranging from tuition caps to freezing tuition for students after they enter in their freshman
year.

Dr. Dennis Rittenmeyer stated that Indiana, along with other Big Ten states, have enjoyed
good relationships between the public and private postsecondary sectors. He stated that
this should be considered in the discussions.

Next Steps

Chairman Bauer noted that the discussions would be continued at the meeting in October.
He asked Mr. Jones to draft some potential options based on the previous discussions to
guide further discussion.

Adjourn

Chairman Bauer adjourned the meeting at 12:00 p.m.
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ATTACHMENT A
SUPPORTING DOCUMENT

Collision Course: Rising College Costs Threaten America’s Future and Require Shared Solutions
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COLLISION COURSE:

Rising College Costs
Threaten America’s
Future and Require
Shared Solutions
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COLLISION COURSE:
.

e Steep tuition increases

Reductions in state higher education budgets
Declines in student aid purchasing power
ncreased student debt levels

Demands for greater accountability
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Counterproductive Dialogue
-

e Harsh proposals
e Threats to close college doors to students
e Divisive arguments

Lumina Foundation for Education
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The Lumina Proposal:
-

e A more rational, informed and civil discourse
e Exploration of practical, low-cost solutions

e Review of experienced-based, evidence-driven
answers

e A national “Call for Solutions”
e Applying What we know to What we do
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Multiple Impacts: Four Forces

<
e |. INCREASED DEMAND

e ll. DIMINISHED CAPACITY
e lll. ECONOMIC & FISCAL PROBLEMS
e [V. DEMANDS FOR ACCOUNTABILITY

Lumina Foundation for Education
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A CHALLENGING OPPORTUNITY:
<

e No single party bears responsibility for the
solution

e No simple solution will suffice

e Solutions based on evidence & experience
offer greater promise for success

e Solutions that are cost-effective are more likely
to secure approval in tight fiscal times
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SIX MAJOR CONSTITUENCIES
«

e Colleges and Universities
e State Governments

e Federal Government

e Students and Families

e Secondary Schools

e Private Sector

Lumina Foundation for Education
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What Can Colleges &
Universities Do?

o]
e 1. Efficiency/Productivity

e 2. Prioritizing/Reallocating

e 3. Alternative Sources of Revenue
e 4. Cash Flow “Warning Signs”

e 5. Reducing Tuition Discounting

Lumina Foundation for Education

91



What Can Colleges &

Universities Do? (Cont’d)
c- |

e 6. Increases for Justifiable Growth

e /. Transparency: Credibility

e 3. Improved Transferability

e 9. Focus on Student Success

Lumina Foundation for Education
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What Can State Governments Do?
«{a ]

10. Structural Issues — and Courage

11. Stable & Predictable Policies

12. Statewide Planning

13. Budget Incentives

14. More Civil Relationship

15. Integrated Policy, Aid, Tuition Decisions
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What Can the Federal
Government Do?

16. Pell Grant Purchasing Power
17. Regulatory Costs

18. FAFSA » IRS

19. LEAP Expansion

20. Price-reduction Collaboration

Lumina Foundation for Education
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What Can the Federal
Government Do? (Cont’d)

e 21. “Unrelated Income” Break
e 22. Redress Fiscal Inequalities

Lumina Foundation for Education
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What Can Students and
Families Do?

e 23. Academic Preparation
e 24. "Early Estimators”

e 25. Pre-college Credits

e 26. Savings Plans

Lumina Foundation for Education
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What Can
Secondary Schools Do?

e 27. Rigorous Curriculum
e 28. Pre-college Programs
e 29. Bridge Programs

Lumina Foundation for Education
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What Can the
Private Sector Do?

S
e 30. Private Support for Higher Education

e 31. Employer Contributions
e 32. Communities and Scholarships

e 33. Private Champions for Access &
Affordability
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CONCLUSION:
<

e Multiple Facets Require Multiple Solutions
e A New National Discussion
e Call for Solutions

e Lumina Pledge to Support — Convening,
Partnerships, Research, Communication
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ATTACHMENT B
SUPPORTING DOCUMENT

Charts illustrating: 1) university operating appropriations and SSACI expenditures on public
students; 2) operating appropriations and SSACI expenditures on public students per Hoosier
FTE; 3) Hoosier and reciprocity FTE; and 4) estimated weighted average resident tuition and fees
net of SSACI aid per Hoosier undergraduate
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University Operating Appropriations and SSACI
Expenditures on Public Students

Operating Appropriations and SSACI Expenditures on Public
Students per Hoosier FTE
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Note: Inflation adjustment to 2004-05 $; 2004-05 CPI estimated to increase 2% over 2003-04.

9-23-04 Affordability Task Force

Chart above does not include institutional financial aid or avaliable tax credits.
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ATTACHMENT C
SUPPORTING DOCUMENT

Guiding Principles for Consideration by the Taskforce on College Affordability,
dated September 23, 2004
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DRAFT

Guiding Principles
for Consideration by the Taskforce on College Affordability

September 23, 2004

o Affordability

All academically-prepared Hoosiers should be able to access higher education,
particularly at the state’s public campuses.

e Predictability

Increases in tuition and fees should be highly predictable to allow for adequate planning
of current or soon-to-be Hoosier college students as they pursue their degree as well as
for realistic financial expectations to be set by Hoosier families planning and saving for
their child’s future.

e Informing/Engaging

Indiana’s public colleges and universities should institute a formal, public process of
informing and engaging Hoosier students and families in proposed tuition and fee
increases prior to setting those fees.

o Responsibility

The State should acknowledge the important role of higher education in the economic
growth and prosperity of individual Hoosiers and our state as a whole by providing the
necessary institutional operating and enrollment growth support that will avoid shifting
the burden to students.
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II.

State of Indiana
Taskforce on College Affordability

Minutes of Meeting
October 28, 2004
Call to Order

Chairman Fred Bauer called the meeting to order at 10:00 a.m. in the University Place
Conference Center (room 132) on the campus of [IUPUIL. A quorum was present.
Taskforce members attending included:

Mr. Frederick Bauer — Member, Indiana Commission for Higher Education

Rep. Lawrence Buell — Member, Indiana House of Representatives

Mr. Steven Campbell — Member, State Student Assistance Commission of Indiana
Dr. Otto Doering — Postsecondary Faculty, Purdue University

Mr. Stephen Ferguson — Trustee, Indiana University

Ms. Norma Fewell — Student Member, Indiana Commission for Higher Education
Mr. Patrick Hoehn — Trustee, University of Southern Indiana

Mr. Thomas Reilly — Member, Governor’s Efficiency Commission

Dr. Dennis Rittenmeyer — Representative, Independent Colleges of Indiana

Mr. Albert H. Schumaker — Trustee, Ivy Tech State College

Also participating: Mr. Stan Jones, Indiana Commission for Higher Education; and Ms. Pat
Moss, State Student Assistance Commission of Indiana

Potential Guidelines, Processes, and Options for Setting Tuition and Fees

Chairman Bauer called on Mr. Stan Jones, Commissioner of the Indiana Commission for
Higher Education.

Mr. Jones provided a one-page handout describing the structure of Indiana’s higher
education system, which was discussed during the October Taskforce meeting. A copy of
the handout is included in Attachment A as a supporting document to the minutes.

Mr. Jones provided a brief snapshot of the development of state higher education systems
across the nation. Most higher education activity began on the East Coast under a private
institution model with little government involvement. As higher education opportunities
expanded toward the West Coast, the government began to become more involved, which
is evident in the land grant institutions. By the time development reached California, states
were beginning to development deliberate and intentional state structures of higher
education. The California model was developed under a strategic plan to accommodate
high levels of enrollment growth while also having excellent major research universities.
Implementation of this plan has stood the test of time for over 50 years. California has the
largest community college system in the country in addition to a middle tier of
comprehensive four-year institutions, and well-regarded, prescriptive major research
universities. Until recently, California’s community colleges were free to residents, and
even now the cost is modest. Most California students start their college career in the
community college system and then transfer to the four-year institutions. The system was
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designed to accommodate such transfer. Mr. Jones stated that he is not suggesting that
Indiana carbon copy California’s system, but it can serve as a model in respect to
efficiencies. He stated that Indiana could also look to such states as Illinois for similar
examples.

Mr. Jones indicated that Indiana compares well with the national average when looking at
higher education expenditures on a per student basis. However, when this is viewed as
comparing Indiana institutions with the other Big Ten institutions as well as other peers,
Indiana institutions generally are at the bottom of the list. This is the case with Indiana’s
community colleges when compared to other peer institutions. He stated that a likely
reason for such disparities is related to Indiana’s higher education structure. Mr. Jones
noted that this has been a primary focus of Mr. Thomas Reilly’s work on the Higher
Education Subcommittee of the Government Efficiency Commission, and it will be a core
component of their recommendations.

Mr. Jones stated that the discussion on higher education structure should not be viewed as
just an academic exercise as it becomes real in the context of affordability. Approximately
80% of part-time students attend a community college or a regional campus. Typically
part-time students are not eligible for federal or state financial aid, and many of these
students are considered independent and not receiving financial support from their parents.
As such, tuition comes straight from their pockets.

Mr. Hutch Schumaker asked how many additional students would need to be enrolled in the
two-year colleges if Indiana was to reach the national average.

Mr. Jones replied that when Indiana’s community college initiative began, it was calculated
that Indiana would need to add 30,000 more students to reach the national average. If
Indiana is compared to Illinois, 80,000 additional students would need to enroll at Indiana’s
two-year colleges. Mr. Jones stated that it is not the intent to drown out the role of the
research institutions, but it is the intent to grow enrollment at the community colleges as
more and more students seek higher education opportunities.

Chairman Bauer stated that the Taskforce needs to focus on the structure issues. The
Governor’s recent announcement of expanding the community college to all twenty-three
Ivy Tech campuses will have an impact on the structure and also will play an important role
in our affordability discussion. If enrollment growth occurs at the top of the pyramid, it
will cost both the students and the state more. The accommodation of future enrollment
growth needs to be a part of the Taskforce’s recommendations. Chairman Bauer asked Mr.
Thomas Reilly if he would be able to share the findings of the Government Efficiency
Commission.

Mr. Thomas Reilly stated that he could share the essence of the Efficiency Commission’s
findings. Mr. Reilly stated that Mr. Stan Jones’s description is accurate. For a number of
reasons (such as future economic development, workforce training, pre-collegiate
preparation, and remediation), the state needs to develop a comprehensive community
college that is affordable and more accessible. Over a period of time, the State will need to
allocate more resources to make sure that such development occurs. He stated that both
Indiana University Bloomington and Purdue University West Lafayette have tremendous
roles to play as the research engines for Indiana. Currently they are not functioning in this
role with the possible exception of the biology initiatives in Indianapolis and the work
occurring at Purdue’s Discovery Park. Both IU Bloomington and PU West Lafayette will
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need to become more research oriented, increase the number of graduate students, and
become more selective in undergraduate admissions. Mr. Reilly stated that states with high
quality, high paying jobs are those with high power research universities. He stated that [U
Bloomington and PU West Lafayette must focus more attention on generating research
funds and less time on undergraduate education by potentially shrinking the numbers of
undergraduates over time. If IU Bloomington and PU West Lafayette are to be truly
competitive, both institutions may need more national and international recruiting, and will
need the ability to move quickly in responding in a timely fashion to research and capital
opportunities. As such, both institutions will need more flexibility in setting tuition and
fees. Mr. Reilly noted that there is tremendous capacity at Ball State University, Indiana
State University, and the University of Southern Indiana, but they are underperforming on
such measures as completion rates. For these institutions, he suggested that they must
increase their roles in baccalaureate education with limited research capacity. In regards to
the community colleges, Mr. Reilly stated that the Vincennes University component should
be removed and that Vincennes should serve a special role, which is addressed in the
Efficiency Commission’s report. Mr. Reilly noted that Indiana needs high quality
community colleges that are linked to the economic development needs of the region in
which they are located. He noted that the physical plants of the community colleges need
to be enhanced as they do not afford the look and feel found in other states with strong
community college systems. Over time, Indiana should reallocate funds into the
community college system as a means of providing low cost higher education
opportunities. He stated that there are still a lot of problems that need to be fixed within the
community colleges particularly issues related to program and course transfer. Over time,
he stated that the community colleges must have a higher degree of responsiveness to their
communities, which may require financial commitment from the communities as is the case
in other states. Mr. Reilly stated that IU Bloomington and PU West Lafayette would
become more privatized over time and relying on state appropriations less and less. These
state appropriations could then be reallocated to run and support a comprehensive
community college system. Mr. Reilly stated that the Efficiency Commission is
recommending that no more state money is needed, no state money should be cut, and
current state appropriations need to be reallocated across the system over time.

Dr. Dennis Rittenmeyer asked if there are any states that do not have a local tax authority
for community colleges.

Mr. Jones called on Dr. Michael Baumgartner, Associate Commissioner for Facilities and
Financial Affairs for the Commission for Higher Education. Dr. Baumgartner stated that
about one-third of states do not have a local tax authority for their community colleges.

Mr. Jones stated that the use of property taxes in Indiana could have been an option 30
years ago.

Dr. Otto Doering noted that his real concern is the health of the community college. He
stated that this is the key to looking at the pyramid structure. If the State cannot quickly
provide the community college with the physical capacity at all sites and the necessary
resources to build the faculty, then the State is going to have trouble over a long period of
time. He stated that additional resources may need to be invested right away to address
these issues. He stated that although he buys into the general concept presented, he is
concerned that putting more and more students into the community colleges without
addressing those issues may put the students at an academic disadvantage when transferring
to a baccalaureate college.
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Ms. Norma Fewell asked Mr. Tom Reilly how the regional campuses were addressed in the
recommendations.

Mr. Reilly mentioned that Indiana made extensions of Indiana University and Purdue
University at a time when other states were developing community colleges. Over time,
the regional campuses have gradually grown into full-fledge baccalaureate institutions.
The Efficiency Commission sees this role continuing with greater coordination with the
community colleges, particularly in the sharing of facilities and student services. Mr.
Reilly stated that in the case of IUPUI, a separate model should be used and that it should
not be replicating community college programs or services as Indianapolis has a strong
community college. He noted that it might make sense to physically move the Indianapolis
community college closer to [IUPUI. He stated that [IUPUI should continue to be a
baccalaureate institution with limited but strong research capability.

Ms. Fewell noted that Richmond has a good model in that the community college and the
regional campus are physically back-to-back in proximity.

Chairman Bauer asked the Taskforce members if there was general consensus that structure
should be addressed in the recommendations.

Mr. Steven Campbell stated that for some people the inverted pyramid may look
impressive. The Taskforce needs to be mindful that there are many Hoosiers that attended
Indiana University Bloomington and Purdue University West Lafayette and believe that
their sons and daughters should have that same opportunity. Attempts to shrink the number
of resident students that have access to IU and PU might create a strong reaction. Although
the pyramid may be the right model for the State to aspire, we need to be sensitive to this
matter.

Mr. Stephen Ferguson stated that he is concerned that decreasing the numbers of
undergraduate students and increasing the number of graduate students at Indiana
University Bloomington and Purdue University West Lafayette may create a more
expensive model. It is more expensive to support graduate education than undergraduate
education.

Mr. Jones responded that Commission for Higher Education’s document, Indiana’s
Framework for Policy and Planning Development in Higher Education, argues that there
are a good number of additional students that can and should become active in higher
education. When the State initiated the community college, there was an incredible
resistance that argued that students would simply be shifted from other institutions,
primarily the regional campuses, to the community colleges. This simply has not happened
after five years of implementation. The community college has not displaced students from
other institutions, but rather, the entire higher education enterprise has experienced growth.
The goal is to give students more opportunities and more opportunities to be successful.
Mr. Jones stated that the goal is not to shrink the top of the pyramid, but to grow the base.

Mr. Ferguson stated that he agreed with Mr. Stan Jones. As we continue to penetrate
deeper into the high school class, these students should be directed to the community
colleges. Enrollment growth should be concentrated at the community colleges.
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Mr. Reilly indicated that the Efficiency Commission believes that in order to have two
premium institutions in [U Bloomington and PU West Lafayette, they will need to have a
lower undergraduate student base and a higher graduate student base. This will necessitate
a higher quality baccalaureate education at Ball State University, Indiana State University,
and the University of Southern Indiana to handle the increased capacity. The Efficiency
Commission does not believe BSU, ISU, or USI have yet achieved this level of quality.

Rep. Lawrence Buell asked Mr. Reilly if the Efficiency Commission was recommending
that the regional campuses become independent from Indiana University and Purdue
University.

Mr. Reilly responded that the recommendation was to keep the regional campuses under
the governance structure currently in place.

Rep. Buell asked Mr. Reilly to clarify the difference in the Efficiency Commission’s
recommendations concerning the regional campuses to what currently exists. He inquired
as to whether or not a degree from a regional campus is viewed differently than a degree
from the main campuses.

Ms. Fewell stated that such a view already exists.

Mr. Reilly stated that the question should be framed as do the degrees say/mean the same
thing if the quality of students is different.

Rep. Buell inquired that if this view already exists, would the Efficiency Commission’s
recommendations expand the problem.

Mr. Reilly stated that it potentially could.

Dr. Rittenmeyer stated that Indiana’s higher education structure has been a factor in the
State’s low ranking on educational attainment in comparison to other states. He stated that
some believe that this is caused, in part, by a lack of a community college system. It may
be a mistake to assume this is correct, but it is true that higher education in Indiana is
focused at the flagship campuses. For many students, they would be better served at a
smaller campus rather than the large flagship campuses.

Mr. Jones commented that the discussion thus far makes a case for a differentiated system.

Mr. Schumaker reminded the Taskforce that their primary charge was affordability. He
stated that it will be hard to achieve all the transformations that have been discussed if
students do not have an affordable option.

Mr. Campbell referred back to Chairman Bauer’s earlier question regarding if there was
general consensus that structure should be addressed in the recommendations. Mr.
Campbell stated that additional state dollars would be needed to make structural changes
occur.

Chairman Bauer indicated that one option could be to roll back tuition at Ivy Tech, which at
$1 million could provide a 1% decrease in tuition. As indicated earlier by Mr. Reilly, there
is adequate funds currently being appropriated to higher education, but there may need to
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be a reshuffling of the dollars. Chairman Bauer stated that addressing structure is right on
the mark.

Mr. Jones stated that a large proportion of part-time students enroll at the community
college campuses. The State has a modest financial aid program for part-time students.
For the most part, it is hard for these students to qualify for federal or state financial aid, so
the only real assistance that can be provided to these students is through low tuition. This
is particularly essential if we are to grow the two-year sector. He stated that we may need
to look at options such as a roll-back or tuition freeze for the community colleges.

Mr. Schumaker noted that if enrollment growth does occur as previously discussed then
there will be more full-time students attending the Ivy Tech campuses. This could lead to
more Ivy Tech students seeking and receiving financial aid.

Mr. Stan Jones presented a packet of materials including: 1) guiding principles; 2) public
process for setting tuition and fees; 3) practical guidelines for tuition and fee increases; 4)
Indiana public institution first-time entry Hoosier undergraduate tuition and required fees
effective fall 2004; 5) options for setting resident undergraduate tuition and fees; 6) review
process for setting tuition and fees; and 7) a matrix of the possible options presented. A
copy of the packet is included in Attachment B as a supporting document to the minutes.

Mr. Jones stated that the first page of the packet listing the guiding principles was provided
at the October meeting. He stated that the second page of the packet outlines a potential
formal process for institutions to follow prior to setting tuition and fees. The process
provides families and students with the opportunity to review and comment on proposed
tuition and fee increases prior to Trustee approval. It also provides a structure for
communicating with the General Assembly regarding tuition. Mr. Jones noted that Senator
Luke Kenley’s proposed legislation had a similar public process component. He also noted
that upon the request of Governor Kernan, the institutions followed a similar process last
year.

Mr. Steve Ferguson stated that there is currently no ongoing, formal process in place.

Mr. Albert Schumaker noted that last year was the first time that such a process was
requested.

Mr. Jones stated that each institution does have a public process in terms of public
meetings, but noted that there is no process specifically directed to tuition.

Chairman Bauer asked if recommending the formal public process as outlined on page two
of the packet was possible for the institutions to implement and acceptable to the Taskforce
members.

Mr. Ferguson replied that implementing such a process is possible, and the public process
is a good idea. He stated that everyone recognizes that the Trustees are appointed, for the
most part, by the Governor and are responsive when the Governor makes a suggestion. As
such, some degree of a control mechanism already exists. In general, the public process
outlined in the packet is fine and works well. Mr. Ferguson stated that it might be a good
idea to look at Trustees setting tuition for two years at a time. It is difficult for an
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institution to set tuition without knowing what the General Assembly might do in regards to
state appropriations. Some degree of flexibility needs to exist.

Chairman Bauer asked the Taskforce members if anyone opposed the public process as
outlined on page two of the packet. He noted that there was no opposition.

Mr. Patrick Hoehn stated that the University of Southern Indiana has a pretty good public
process already in place. He stated that the Trustees would benefit from a little more
predictability in state appropriations from year-to-year when setting tuition and fees.

Mr. Schumaker asked Mr. Jones if it would be possible to update the pyramid based on
current enrollment.

Mr. Jones stated that an update is possible.

Dr. Otto Doering inquired as to how much upfront resources would be needed by Ivy Tech
to support the increased capacity if greater numbers of students are directed to the
community colleges following high school graduation.

Mr. Schumaker responded that this is a current reality for Ivy Tech as recently built
facilities have already reached capacity.

Dr. Doering stated that it is necessary to get some idea of what will be required. He stated
that he would like to know how much it will cost to implement a tuition freeze or roll-back
at the community colleges, particularly if enrollment continues to increase.

Mr. Jones stated that when the General Assembly implemented the tuition freeze, the
General Assembly also provided resources to the campuses.

Mr. Jones talked about the third page of the packet, Practical Guidelines for Tuition and
Fee Increases, which outlined two indices, the Indiana Nonfarm Personal Income (INPI)
and the Higher Education Cost Adjustment (HECA). Mr. Jones noted that General
Assembly uses and is familiar with the INPI. He also noted that the HECA is relatively
new and speaks to the expenditure side for higher education with 75% based on salaries
across the professional sector and 25% based on price deflation. HECA resembles a way to
determine how college expenditures increase over time, and the INPI reflects more of a
family’s ability to pay.

Dr. Doering asked for confirmation that the Higher Education Cost Adjustment does not
represent what the institutions had done, but was more of a proxy.

Mr. Jones confirmed Dr. Doering’s statement.

Dr. Doering stated that the actual expenditures of the higher education institutions in the
state would be greater than the rate illustrated by the Higher Education Cost Adjustment.

Mr. Hoehn asked how the institutions’ fee increases on page four of the packet compared to
the INPI and HECA guidelines presented on page three of the packet.

Mr. Jones responded that all the institutions had exceeded the guidelines with the exception
of Ivy Tech State College and Vincennes University.
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Mr. Hoehn inquired that if all the institution rates have been higher how will we go forward
with the guidelines.

Mr. Jones responded that a beginning outline for going forward is presented on page five of
the packet materials, Options for Setting Resident Undergraduate Tuition and Fees. Mr.
Jones presented the three options.

Chairman Bauer asked for reactions from the Taskforce members to the options presented.

Dr. Doering asked for confirmation that Option C was the option most dependant on state
appropriations.

Mr. Jones confirmed Dr. Doering’s statement.

Mr. Thomas Reilly stated that Option C was the only option without a tuition cap.
Dr. Doering asked Mr. Jones if Option C contained a tuition cap.

Mr. Reilly stated that all the options were forms of price control.

Mr. Jones stated that none of the options presented on page five of the packet were price
controls. He stated that they reflect guidelines to be used by the institutions in setting
tuition and fees. Mr. Jones stated that whether or not the guidelines become price controls
depends on whether or not there is a review and/or approval process which is outlined on
page six of the packet materials.

Mr. Schumaker stated that Ivy Tech has been trying to get to a tuition level that is on par
with their peers. He stated that Ivy Tech is approximately ten years from achieving that
goal. If Option B was put into place, it would be hard for Ivy Tech to operate without a big
infusion of upfront cash.

Mr. Reilly stated that price controls may have unintended consequences.

Mr. Jones talked through the five proposed levels of a review and approval process for
setting tuition and fees as outlined on page six of the packet of materials.

Dr. Dennis Rittenmeyer asked where the Commission for Higher Education would be in the
review and approval process.

Mr. Jones stated that the current proposal involves the State Budget Committee, but that the
Commission for Higher Education could play a role as well.

Ms. Norma Fewell stated that if the intention is to involve legislators and increase
communication with them then the State Budget Committee should have a role.

Ms. Pat Moss inquired about the purpose of the institution going before the State Budget
Committee for review and/or approval if a rationale is provided following actions taken by
the General Assembly.

112



Mr. Hoehn noted that an institution would probably not receive a specific level of requested
appropriations should the institution seek review/approval of a tuition increase.

Chairman Bauer stated that if the institutions do not appear before anyone and tuition
increases go through the roof, then the General Assembly probably will be addressing the
issue. He stated that the institutional trustees should maintain the role of setting tuition and
fees and have the flexibility to adjust them appropriately following General Assembly
actions with state appropriations.

Dr. Rittenmeyer stated that he is in favor of a strong Commission for Higher Education,
and he would not like to see a structure that weakens the role of the Commission.

Mr. Jones stated that he believes that there should be some accountability in the system to
ensure that if tuition increases are exceedingly high that Trustees provide a rationale.
Exchanges between the institutions, the Commission for Higher Education, and the State
Budget Committee are good so there is a better understanding of the level of state
appropriations and any issues that institutions face in light of those appropriations. Mr.
Jones stated that the Lumina Foundation has noted that one of the biggest hurdles in the
affordability issue is that different people are making decisions that are independent or
work against other decisions that are being made. He noted the State needs all the decision
makers working off the same page to appropriately address tuition and appropriations.

Dr. Rittenmeyer stated that the Commission for Higher Education should be involved.

Mr. Ferguson stated that the Governor appoints the members of the Commission for Higher
Education as well as most of the trustees at the institutions so there already is a built in
accountability system. He stated that institutions are complex as are the issues currently
being discussed. It would be difficult for the legislators or the Commission for Higher
Education to make a final decision on running a major institution, but developing a
continuous process of open communication is a vital component and one that the Taskforce
should consider.

Mr. Reilly stated that he believes the Commission for Higher Education would be hard
pressed to develop and enforce a solution that could differentiate IU Bloomington and PU
West Lafayette from the other institutions. He stated that he believes communication is
necessary. He also stated that he would rather attention be focused on a four to five year
time span rather than a biennium.

Dr. Doering asked Mr. Reilly if the Efficiency Commission was suggesting a longer
decision cycle.

Mr. Reilly affirmatively responded and stated that a year-by-year approach does not work.
There needs to be an understanding of what the State wants to achieve from its higher
education institutions and then figure out a way to work towards achieving those goals over
a period of time. He stated that his primary concern is IU Bloomington, PU West
Lafayette, and the [IUPUI medical sector in that these institutions should operate under a
different model, which may necessitate higher tuition. One size does not fit all.

Mr. Hoehn stated that an understanding of the State’s needs is the missing component. He
stated that the option of a 3, 4, 5 percent tuition rate model is too simplistic for a complex
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problem. Mr. Hoehn stated that he is hesitant of a price control model. He stated that he
does like the concept of what do you want and what is it going to take to get it.

Dr. Doering asked Mr. Reilly if he had examples of other states taking this approach.

Mr. Reilly identified the University of Michigan and the University of Montana as
examples.

Mr. Jones pointed out the last page in the packet, page 7, which represented the various
options presented.

Mr. Reilly asked if Indiana’s state financial aid programs were unique and generous. He
stated that it was his understanding that they were achieving a lot of good in the state as a
means to equalize capacity and take care of low income students. He asked whether or not
it would be cheaper to invest in these programs rather than instituting price controls on
tuition.

Ms. Moss stated that the awards total approximately $154 million.

Mr. Jones stated that the General Assembly has been very supportive of the state financial
aid programs with appropriations tripling over the last decade. He stated that although this
can address low income students enrolled full-time, it is harder to reach the part-time
students and the middle income students. These students are impacted by the affordability
issue as well. He stated that it would be quite costly for Indiana to develop and implement
a part-time aid program that adequately met the existing needs.

Mr. Reilly asked whether or not it would be more efficient to double state appropriations
for the state financial aid programs rather than move more funds to the schools.

Mr. Jones stated that such an option would address some students but not all students,
particularly the part-time students.

Ms. Fewell noted that such an option would also miss many nontraditional students and
middle income students.

Dr. Doering stated that Mr. Reilly’s point is important. Indiana does have a good state
financial aid program and the Taskforce should consider how it can be used to the State’s
advantage.

Ms. Moss stated that the state financial aid follows a student. With the increase in tuition
and fees, the state financial aid dollars are expected to keep pace under the current model.
Ms. Moss stated that the State is getting to a point where it cannot keep up with the rising
tuition.

Mr. Reilly stated that the legislators would need to provide more funds every year based on
the options presented within the packet of materials.

Mr. Jones noted that there has been a growing concern of pricing the middle class out of
higher education in recent years. This is demonstrated by the HOPE and Lifetime Learning
tax credits. Indiana’s state financial aid system is good, but it was never developed to work
with the middle class or part-time students. He stated that perhaps the Taskforce needs to
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III.

Iv.

look at these approaches and determine if changes can be made to meet the affordability
needs of these students.

Ms. Moss stated that Indiana’s part-time grant program is dispensed to the campuses, which
in turn distribute the aid to students. The aid is matched to Temporary Assistance for
Needy Families (TANF) and must be first distributed to those qualifying for TANF. The
use of the part-time grant funds varies across the state.

Mr. Schumaker noted that some alternatives for degree completion were listed in the Other
Issues packet of materials. He stated that he looks forward to this discussion as he is
concerned with the number of students entering the system and leaving with only a few
courses. He questioned the value to the student and to the State in terms of the cost.

Mr. Jones concluded by stating that although Indiana is faced with these challenging issues
of affordability, there are many positive things that have occurred in higher education.
Indiana has one of the best financial aid systems in the nation. The community college
system is continuing to experience incredible enrollment increases. Indiana’s colleges and
universities have nationally recognized programs. And, we have made a great deal of
progress on transfer and articulation over the past few years.

Other Issues for Consideration

Chairman Bauer stated that the second packet of materials regarding other issues for
discussion by the Taskforce would be held until the meeting in November. A copy of the
packet is included in Attachment C as a supporting document to the minutes.

Adjourn

Chairman Bauer adjourned the meeting at 12:00 p.m.
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Structure of Higher Education

A majority of state systems of higher education reflect the dominant “pyramid” pattern that enrolls most
students in a community college system at the base, students attending campuses that focus on
baccalaureate and masters degree programs in the middle, and undergraduates attending research
universities representing the tip. States with pyramid structures benefit from increased levels of
participation at the least cost per student and increased ability to widely educate broad numbers of
students while at the same time having the best public research universities in the nation.

Indiana’s public higher education system historically has resembled an “inverted pyramid,” reflecting the
proportionately smaller enrollment in two-year institutions. The majority of Indiana’s college students
are educated in doctorate-granting institutions, which are generally the most expensive sector of any state
system. Many of these students are educated in Indiana’s two major research institutions.

Percentage of Students Enrolled by Sector
(for illustrative purposes only)

NATIONAL

| Comprehensive | 32%

I Two-Year I 48%

INDIANA

| Research | 45%

| Comprehensive | 36%

Source: Presentation by Robert Dickeson, Senior Vice President for Policy and Organizational Learning for the Lumina Foundation, to the
Indiana Taskforce on College Affordability on September 23, 2004.

Key factors for better aligning Indiana’s higher education system to serve students in efficient and
financially beneficial ways include:

Increased undergraduate enrollment at the two-year campuses

Expanded program offerings at the community college campuses

Stable or decreased undergraduate enrollment at the major research universities
Increased transfer and articulation opportunities among colleges and universities
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ATTACHMENT B
SUPPORTING DOCUMENT

Packet 1 including: 1) guiding principles; 2) public process for setting tuition and fees; 3)
practical guidelines for tuition and fee increases; 4) Indiana public institution first-time entry
Hoosier undergraduate tuition and required fees effective fall 2004; 5) options for setting resident
undergraduate tuition and fees; 6) review process for setting tuition and fees; and 7) a matrix of
the possible options presented (all items dated October 28, 2004)
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Taskforce on College Affordability
10-28-2004

Guiding Principles

Affordability

All academically-prepared Hoosiers should be able to access higher education and choose

the institution that best meets their collegiate needs and aspirations.

Predictability

Increases in tuition and fees should be highly predictable to allow for adequate planning
of current or soon-to-be Hoosier college students as they pursue their degree as well as
for realistic financial expectations to be set by Hoosier families planning and saving for
their child’s future.

Informing/Engaging

Indiana’s public colleges and universities should institute a formal, public process of
informing and engaging Hoosier students and families in proposed tuition and fee
increases prior to setting those fees.

Responsibility

The State should acknowledge the important role of higher education in the economic
growth and prosperity of individual Hoosiers and our state as a whole by providing the
necessary institutional operating and enrollment growth support that will avoid shifting
the burden to students.
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Taskforce on College Affordability
10-28-2004

Public Process for Setting Tuition and Fees

Indiana’s public colleges and universities will give public notice of proposed tuition and
mandatory fee increases for the upcoming academic year with the Board of Trustees
holding at least one on-campus public meeting to debate and receive public testimony on
the proposed increases prior to March 15 (or 15 days after adjournment of the General
Assembly).

The colleges and universities will notify the Governor and the members of the General
Assembly of the proposed tuition and mandatory fee increases for the upcoming
academic year on or before March 15 (or 15 days after adjournment of the General
Assembly).

The Board of Trustees will make its final decision regarding tuition and mandatory fee
increases no later than May 15.
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Taskforce on College Affordability
10-28-2004

Practical Guidelines for Tuition and Fee Increases

Two measures that could serve as a rational basis for limiting tuition and fee increases for
resident undergraduate students are nonfarm personal income and the higher education cost
adjustment. The change in nonfarm personal income reflects changes in economic resources
available to students and their families. The change in the higher education cost adjustment
reflects changes in the costs faced by colleges and universities.

1. Growth in Indiana Nonfarm Personal Income

Personal income, as measured by the U.S. Department of Commerce’s Bureau of Economic
Analysis, is the income received by all persons from all sources. Personal income is the sum of
net earnings by place of residence, rental income of persons, personal dividend income, personal
interest income, and personal current transfer receipts. Nonfarm personal income simply
excludes farm earnings net of farm employer contributions for government social insurance from
total personal income. The Bureau of Economic Analysis publishes personal income data
annually and quarterly by state. Nonfarm personal income is reported annually by state, but can
be estimated on a quarterly basis. Change in nonfarm personal income is used to compute the
state spending growth quotient created in statute (IC 4-10-21) by the Indiana General Assembly
during the 2002 special session.

2. Growth in the Higher Education Cost Adjustment

The higher education cost adjustment (HECA), developed by State Higher Education Executive
Officers (SHEEO), is a measure of inflation experienced by higher education institutions.
Reflecting the high proportion of university and college expenditures devoted to personnel costs,
75 percent of the HECA is based on the Employment Cost Index for private sector, white-collar
workers excluding sales professions. The remaining 25 percent is based on the Gross Domestic

Product Implicit Price Deflator, which is a measure of inflation affecting all final goods and
services produced within a country in a given year (hence it is broader in scope than the CPI).
The Employment Cost Index is reported on a quarterly basis by the U.S. Bureau of Labor
Statistics. The Implicit Price Deflator is reported by the Bureau of Economic Analysis on an
annual and quarterly basis.

Annual Increases

Indiana Nonfarm Higher Education Indiana Nonfarm Education Cost
Personal Income Cost Adjustment Personal Income Adjustment
1994 119,526,157 1154 6.2% 3.2%
1995 124,953,176 118.6 4.5% 2.8%
1996 130,971,621 122.7 4.8% 3.5%
1997 137,621,269 125.2 5.1% 2.0%
1998 148,572,619 129.1 8.0% 3.2%
1999 154,556,971 132.9 4.0% 2.9%
2000 164,745,438 138.3 6.6% 4.1%
2001 167,771,640 143.9 1.8% 4.1%
2002 171,728,071 148.9 2.4% 3.4%
2003 177,638,584 153.8 3.4% 3.3%
2004 184,728,000 * 159.0 4.0% 3.4%
1-year 4.0% 3.4%
5-year 19.5% 19.7%
10-year 54.6% 37.8%
S5-yr annual average 3.6% 3.7%
10-yr annual average 4.4% 3.3%

*2% Ouarter (June) estimate
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Taskforce on College Affordability

10-28-2004

Indiana Public Institution First-Time Entry Hoosier Undergraduate
Tuition and Required Fees Effective Fall 2004

PUWL Management Majors

IU Bloomington

PUWL Engineering Majors

Ball State University

PUWL Other Majors

IUPUI

Indiana State University
IPFW

PU North Central

PU Calumet

IU South Bend

IU Northwest

IU Southeast

IU Kokomo

IU East

Univ. of Southern Indiana
Vincennes University

Ivy Tech State College

10-year

2004-05 Percent

Rate Increase
6,924 140.1%
6,827 102.4%
6,624 129.7%
6,180 115.8%
6,092 111.2%
5,929 99.1%
5,640 101.3%
5,312 112.9%
4,901 101.7%
4,794 95.8%
4,754 85.8%
4,706 90.9%
4,672 91.3%
4,631 88.3%
4,601 85.2%
4,077 86.3%
3,346 54.3%
2,469 43.2%

Average
Annual

Increase

9.2%

7.3%

8.7%

8.0%

7.8%

7.1%

7.2%

7.8%

7.3%

7.0%

6.4%

6.7%

6.7%

6.5%

6.4%

6.4%

4.4%

3.7%
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10-28-2004

Options for Setting Resident Undergraduate Tuition and Fees

Option A

Resident undergraduate tuition
and fees should increase at a
highly predictable rate that is
linked to family ability to pay
and the cost of educating
students:

1.) Resident undergraduate
tuition and fee rates should
increase at a rate no greater
than the change in the
selected index.

Option B

Resident undergraduate tuition
and fees should increase at a
highly predictable rate that is
linked to family ability to pay
and the cost of educating
students:

1.) Resident undergraduate
tuition and fee rates at Indiana
University Bloomington and
Purdue University West
Lafayette should increase at a
rate no greater than the
selected index or 5 percent
per year.

2.) Resident undergraduate
tuition and fee rates at other
public four-year campuses
should increase at a rate no
greater than the selected index
or 4 percent per year.

3.) Resident undergraduate
tuition and fee rates at [vy
Tech Community College of
Indiana and Vincennes
University should increase at a
rate no greater than the
selected index or 3 percent
per year.

Option C

Peg target expenditures per
FTE to changes in the Higher
Education Cost Adjustment.

1.) Expenditures per FTE will
be calculated as state
appropriations plus tuition and
fee revenue divided by full
time equivalent students.

2.) Projected increases in the
HECA will be applied to
current year expenditures per
FTE to fix expenditure targets.

3.) Increases in resident
undergraduate tuition and fees
will vary inversely to increases
in state appropriations per
FTE.

4.) As an example, assume the
following:

a.) the expenditure per FTE
is composed of 50 percent
state appropriations and 50
percent tuition and fees, and

b.) HECA is projected to
increase by 3 percent.

c.) If state appropriations per
FTE increase by 3 percent,
then

d.) the maximum allowable
increase in resident
undergraduate tuition and fee
rates will be 3 percent.
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Review Process for Setting Tuition and Fees

If guidelines for setting undergraduate resident tuition and fee rates were established, Indiana’s
colleges and universities would be provided and encouraged to follow them. The following items
outline potential process options if an institution should want to increases the rates greater than
the suggested guidelines.

1. The institution does not have to go through a formal review and/or approval process
beyond approval by its Board of Trustees.

2. The institution must provide the rationale for such a decision publicly before a state entity
following approval by its Board of Trustees.

3. The institution must provide the rationale and seek approval for such a decision publicly
before a state entity following approval by its Board of Trustees.

4. The institution does not have the ability to increase the rates greater than the suggested
guidelines by legislative mandate.
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Option A: Increases based on
change in HECA or IN NFPL.

Option B: Increases based on
change in HECA or IN NFPI with
differentiation by sector.

Option C: Increases set to reach HECA-
inflated expenditure per FTE goal.

1. Recommended
Increases

Al. Recommended increases based
on change in the selected index;
institutions free to comply or set
tuition and fees above recommended
amounts.

B1. Recommended increases based on
change in the selected index with
additional differentiation
opportunities by sector; institutions
free to comply or set tuition and fees
above recommended amounts.

C1. Recommended increases based on
amount necessary, when combined with
changes in state appropriations, to reach a
target HECA-inflated expenditure per FTE;
institutions free to comply or set tuition and
fees above recommended amounts.

2. Recommended
Increases Can Be
Exceeded w/Review

A2. Recommended increases based
on change in the selected index;
institutions seeking to exceed the
recommended cap must submit
proposed increases to the
Commission for Higher Education
and the State Budget Committee for
review.

B2. Recommended increases based on
change in the selected index with
additional differentiation
opportunities by sector; institutions
seeking to exceed the recommended
cap must submit proposed increases
to the Commission for Higher
Education and the State Budget
Committee for review.

C2. Recommended increases based on
amount necessary, when combined with
changes in state appropriations, to reach a
target Higher Education Cost Adjustment-
inflated expenditure per FTE; institutions
seeking to exceed the recommended cap must
submit proposed increases to the Commission
for Higher Education and the State Budget
Committee for review.

3. Recommended
Increases Can Be
Exceeded w/Approval
and Review

A3. Recommended increases based
on change in the selected index;
institutions seeking to exceed the
recommended cap must submit
proposed increases to the
Commission for Higher Education
for approval and the State Budget
Committee for review.

B3. Recommended increases based on
change in the selected index with
additional differentiation
opportunities by sector; institutions
seeking to exceed the recommended
cap must submit proposed increases
to the Commission for Higher
Education for approval and the State
Budget Committee for review.

C3. Recommended increases based on
amount necessary, when combined with
changes in state appropriations, to reach a
target Higher Education Cost Adjustment-
inflated expenditure per FTE; institutions
seeking to exceed the recommended cap must
submit proposed increases to the Commission
for Higher Education for approval and the
State Budget Committee for review.

4. Increases Are Caps
That Cannot Be
Exceeded

Ad4. Increases based on change in
the selected index; institutions may
not exceed the caps.

B4. Increases based on change in the
selected index with additional
differentiation opportunities by
sector; institutions may not exceed the
caps.

C4. Increases based on amount necessary,
when combined with changes in state
appropriations, to reach a target Higher
Education Cost Adjustment-inflated
expenditure per FTE; institutions may not
exceed the caps.
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ATTACHMENT C
SUPPORTING DOCUMENT

Packet 2 on Other Discussion Topics related to SSACI award procedures, tuition and fees, and
degree completion (all items dated October 28, 2004)
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Other Issues: SSACI Award Procedures

Ten-Year Term Limitation on SSACI Awards

Current Policy: The state’s need-based aid programs forbid grants to students for whom ten years
or more have passed since their first grant. This statute is of long standing, and apparently
reflects the General Assembly’s desire to hasten degree attainment for students.

Issue: The current limitation turns out to be a key impediment to “returning” students of all
kinds. According to SSACI, it is problematic for middle-aged women who left school to raise a
family, and for students who interrupted their studies for military service. Approximately 6,100
applications were rejected this year because of the rule. Many in the financial aid community
believe this rule causes more troubles than it solves.

Possible Alternatives:

(1) Remove the statutory limitation altogether.

(2) Increase the attendance window to a longer period (for example, 15-20 yrs)

Part-time Grant Money

Current Policy: The state distributes $5.25 million annually to public and independent campuses
based on previous year’s usage. Student eligibility mirrors the state’s other need-based aid
programs, except that the student must attend part-time, and may have applied “late” (i.e., after
the typical March 1 deadline).

Issue: The current program is very unevenly used, even among campuses with many part-time
students. It is unclear whether there is any real state policy at work, since identical students
attending different campuses could well be treated very differently in terms of aid. Some aid
officers believe that the current funding level produces institution allocations that are too small to
effectively administer.

Possible Alternatives:

(1) Modify the program to allocate funds only to campuses with a minimum threshold percentage
of part-time students.

(2) De-authorize the program and re-purpose the funding toward need-based aid generally, or to
holding down tuition in the community college sector.

(3) Modify the program to allocate funds only to regional campuses and community college
campuses.
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Resetting the SSACI Need-Based Aid “Cap”

Current Policy: The state’s large need-based grant programs limit awards to student to specified
levels ($4700 for public students, and $9100 for students attending independent institutions.
Traditionally, the caps (which apply to the neediest of students) were established by formula
(actual tuition for public students, and the sum of the most-expensive public tuition plus the
lowest state support per student for students attending independent institutions). In 2001, this
traditional calculation was abandoned due to highly limited state revenue, and fixed caps of
$4700 (for public institutions) and $9100 (for independent institutions) were instituted.

Issue: As state financial capacity has suffered, and as student fees have increased, the effect of
the caps has reduced the financial aid purchasing power of the needy student, and more
importantly has left the state unable to say strongly that all students can afford to attend. Most
importantly, doubt has been created for families and institutions about what funding policy the
state will pursue in the future.

Possible Alternatives:

(1) Return to a formula approach for setting the caps, but at a lower level that appears to be
affordable to the state over the long term.

(2) Reinstitute the cap for public students, and dispense with the separate cap for students
attending independent institutions.

(3) Require public institutions increasing fees beyond inflation to assume the responsibility for
funding aid needy students (that is, the neediest students would receive institutional aid at
least equal to the difference between pubic tuitions and the SSACI award).
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Other Issues: Tuition and Fees

Timing of Fee Decisions by University Trustees

Current Policy: Institutions typically set their fees once a year in late spring. If the General
Assembly session lags, fee decisions may be put on hold. There is no state policy guiding the
process or the timing of fee decisions. (Note: last year, the Governor asked institutions to limit
their increases, and to conduct a timely public process including student and family input).

Issue: Students/families (and aid officers) typically want the longest lead-time possible in
knowing what their future expenses will be. The annual cycle of increases is understandable, but
is calculated to give institutions the most flexibility rather than giving students the most
information. Should the state prescribe or incent longer-term fee decisions by institutions?

Possible Alternatives:

(1) Ask the Trustees to adopt fees for two years at a time (following General Assembly budget
sessions).

(2) Implement a fixed (or scheduled) fee increase program for students at the time of their entry
to the institution.

Proliferation of Incidental Fees

Current Policy: While the General Assembly typically makes informed assumptions about
general fee increases in developing their appropriations, there are many other incidental fees not
generally charged to all students that escape scrutiny beyond the institutional trustees. The
funding importance of these fees at a specific campus varies over time. Occasionally, these fees
grow to a point where they are substantial, and in some cases, the Trustees decide to consolidate
them into the base instructional fee through an extraordinary increase. There is no state limitation
on the number or size of these incidental fees.

Issue: Incidental fees seldom are factored into student aid packaging decisions, yet can be quite
substantial, and certainly can affect affordability. Should there be a state policy concerning the

establishment of these fees?

Possible Alternatives:

(1) Adopt a state guideline limiting the materiality of such fees to the student (for example, a
student could not be asked to pay for incidental fees totaling more than five percent of the
general tuition).

(2) Adopt a policy limiting incidental fees to a few well-publicized topics: for example, parking
or transcript generation.
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Disproportionate Effect of Incidental Fees on Part-time Students

Current Policy: No state policy exists concerning what fees can be charged of which students.
Issue: It is not uncommon to find students paying incidental fees for services that they may not
benefit from. A common complaint, for example, arises from a mandatory (and sizable)
technology fee assessed of a student who takes one course per semester. The net result is to
increase the effective price of postsecondary education for part-time students. Is this an

acceptable outcome?

Possible Alternatives:

(1) Require all incidental fees to be pro-rated in the overall per-credit-hour tuition charged to
part-time students.

(2) Forbid all incidental fees charged to more than 75 percent of students to be rolled into the
per-credit-hour tuition.
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Other Issues: Degree Completion

Current Policy: Outside of the eight-semester limit on State Student Assistance Commission
grants, Indiana currently has no state policies or incentives related to timely degree completion
(i.e., completing associate’s degrees in two years and baccalaureate degrees in four years).
Indeed, one of the primary mechanisms Indiana uses to fund public colleges and universities, the
enrollment change formula, can serve as a disincentive for timely degree completion as it
provides additional state appropriations on the basis of enrollment increases without
consideration of completion rates.

Issue: Much has been written about the increasing length of time students are spending in college
before they complete their degree requirements. Few public universities in Indiana graduate even
25 percent of their entering cohorts four years later, and figures are generally lower for students
pursing associate’s degree at two-year colleges. There are many reasons why students may take
longer than two or four years to complete their degrees. For example, students may change
majors, attend part time, drop out for a year or semester, or transfer to a different institution with
different degree requirements.

While taking longer than necessary to complete a degree may be unavoidable for some students,
lengthening time to degree can result in significant additional costs to students, parents,
institutions, and the State. For students and parents, those costs include tuition, fee, book, and
living expenses associated with taking more credit hours than are necessary for a degree.
Students also incur opportunity costs while they are out of the workforce any longer than
necessary. For institutions, additional students tie up resources such as lab and instructional
space, computing resources, and student services. For the State, additional credit hours beyond
what is necessary for a degree mean additional funding needs as funding for many public
campuses in Indiana is adjusted for the number of credit hours generated.

Possible Alternatives:

(1) Students exceeding the number of credit hours necessary to complete their degree by more
than ten percent (e.g., enrolling in more than 132 credit hours when pursing a bachelor’s
degree requiring 120 credit hours, or enrolling in more than 66 credit hours when pursuing an
associate’s degree requiring 60 hours) would be charged 150 percent of the resident
undergraduate credit hour rate for each hour beyond the ten-percent cushion.

(2) Institutions would be incentivized with a new base adjustment that provides additional
funding for improving four-year degree completion (or two-year degree completion for vy
Tech and Vincennes University). Improvement would be measured by comparing annual
change in the ratio of graduates to the total number of undergraduate full-time equivalent
students.

(3) Students completing their baccalaureate degree in four years (or the minimum required time
period for baccalaureate degrees requiring more than four years) or their associate’s degree in
two years would receive a $500 rebate upon graduation.
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State of Indiana
Taskforce on College Affordability

Minutes of Meeting
December 14, 2004
Call to Order

Chairman Fred Bauer called the meeting to order at 10:10 a.m. in the University Place Conference
Center (room 132) on the campus of IUPUI. A quorum was present. Taskforce members attending
included:

Mr. Frederick Bauer — Member, Indiana Commission for Higher Education

Dr. Otto Doering — Postsecondary Faculty, Purdue University

Mr. Stephen Ferguson — Trustee, Indiana University

Ms. Norma Fewell — Student Member, Indiana Commission for Higher Education

Sen. Luke Kenley — Member, Indiana State Senate

Sen. Tim Lanane — Member, Indiana State Senate

Mr. Timothy McGinley — Trustee, Purdue University

Rep. Luke Messer (for Rep. Lawrence Buell) — Member, Indiana House of Representatives
Dr. Dennis Rittenmeyer — Representative, Independent Colleges of Indiana

Mr. Albert H. Schumaker — Trustee, Ivy Tech State College

Also participating: Mr. Stan Jones, Indiana Commission for Higher Education; and Ms. Pat Moss,
State Student Assistance Commission of Indiana

Chairman Bauer distributed comments provided to him in an e-mail by Mr. Thomas Reilly.
Chairman Bauer stated that Mr. Reilly had requested that his comments be distributed and
considered during today’s proceedings.

Review and Consideration of Proposed Recommendation

Chairman Fred Bauer called on Mr. Stan Jones, Commissioner of the Indiana Commission for
Higher Education.

Mr. Jones provided a packet of materials including: 1) an opening preface summarizing key points;
2) guiding principles; 3) potential proposals and options for recommendation; 4) practical
guidelines for tuition and fee increases; 5) charts illustrating appropriations, state financial aid, and
tuition and fees; and 6) Indiana public institution first-time entry Hoosier undergraduate tuition and
required fees effective fall 2004. A copy of the packet is included in Attachment A as a supporting
document to the minutes.

Dr. Otto Doering requested that a statement be included on the importance of state financial aid in
the final report. He stated that the General Assembly should be applauded for their efforts in
ensuring that state financial aid is available to all students in need.

Mr. Jones agreed that the General Assembly has continued to be generous in their support of
students through state financial aid even in difficult times.
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Dr. Doering replied that supporting state financial aid has helped in maintaining college
affordability, and he hopes this will continue.

Mr. Jones mentioned that in earlier discussions Mr. Thomas Reilly illustrated the inefficiency in
Indiana’s higher education structure. Mr. Jones indicated that Indiana educates more students in
research and doctoral institutions and fewer students in community colleges when compared to
other states. He stated that it is essential to continue efforts to grow the community college as it is
the most affordable option for many students.

Dr. Doering stated that if this statement is made, it will help the overall cost of the system, but lvy
Tech will need the resources to support the growth. Dr. Doering also stated that vy Tech will need
resources and support to increase transfer of credit and ensure it is of high quality.

Mr. Jones stated that evidence is starting to suggest that as the tuition and fees are increasing at the
four-year campuses, students are taking more courses at the two-year campuses and then
transferring to the four-year campuses.

Chairman Bauer stated that in order for the community college system to work, the State will need
to focus on the quality and number of full-time faculty at lvy Tech. He continued that the system
will not reach the capacity being sought without addressing this ingredient.

Mr. Stephen Ferguson agreed with Chairman Bauer’s comments and stated that there are several
funding issues that need to be addressed.

Dr. Doering stated that he is worried that in the hurried push to advance transfer and articulation
that the State ends up with a system in which the transfer and articulation is not designed in the best
interest of the student to succeed.

Sen. Luke Kenley agreed that Dr. Doering raised a good point. He stated that there are a lot of
people trying to do good work in this area, but these people are being met with a great deal of
resistance to change. He added that this is why conversations such as the one taking place now are
so important. Sen. Kenley mentioned that there has been a good deal of resistance with the college
affordability discussion, and the guiding principles that have been developed through the
Taskforce’s conversations provide a framework for advancing efforts that will benefit the system as
a whole.

Dr. Doering mentioned that the Efficiency Report makes some good recommendations.

Mr. Jones stated that in previous discussions someone made a recommendation to include a strong
statement on the benefits of having more high school students graduate with a Core 40 diploma.
Better high school preparation leads to better success in college.

Mr. Ferguson stated that over the past several years, the college-going rate of recent Indiana high
school students has increased dramatically. He stated, that in effect, this means that we are dipping
down further into each graduating high school class. He continued that such penetration is
necessary and should be continued, but these students need to be academically prepared for college
regardless of which institution that they attend.

Ms. Norma Fewell stated that the appropriate place for remediation to occur is in the first year of
high school, not the first year of college.
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Mr. Thomas McGinley asked if the chart in the packet (entitled Estimated Weighted Average
Resident Tuition and Fees Net of SSACI Aid per Hoosier Undergraduate) included institutional
financial aid and/or available tax credits.

Mr. Jones replied that institutional financial aid and/or available tax credits were not included in the
chart. He stated that until recently need-based institutional aid has been relatively stable with little
to no increase. Mr. Jones also indicated that a recently released report documented that the federal
tax credits were not frequently used and that those who take advantage of the credits typically are
middle and high income families.

Ms. Pat Moss stated that the federal tax credits were designed for middle income families.

Mr. McGinley inquired on the impact of including institutional financial aid and federal tax credits
in the data represented by the chart.

Mr. Jones indicated that it would be hard to estimate the tax credit.

Sen. Kenley stated that Mr. McGinley raised a good point and asked that the chart include a
footnote stating that institutional financial aid and federal tax credits are not included in the data.

Mr. Jones referenced a section in the packet regarding the potential use of incentives to increase
timelier four-year degree completion. He referenced Kentucky, Florida, and lowa as having
examples of such initiatives that are proving to be successful. Mr. Jones reminded the Taskforce
that Indiana’s higher education incentive is solely focused on enrollment.

Sen. Kenley noted that it comes down to saving money for students and their families by instilling a
four-year standard, not a six-year standard, on college degree completion. The savings potential
needs to be better communicated to students and families.

Ms. Moss noted that there also is an associated expense with financial aid.

Sen. Kenley asked Ms. Moss if a four-year standard would cause SSACI to change its policy
standard.

Ms. Moss replied that SSACI may need to change the ten-year window.

Mr. Jones stated that it may be time for change. He noted that there will always be students who
are not able to graduate college in four years, and exceptions would need to be made. He also noted
that efforts to increase the timelines of completion even for a portion of students would have a
substantial impact.

Ms. Moss stated that it is important that financial aid processes are in place to support such an
effort.

Sen. Tim Lanane noted that the non-traditional students typically do not complete in four years.

Ms. Fewell replied that most non-traditional students are not part-time, and as such, would not be
included in the proposed formula.

Mr. McGinley noted that there is a balance that you do not want to lose in this discussion. He noted
that there are a number of good reasons for a student making the decision to remain in college for
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more than four years such as study abroad, coop programs, and internships. Mr. McGinley agreed
that there should be incentives to make progress, but stated that one formula may not fit all
institutions. He suggested that the institutions should determine the appropriate timeframe based on
the student’s educational goals and experiences, which may vary by type of degree program.

Sen. Kenley stated that this would basically award the current performance of the institutions. He
noted that the real goal of this type of incentive is to encourage more students to complete in four
years.

Mr. Ferguson stated that he was looking at the incentive from a different perspective. He views the
completion incentive as a safety net, a way to balance the current incentive of enrollment as
enrollment shifts are made.

Chairman Bauer noted that the incentive is voluntary. If an institution is interested in increasing the
timeliness of degree completion, they will participate.

Dr. Dennis Rittenmeyer agreed that the completion incentive made sense. He noted that the culture
has evolved, through no one’s intent, to one that accepts a six year time period of degree
completion. He stated that the idea of graduating with a four-year degree in four years has faded.

Sen. Kenley stated that there needs to be a direct effort to point out to students the benefits of
completing a degree in four-years.

Ms. Fewell asked for clarification on how transfer students would be handled with the completion
incentive.

Mr. Jones stated that this would need to be addressed. He noted that these types of details would
need to be worked out.

Dr. Rittenmeyer agreed that the transfer details are very important as the community college system
develops.

Rep. Luke Messer asked if this highlighted the need for uniform transfer.

Mr. Albert Schumaker stated that all things that have been discussed are interlinked and impact
other areas. He stated that the full impact of any changes will not be known until scenarios are
developed and tested, and he questioned whether or not such changes are affordable.

Sen. Kenley stated that he is assuming that the institutions are capable of replacing each graduating
student.

Mr. Schumaker noted that it is important to run the model to determine if the assumption is correct
particularly in terms of FTE.

Dr. Rittenmeyer stated that there is no intent on the part of any college to keep students longer than
absolutely necessary for financial reasons. He noted that the built-in autonomy in higher education
leads to benign neglect circumstances in which there is not a clear focus on students — this can be
seen in such things as transfer and articulation and flexibility or inflexibility in program delivery.

Mr. Schumaker agreed with Dr. Rittenmeyer’s statements, but noted that institutions will need a
better understanding of the associated costs.
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Dr. Doering noted that the issue being raised is a tactical problem. He noted that it appears that the
group agrees in the principle of having an incentive that would facilitate more students completing
in a timelier fashion. He stated that it would not be a good use of the Taskforce’s time to try and
craft the details of a specific formula. Dr. Doering noted that it was suggested to give the idea to
the institutions to work out the details.

Sen. Kenley stated that he agreed with Dr. Doering’s statements, but would not want the institutions
solely working out such a formula.

Mr. McGinley asked Sen. Kenley for clarification on his statement.

Sen. Kenley replied that there has been a great deal of resistance on the part of the institutions in
discussing the issue of affordability even on simple matters. He stated that he feels that it should
continue to be a public process in which goals are set and then the determination of how to reach
those goals are made. He noted that he does not feel that simply allowing the institutions to
determine a formula will necessarily get the State to where it wants to be in terms of timely four-
year degree completion.

Dr. Doering offered that the Commission for Higher Education could be involved.
Mr. Jones indicated that the Commission currently serves in this role for similar processes.
Mr. McGinley noted that he did not see how one formula would fit all institutions.

Sen. Kenley stated when you articulate this to the general public that it needs to be specific without
a lot of exceptions.

Mr. McGinley stated that there may be competing messages tailored to specific markets with
different interests because there will be those students who want a study abroad or coop experience
that will require more than a four-year period.

Ms. Fewell stated that the current proposal provides a six-year trial period at which time the
incentive could be reviewed and modified accordingly.

Chairman Bauer stated that his sense was that the Taskforce had general consensus on the principle
of a four-year degree completion incentive for both students and the institutions. He asked Mr.
Jones to include this item in the final report. He noted that if this is something that the General
Assembly is interested in, the recommendation would be for the Commission for Higher Education,
working with the institutions, to develop a potential formula for consideration by the General
Assembly.

Mr. Jones distributed a revised copy of the packet’s options page. A copy of the revised page is
included in Attachment B as a supporting document to the minutes.

Mr. Jones stated that the Taskforce may not be able to come to consensus on every matter discussed
today, but the discussion has been very good and productive.

Mr. Ferguson asked if there was consensus on the public process.

137



Chairman Bauer indicated that it was his understanding that there was consensus on the public
process and that it would be noted as such in the final report.

Mr. Ferguson stated that he was pleased to see such consensus as he has always felt that if you
cannot justify an action then you probably should not be doing it. He stated that he understood that
there was a belief that university presidents can run over trustees. He noted that although this may
be true, he has always been able to hold his own on issues such as the ones being discussed today.
Mr. Ferguson noted that over the years, the General Assembly has been generous to higher
education even during troubled times. He noted that he believes that the institutions have done a
good job in holding the line in terms of tuition and fees.

Sen. Kenley asked Mr. Ferguson if he was talking about tuition and fees over the last two years or
over the last five years.

Mr. Ferguson stated that institutions have held tuition increase to four percent each year for the past
two years. He mentioned that the $1,000 increases occurred over the five year time period, and
some institutions handled the process of instituting those increases better than others. Looking to
the very near future, Mr. Ferguson stated that there are some very real concerns related to
renovation and restoration and remaining competitive in attracting and retaining top quality faculty
that bring prestige to the institution. He stated that funding is going to be critical, and hard
decisions may have to be made. Mr. Ferguson noted that some states are experimenting with
developing compacts with their institutions, providing the institutions with a set of goals and then
funding the institution to achieve those goals. In terms of the options presented in the packet, Mr.
Ferguson says that he agrees with everything with the exception of the final appeal issue. He stated
that Boards of Trustees should make the final decision on tuition and fees.

Sen. Lanane asked for clarification on the appeals process regarding what would happen if the
appeal was rejected in option one and option three.

Mr. Jones replied that the institution could stay within the guideline or make another appeal with a
different proposal.

Sen. Kenley noted that the three options presented are price control measures. He mentioned that
he introduced a bill in the last legislative session that did not have such a measure, basically an
institution could set the tuition and fees at any level for the first year of entering freshman followed
by a guideline in subsequent years. He stated that the goal of the bill was to increase predictability.
Sen. Kenley stated that the resistance to his bill was incredible. He noted that as he spent more time
with the issue, he learned that other states have more control on setting tuition and fees than
Indiana, and even had his bill passed, the degree of state control would still be less than most states.
Sen. Kenley mentioned that he has heard from a variety of citizens and they are very concerned
about rising college costs.

Sen. Lanane stated that this Taskforce is focused on college affordability, which makes him
automatically think about checks and balances. He noted that of the options presented, he sees
option one as having a fair checks and balances process. He also stated that he understands the
tension being expressed regarding price caps.

Rep. Messer stated that the guidelines being presented are somewhat of a price control, but it
should be noted that there is a process to go above the given guideline as long as a legitimate
rationale is provided. He noted that he views the guidelines more as a “yellow light.”
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Mr. Ferguson stated that sometimes there are necessary reasons for raising tuition and fees, such as
the renovation and restoration example provided earlier. He noted that most, if not all, Trustee
members are appointed and accountable to the Governor, which is why he has difficulty in placing
the final decision-making authority with anyone but the Boards of Trustees.

Rep. Messer asked about the current process of setting tuition and fees, and the typical voting
pattern of Trustees on such matters. He speculated that he believes that consensus is probably
reached in most instances. If this is the case, he continued then a two-thirds vote is probably
meaningless, and an outside review is necessary. Rep. Messer noted that he respected Mr. Reilly’s
comments, but does not see the presented guidelines and processes as a strict price cap. He stated
that there are a lot of states in which state universities are centralized in terms of such governing
issues.

Mr. Ferguson stated that he has voted against tuition increases in the past, but noted that Rep.
Messer is right that consensus is usually reached. Mr. Ferguson expressed concern that smaller
campuses tend to be displaced under a centralized governance structure.

Rep. Messer stated that he was not suggesting that Indiana go with a centralized governance model.
He noted that he was trying to demonstrate that option one is miniscule in comparison to the types
of control existing in other states. Rep. Messer stated that these options are not a cap, but a “yellow
light.”

Ms. Fewell offered that from a student’s point of view, option one makes sense as students need
predictability. She stated that there is always the potential for a problem when a body is self-
governing. In terms of having a process for review and approval by another entity, Ms. Fewell
noted that the universities would have the opportunity to explain their rationale. She noted that the
university would be insulated from criticism should an increase be publicly approved by the third
party. She stated that option one seems to be reasonable.

Sen. Lanane stated that option one provides transparency to the process.
Mr. McGinley noted that Trustees are serious about their roles and want to see the institution

advance. He stated that Trustees are deeply involved in the budget and tuition and fee process, a
process that expands the entire year. Mr. McGinley noted that there is nothing more important than

access and affordability in these discussions, and that the discussions certainly include financial aid.

He stated that the current governance structure allows Trustees to gain a deep level of
understanding of the issues and needs faced by the institutions. He noted that having a third party
involved, such as the Commission, the depth may not be possible, particularly since the third party
would be stretched to work with several institutions each with unique missions. Mr. McGinley
noted that one way they measure the impact of tuition and fee increases on students is the number
of applications received. He added that Purdue University has experienced a tremendous growth in
the number of students applying over the past few years.

Rep. Messer responded that he is not suggesting that the Trustees do not take this matter seriously.
He stated that a two-thirds vote does not seem like an appeal, and it probably already occurs. He
noted that perhaps the argument is that no appeal is needed, and college affordability is not a
problem.

Sen. Lanane responded that he agrees with Mr. McGinley regarding the serious nature and devotion
of the Trustees. He noted that the issue of college affordability was not brought to the General
Assembly by two legislators, but rather by the constituents served by the General Assembly. He
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stated that when these concerns were brought to the General Assembly, they began looking at the
system and process for justifying these costs. He noted that it is important to demonstrate to the
public that there is a formal, accountable, justifiable process.

Mr. Ferguson stated that the institutions start their budget process in May. He noted that after the
Trustees approve the budget, it is presented to the Commission for Higher Education and then to the
State Budget Committee. He expressed that several opportunities for review and comment already
exist.

Sen. Kenley asked Mr. Ferguson if there would be insulation for the institution by having the
Commission for Higher Education review and approve tuition and fee increases above the
guideline.

Mr. Ferguson replied that he is concerned about the depth of knowledge that the Commission for
Higher Education would have to make such a decision.

Sen. Kenley responded that it should be possible to make a rationale, understandable case within a
presentation.

Mr. Ferguson stated that the Commission for Higher Education is not in a position to make
decisions regarding tuition and fees. He noted that the General Assembly ultimately makes the
funding decisions for higher education.

Sen. Kenley noted that the institutions typically set tuition and fees after the session is over.

Mr. Jones noted that the discussion thus far had been excellent. He stated that it does not appear
that a consensus can be reached today regarding the options. He recommended that all the options
be included in the final report with an explanation of the difference in opinions.

Dr. Doering stated that Mr. Reilly’s comments about the need for flexibility if Indiana’s higher
education system is to be restructured should be considered. He noted that this may mean
institutions will need flexibility in increasing tuition and fees.

Sen. Kenley thanked the Taskforce members for being involved in this important exercise, and for
bringing important topics to the table. He stated that it may take time for progress to be made, but
he would like to see a more formal checks and balances process in place.

Chairman Bauer noted that this is a monumental issue in which nothing is simple. He stated that
the Taskforce’s deliberations were a good first start. Chairman Bauer asked Mr. Jones to draft a
final report noting the areas of consensus and disagreement. He asked that the draft be forwarded
to Taskforce members for review and comment prior to forwarding it to the Governor, Governor-
elect, and General Assembly.

Mr. Ferguson thanked Sen. Kenley for all his time, dedication, and sincerity on this important topic.

Mr. Schumaker asked for clarification on the part-time student grant program administered by
SSACI that was included in the packet materials.

Ms. Moss stated that the outlined process currently is in place. She noted that the program is very
flexible because there is no statute governing its use, which allows funds to be shifted from one
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institution to another depending upon use and need. Ms. Moss stated that increased appropriations
would allow SSACI to reach many more part-time students in need.

Dr. Rittenmeyer stated that he favors a strong Commission for Higher Education, but does not favor
price controls. He noted that he has never heard an economist state that price controls are a good
idea, in fact, they state the exact opposite. He stated that college costs what college costs.
Recognizing that efficiencies can be made, Dr. Rittenmeyer noted that if students pay less then the
State will pay more. He stated that he is not convinced that if tuition is held low that state
appropriations will increase at the rate required to maintain quality.

Rep. Messer noted that public higher education is not a free market, but a subsidized enterprise. He
stated that if the Commission for Higher Education is not the third party, then the institutions may

find the decision being made by a highly partisan elected board. He noted that to call the proposed
guidelines and process a cap is not fair.

Adjourn

Chairman Fred Bauer adjourned the meeting at 11:55 a.m.
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ATTACHMENT A
SUPPORTING DOCUMENT

Packet 1 including: 1) an opening preface summarizing key points; 2) guiding principles; 3) potential
proposals and options for recommendation; 4) practical guidelines for tuition and fee increases; 5) charts
illustrating appropriations, state financial aid, and tuition and fees; and 6) Indiana public institution first-

time entry Hoosier undergraduate tuition and required fees effective fall 2004
(all items dated December 9, 2004)
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Preamble

Over the past two decades, Indiana’s landscape has flourished in regards to increasing access and opportunity
to higher education. Historically, college was not a first choice for most Hoosier students as they were able
to find good paying jobs in the manufacturing and agricultural sectors following high school. As our state’s
economy shifted away from the manufacturing sectors, Indiana leaders made it a priority to send a strong
message to Hoosier families that college is a viable and desirable option for all students to be successful.
These efforts have paid off:

e More than 60% of Indiana high schools students complete either a Core 40 or Academic Honors
Diploma.

e More than 300,000 students now enroll in Indiana’s colleges each year.
More than 60% of Indiana’s high school graduates attend college immediately following graduation,
ranking Indiana 10" in the nation in 2002.

e More than 26,400 additional students have been brought into Indiana’s two-year colleges since the
launching of the community college initiative in 1999.

In light of these accomplishments, the Indiana Commission for Higher Education’s Framework for Policy
and Planning Development in Higher Education, and most recently, the Report on Higher Education from
the Indiana Government Efficiency Commission devote considerable attention to the structure of Indiana’s
public higher education system as a means to achieving even greater results. Historically Indiana’s structure
has resembled an “inverted pyramid,” reflecting the proportionately smaller enrollment in two-year
institutions. The majority of Indiana’s college students are educated in doctorate-granting institutions, which
are generally the most expensive sector of any state system. This is in stark contrast to a majority of state
systems, which reflect the dominant “pyramid” pattern that enrolls most students in a community college
system at the base. States with pyramid structures benefit from increased levels of participation at the least
cost per student and increased ability to widely educate broad numbers of students while at the same time
having the best public research universities in the nation.

To better align Indiana’s higher education system to serve students in efficient and financially beneficial
ways, efforts must focus on:

¢ Increasing undergraduate enrollment at the community college campuses;

Expanding program offerings at the community college campuses;

Increasing transfer and articulation opportunities among colleges and universities;
Ensuring that the rising cost of college does not become a barrier for Hoosier students; and
Increasing state financial aid funding for full-time and part-time students.

It is essential to ensure that the State’s tremendous progress in college participation is not adversely affected.
Although Indiana’s state appropriations to higher education have steadily increased over time, the State has
simultaneously experienced record growth in overall enrollment. The net effect has resulted in an inability in
state appropriations and state financial aid to keep pace with the growing cost of college on a per student
basis. The burden has been shifted to students and their families who, in recent years, have been faced with
double digit percentage increases in tuition and fees. Unless addressed, continued college tuition increases
have the dangerous potential of discouraging students, both our young adults and our working adults, from
pursuing higher education. Students may take longer to complete their degrees or put college off for later
years. Such consequences are simply not acceptable for the State and its citizens.
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Guiding Principles

Affordability

All academically-prepared Hoosiers should be able to access higher education and choose the
institution that best meets their collegiate needs and aspirations.

Predictability
Increases in tuition and fees should be highly predictable to allow for adequate planning of current or

soon-to-be Hoosier college students as they pursue their degree as well as for realistic financial
expectations to be set by Hoosier families planning and saving for their child’s future.

Informing/Engaging

Indiana’s public colleges and universities should institute a formal, public process of informing and
engaging Hoosier students and families in proposed tuition and fee increases prior to setting those
fees.

Responsibility

The State should acknowledge the important role of higher education in the economic growth and
prosperity of individual Hoosiers and our state as a whole by providing the necessary institutional
operating and enrollment growth support that will avoid shifting the burden to students.
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Proposal for Recommendation

1. Public Process

>

Indiana’s public colleges and universities will give public notice of proposed tuition and
mandatory fee increases and the proposed uses of the additional tuition and fee revenue for the two
subsequent academic years prior to March 15 of odd-numbered years.

Each Board of Trustees will hold at least one on-campus public meeting to debate and receive
public testimony on the proposed increases prior to May 15.

Each Board of Trustees will make its final decision regarding tuition and mandatory fee increases
no later than May 15 of odd-numbered years.

2. Tuition and Fee Guidelines

>

Each Board of Trustees sets fees for two years at a time (following the General Assembly budget
sessions).

The Commission for Higher Education is authorized to establish rules regarding the definitions and
technical explanations for the guidelines.

See Attachment A for proposed options.

3. Exceeding the Guidelines

If an Indiana public college or university proposes to increase the tuition and fee rates above the
guidelines, the institution must:

» Provide the financial aid for students who qualify for aid from SSACI to the extent that the tuition

and fees exceed the guidelines.

> See Attachment A for proposed options.

145



Taskforce on College Affordability
12-9-2004

4., Other Related Policies

e Four-Year Degree Incentive for Students

> Indiana’s public colleges and universities must charge a tuition rate that is at least 10% higher
than the regular resident tuition rate (but not to exceed the tuition and fees charged to out-of-
state students) to resident full-time undergraduate students who have exceeded nine (9)
semesters and have exceeded their degree requirements by more than fifteen percent (15%).

e Four-Year Degree Completion Incentive for Colleges and Universities

» Indiana’s higher education funding formula will reward colleges and universities for annual
increases in the four-year completion (eight semesters) rate of resident, first-time full-time
undergraduate students.

» The incentive will be in effect for a six-year period beginning with the first year appropriations
for the incentive are made by the General Assembly.

» The incentive will only reward institutions for continuous improvement from the highest point
since 1999.

e Part-Time Students

» Indiana’s public colleges and universities may not charge part-time students more than 120%
of the per credit charge for full-time students.

» Indiana’s part-time grant program will be distributed to institutions proportionally based upon
the number of need-based part-time students that they serve.

e The Commission for Higher Education is authorized to establish rules regarding the definitions and
technical explanations for the related guidelines of the three policy areas listed above.
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Attachment A
Proposed Options

Option 1

Tuition and Fee Guidelines:

» In-state undergraduate tuition and fee rates at all Indiana public colleges and universities can
increase at a rate no greater than the three year average of the increase in Indiana Non-Farm
Personal Income (IN NFPI) plus one percent (1%).

Exceeding the Guidelines:
» Provide the rationale and appeal to the Commission for Higher Education (following Board of

Trustee approval). In the appeal process, the proposed tuition and fee rates cannot be negotiated
(Commission will simply accept or reject the appeal by a majority vote).

Option 2

Tuition and Fee Guidelines:
» In-state undergraduate tuition and fee rates at all Indiana public colleges and universities can
increase at a rate that yields a per student (FTE) operating budget expenditure increase equal to the
three year average of the increase in Indiana Non-Farm Personal Income (IN NFPI).

Exceeding the Guidelines:

» Receive approval of the tuition and fee rates by a supermajority (2/3) vote of all Board of Trustee
members.

» Provide the rationale at a public meeting of the Commission for Higher Education and a public
meeting of the State Budget Committee.
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Attachment C
Supporting Documents

Practical Guidelines for Tuition and Fee Increases

Two measures that could serve as a rational basis for limiting tuition and fee increases for resident
undergraduate students are nonfarm personal income and the higher education cost adjustment. The change
in nonfarm personal income reflects changes in economic resources available to students and their families.
The change in the higher education cost adjustment reflects changes in the costs faced by colleges and
universities.

1. Growth in Indiana Nonfarm Personal Income

Personal income, as measured by the U.S. Department of Commerce’s Bureau of Economic Analysis, is the
income received by all persons from all sources. Personal income is the sum of net earnings by place of
residence, rental income of persons, personal dividend income, personal interest income, and personal
current transfer receipts. Nonfarm personal income simply excludes farm earnings net of farm employer
contributions for government social insurance from total personal income. The Bureau of Economic
Analysis publishes personal income data annually and quarterly by state. Nonfarm personal income is
reported annually by state, but can be estimated on a quarterly basis. Change in nonfarm personal income is
used to compute the state spending growth quotient created in statute (IC 4-10-21) by the Indiana General
Assembly during the 2002 special session.

2. Growth in the Higher Education Cost Adjustment

The higher education cost adjustment (HECA), developed by State Higher Education Executive Officers
(SHEEO), is a measure of inflation experienced by higher education institutions. Reflecting the high
proportion of university and college expenditures devoted to personnel costs, 75 percent of the HECA is
based on the Employment Cost Index for private sector, white-collar workers excluding sales professions.
The remaining 25 percent is based on the Gross Domestic Product Implicit Price Deflator, which is a
measure of inflation affecting all final goods and services produced within a country in a given year (hence it
is broader in scope than the CPI). The Employment Cost Index is reported on a quarterly basis by the U.S.
Bureau of Labor Statistics. The Implicit Price Deflator is reported by the Bureau of Economic Analysis on
an annual and quarterly basis.

Annual Increases

Indiana Nonfarm Higher Education Indiana Nonfarm Education Cost
Personal Income Cost Adjustment Personal Income Adjustment
1994 119,526,157 115.4 6.2% 3.2%
1995 124,953,176 118.6 4.5% 2.8%
1996 130,971,621 122.7 4.8% 3.5%
1997 137,621,269 125.2 5.1% 2.0%
1998 148,572,619 129.1 8.0% 3.2%
1999 154,556,971 132.9 4.0% 2.9%
2000 164,745,438 138.3 6.6% 4.1%
2001 167,771,640 143.9 1.8% 4.1%
2002 171,728,071 148.9 2.4% 3.4%
2003 177,638,584 153.8 3.4% 3.3%
2004 184,728,000 * 159.0 4.0% 3.4%
1-year 4.0% 3.4%
5-year 19.5% 19.7%
10-year 54.6% 37.8%
5-yr annual average 3.6% 3.7%
10-yr annual average 4.4% 3.3%

*2M Quarter (June) estimate
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University Operating Appropriations and SSACI
Expenditures on Public Students

Operating Appropriations and SSACI Expenditures on Public
Students per Hoosier FTE
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Note: Inflation adjustment to 2004-05 $; 2004-05 CPI estimated to increase 2% over 2003-04.

9-23-04 Affordability Task Force

Chart above does not include institutional financial aid or avaliable tax credits.
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Indiana Public Institution First-Time Entry Hoosier Undergraduate

Taskforce on College Affordability
12-9-2004

Tuition and Required Fees Effective Fall 2004

10-year

2004-05 Percent

Rate Increase
PUWL Management Majors 6,924 140.1%
IU Bloomington 6,827 102.4%
PUWL Engineering Majors 6,624 129.7%
Ball State University 6,180 115.8%
PUWL Other Majors 6,092 111.2%
IUPUI 5,929 99.1%
Indiana State University 5,640 101.3%
IPFW 5,312 112.9%
PU North Central 4,901 101.7%
PU Calumet 4,794 95.8%
IU South Bend 4,754 85.8%
IU Northwest 4,706 90.9%
IU Southeast 4,672 91.3%
IU Kokomo 4,631 88.3%
IU East 4,601 85.2%
Univ. of Southern Indiana 4,077 86.3%
Vincennes University 3,346 54.3%
Ivy Tech State College 2,469 43.2%

Average
Annual
Increase

9.2%

7.3%

8.7%

8.0%

7.8%

7.1%

7.2%

7.8%

7.3%

7.0%

6.4%

6.7%

6.7%

6.5%

6.4%

6.4%

4.4%

3.7%
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Proposed Options (revised), dated December 9, 2004
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Attachment A
Proposed Options (revised)

Option 1

Tuition and Fee Guidelines:

>

In-state undergraduate tuition and fee rates at all Indiana public colleges and universities can
increase at a rate no greater than the three year average of the increase in Indiana Non-Farm
Personal Income (IN NFPI) plus one percent (1%).

Exceeding the Guidelines:

>

Provide the rationale and appeal to the Commission for Higher Education (following Board of
Trustee approval). In the appeal process, the proposed tuition and fee rates cannot be negotiated
(Commission will simply accept or reject the appeal by a majority vote).

Option 2

Tuition and Fee Guidelines:

>

In-state undergraduate tuition and fee rates at all Indiana public colleges and universities can
increase at a rate that yields a per student (FTE) operating budget expenditure increase equal to the
three year average of the increase in Indiana Non-Farm Personal Income (IN NFPI).

Exceeding the Guidelines:

>

>

Receive approval of the tuition and fee rates by a supermajority (2/3) vote of all Board of Trustee
members.

Provide the rationale at a public meeting of the Commission for Higher Education and a public
meeting of the State Budget Committee.

Option 3

Tuition and Fee Guidelines:

>

In-state undergraduate tuition and fee rates at all Indiana public colleges and universities can
increase at a rate no greater than the three year average of the increase in Indiana Non-Farm
Personal Income (IN NFPI) plus one percent (1%).

Exceeding the Guidelines:

>

>

For all Indiana public colleges and universities, receive approval of the tuition and fee rates by a

supermajority (2/3) vote of all Board of Trustee members.

For Indiana University Bloomington, Purdue University West Lafayette, Ball State University,

Indiana State University, and the University of Southern Indiana, the institution must:

o0 Provide the rationale at a public meeting of the Commission for Higher Education and a public
meeting of the State Budget Committee; and

0 Not diminish the percentage distribution of enrollment for low and middle income levels.

For Indiana’s regional campuses, community colleges, and IUPUI, provide the rationale and

appeal to the Commission for Higher Education (following Board of Trustee approval). In the

appeal process, the proposed tuition and fee rates cannot be negotiated (Commission will simply

accept or reject the appeal by a majority vote).
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