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FISCAL SUMMARY

_______________________________________________________________________________

Fiscal Estimates
2003-2004
2004-2005
2005-2006
Future Annual

Rate of Change

Revenues (+/-)


17,169,166


Expenditures (+/-)

1,300,000



Net Effect

1,300,000
-17,169,166


______________________________________________________________________________

MEASURE'S PURPOSE:  

To amend KRS 164.7874 to include a summer session in the definition of "academic term"; define "base GPA award," "KEES award," "supplemental CATS award" and "supplemental Jeff Green Scholar's award"; amend KRS 164.7877, 164.7879 and 164.753 to establish the Kentucky Higher Education Assistance Authority (KHEAA) as the primary administrative agency for the Kentucky Educational Excellence Scholarship (KEES) program, in place of the Council on Postsecondary Education (CPE), with the authority to promulgate administrative regulations; amend KRS 164.7879 to increase the minimum GPA needed to receive a KEES base GPA award from 2.5 to 3.0, increase the minimum ACT score needed to receive a supplemental ACT award from 15 to 20, beginning August 1, 2004, and equalize KEES awards for a student who graduates from high school in 3 years or less; create a new section of KRS 164.7871 to 164.7885 to provide an additional KEES award of $100 for each "proficient" or "distinguished" a high school student receives on the CATS assessments in reading, science, mathematics, social studies, and the writing portfolio, up to the difference between a student's ACT award and the $500 ACT award maximum; provide a Jeff Green Scholar an additional KEES award of $500 per year; amend KRS 164.7881 to require a Postsecondary student to maintain at least a 3.0 GPA in order to continue to receive KEES awards, and specify that students with less than a 3.0 shall lose their awards permanently, beginning August 1, 2004, permit KHEAA to transfer funds from the KEES trust fund to the College Access Program and Kentucky Tuition Grant Program in the event there are excess funds after the disbursal of the full amounts of all KEES awards, direct KHEAA to undertake a study of the KEES program, the College Access Program, and the Kentucky Tuition Grant program and report findings to the Interim Joint Committee on Education and the LRC by December 1, 2004; amend 154A.020, and 164.7877 to conform, and make technical corrections to SB 238.

PROVISION/MECHANICS:  

To amend KRS 164.7874 to include a summer session in the definition of "academic term"; define "base GPA award," "KEES award," "supplemental CATS award" and "supplemental Jeff Green Scholar's award"; amend KRS 164.7877, 164.7879 and 164.753 to establish the Kentucky Higher Education Assistance Authority (KHEAA) as the primary administrative agency for the Kentucky Educational Excellence Scholarship (KEES) program, in place of the Council on Postsecondary Education (CPE), with the authority to promulgate administrative regulations; amend KRS 164.7879 to increase the minimum GPA needed to receive a KEES base GPA award from 2.5 to 3.0, increase the minimum ACT score needed to receive a supplemental ACT award from 15 to 20, beginning August 1, 2004, and equalize KEES awards for a student who graduates from high school in 3 years or less; create a new section of KRS 164.7871 to 164.7885 to provide an additional KEES award of $100 for each "proficient" or "distinguished" a high school student receives on the CATS assessments in reading, science, mathematics, social studies, and the writing portfolio, up to the difference between a student's ACT award and the $500 ACT award maximum; provide a Jeff Green Scholar an additional KEES award of $500 per year; amend KRS 164.7881 to require a Postsecondary student to maintain at least a 3.0 GPA in order to continue to receive KEES awards, and specify that students with less than a 3.0 shall lose their awards permanently, beginning August 1, 2004; permit KHEAA to transfer funds from the KEES trust fund to the College Access Program and Kentucky Tuition Grant Program in the event there are excess funds after the disbursal of the full amounts of all KEES awards, direct KHEAA to undertake a study of the KEES program, the College Access Program, and the Kentucky Tuition Grant program and report findings to the Interim Joint Committee on Education and the LRC by December 1, 2004; amend 154A.020, and 164.7877 to conform, and make technical corrections to SB 238.

FISCAL EXPLANATION:  

The impact would be the aggregate effect of  the implementation of all provisions of the bill. It is also dependent upon the number of students affected by the program.

- 3.0 minimum high school requirement: 

The implementation of this measure will generate savings estimated as follows:


2004-05
2005-06
2006-07
2007-08
2008-09

Number of students
0
1,408
2,283
3,146
4,447

Change in KEES Disbursements
$0
-$750,000
-$1,700,000
-$2,700,000
-$3,800,000

- Jeff Green Scholarship increase by $500:

The program has been in existence for only two and one-half years, and fewer than 2 percent of Kentucky’s high school graduates in any given year qualify. According to KHEAA, making projections on financial issues with so little data and for such a comparatively rare event must be approached with caution.

The majority of Jeff Green Scholars, 1,108 (69.3%), have pursued Postsecondary education in Kentucky; 515 (67.7%) from the class of 2001-2002 and 593 (70.9%) from the class of 2002-2003. First to second year persistence is very good at 96.5%.  First-year dollar utilization is very high as well, 98.7% and 94.3% respectively, indicating the vast majority are full-time students.  

If the number of Jeff Green scholars that attend Kentucky Postsecondary institutions and their persistence rate at those institutions remains relatively stable, this program should cost an additional $1.3 million a year in disbursements beginning with its first year of implementation and each succeeding year thereafter.

- 20 minimum ACT score:

The implementation of this requirement engenders savings estimated as follows


2004-05
2005-06
2006-07
2007-08
2008-09

Number of students
0
8,331
8,486
8,710
9,093

Change in KEES Disbursements
$0
-$1,069,166
-$1,086,690
-$1,113,184
-$1,160,099

-  3.0 minimum Postsecondary GPA

This policy change would be implemented in a single year, affecting all academic classes of college students. The effect on the KEES program would be both immediate and significant.  A large number of students would immediately loose their scholarships. An estimate of the number of sophomore through senior college students that would lose their KEES scholarships in the initial year of the program would be in the range of 15,500 to 16,500. The dollar value of the estimated reduction in disbursements is preliminarily projected to be on the order of $20 to $21.5 million.  

These individuals would be precluded from the possibility of having their scholarships restored so the savings thus achieved would persist over time.

There would be additional savings in subsequent years as individual students’ GPAs slipped below the 3.00 threshold. According to KHEAA, the history of the program suggests that this would be approximately 3,600 individuals per year losing scholarships valued at $3.0 to 4.4 million.

- Award for CATS

The implementation of this provision  generates the following costs


2004-05
2005-06
2006-07
2007-08
2008-09

Number of students
0
14,500
25,000
37,000
47,300

Change in KEES Disbursements
$0
$4,100,000
$6,100,000
$8,300,000
$10,400,000

2. Fiscal impact: Summary


2004-05
2005-06
2006-07
2007-08
2008-09

3.0 minimum high school requirement
$0
-$750,000
-$1,700,000
-$2,700,000
-$3,800,000

20 minimum ACT score
$0
-$1,069,166
-$1,086,690
-$1,113,184
-$1,160,099

Jeff Green Scholarship increase by $500
1,300,000
1,300,000
1,300,000
1,300,000
1,300,000

3.0 minimum Postsecondary GPA
$0
-$20,750,000
-$24,350,000
-$24,350,000
-$24,350,000

Award for CATS
$0
$4,100,000
$6,100,000
$8,300,000
$10,400,000

Total 
1,300,000
-17,169,166
-19,736,690
-18,563,184
-17,610,099

The total impact of the bill implementation is estimated to $1.3 million in fiscal year 2004-05. For the following fiscal years, KHEAA anticipates substantial savings.

The bill as amended provides an option for KHEAA if the situation arises where KEES disbursements were less than projected.
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