GENERAL GOVERNMENT CABINET
Council on Postsecondary Education
(Amendment)

13 KAR 2:130. Comprehensive funding model for the allocation of state general fund
appropriations to Kentucky Community and Technical College System institutions.

RELATES TO: KRS 48.600-48.630, 164.001, 164.092

STATUTORY AUTHORITY: KRS 164.092(12)

NECESSITY, FUNCTION, AND CONFORMITY: KRS 164.092(12) requires the
Council on Postsecondary Education to promulgate an administrative regulation to
implement a comprehensive funding model for the public postsecondary education system.
This administrative regulation establishes the formula by which general fund appropriations
shall be distributed in the Kentucky Community and Technical College System sector.

Section 1. Definitions.

(1) "Academic year" means the Summer, Fall, and Spring_termsfmeans—Jaly——throtugh
June-36-and-al-terms-eompleted-thereint.

(2) w dlplomas and associate degrees
awarded durmg the academlc year FrAssoets o ;

(3) "Council" is defined by KRS 164.092(1)(c).

(4) "Equity adjustment" means ten (10) percent of total KCTCS institution allocable
resources divided by sixteen (16) and allocated to each institution_using the Community
Needs Index.

(5) "FAFSA form" means the free application for federal student aid form completed by

students to determine eligibility for federal student financial aid.

(6) "First-generation college students" means students who report on the FAFSA that
neither parent has earned a college degree or credential, or one (1) parent if the other
parent's education level is unknown.

(D). #51 "Formula base amount” is defined by KRS 164.092(1)(e) and includes a
deduction for mandated programs.

(8) 661} "Full-Htime equivalent student enrollment" means the total academic year credit

hours taken divided by thirty (30)ffaH-semester—eredit-hotrs—earned-divided-by—fifteen

9) 811 "Hold harmless pr0V1510n” is deﬁned by KRS 164 092(1)(1).

(10) #9991 "Institution" means a college in the Kentucky Community and Technical
College System.

(11) {6 "KCTCS" is defined by KRS 164.092(1)(h).

(12) 1} "KCTCS institution allocable resources" is defined by KRS 164.092(1)(i).

(13) 21 "Low-income studentfstudents}" means a student who has received a Federal

Pell Grant at any time since 2005-2006 at KCTCSfthe-graduating-institation].




(14) t3>1 "Mandated program" means a research or public service activity not integral
to the instructional mission of the institution that is:
(a) Funded with greater than $200,000 of state appropriations; and
(b) Directed by statute, resolution, executive branch budget bill, executive order, or
other legal mandate.
(15) "Non-traditional college students" is deﬁned bV KRS 164 O92(1)(k)

17), 94 "Uderprepared students" meansfmean} students who tested into
developmental English, math, or reading upon entering_KCTCSfat—any—pertod—of

enrelment] since the 2010-11 academic year.
(18) 264 "Underrepresented {-na-r-nertty—}students" means ﬁrst generatlon college

Section 2. Allocable Resources. The council shall determine total KCTCS institution
allocable resources for any given year by calculating each institution's formula base amount
and subtracting the equity adjustment and any amount protected by a hold harmless
provision. These amounts shall then be combined along with any applicable increase or
decrease in general fund appropriation.

Section 3. Data Sets. Unless indicated otherwise, each metric,_except facilities square
footage, shall be calculated using a three (3)_year rolling_averagefthe-most—reeent—set-of
finalized-datai.
Section 4. Student Success Outcomes. Thirty-five (35) percent of total KCTCS institution
allocable resources shall be certified for distribution to each institution based on its share of
the total volume of student success outcomes as established in KRS 164.092(8)(a)l1. through
7., and in the following denominations:
(1) Eight (8) Hen61} percent based on the credentials awarded in an academic year
weighted to pr0V1de a premlurn for credentlals that are ahgned w1th the economlc needs
of the state;fusing : he-trost-ree nalized-data—an




(2) £} One (1) Fwe—2)3 percent based on degreesferedenttals} awarded to
underrepresented fminerity{students in an academic year;

(3) #41 Five (5) fFwe<2} percent based on credentials awarded to low-income students
in an academic year;

(4) £5 Four (4) Hwe—2)} percent based on credentials awarded to underprepared
students in an academic year;

academic year;
(6) Four (4) fFwe—~2) percent based on the number of students in the cohort who
transferred to a baccalaureate degree granting college or university after the last term a
student was enrolled at a KCTCS institution in the academic year;

9] FPwo-(2)-perecnt-b ased-on

aeademie-years}

(D). 91 One (1) e} percent based on the number of full-time and part-time
undergraduate students reaching or surpassing fifteen (15) cumulative earned credit hours
in an academic year;

(8) 1 Two (2) HFeur—-4)} percent based on the number of full-time and part-time
undergraduate students reaching or surpassing thirty (30) cumulative earned credit hours
in an academic year; and

9) b1 Four (4) St+6)} percent based on the number of full-time and part-time
undergraduate students reaching or surpassing forty-five (45) cumulative earned credit
hours in an academic year.

Section 5. Student Credit Hour Production. Thirty-five (35) percent of total KCTCS
allocable resources shall be certified for distribution to each institution based on its share of
total volume of weighted student credit hours earned during an academic year as established
in KRS 164.092(8)(b). Credit hour weighting by course discipline shall be in accordance
with the KCTCS Funding Model Classification of Instructional Program (CIP) Cost Factors
Index.

Section 6. Operational Support. Thirty (30) percent of total KCTCS allocable resources
shall be certified for distribution to each institution in support of vital campus operations as
established in KRS 164.092(8)(c)1. through 3.
(1) Ten (10) percent shall be allocated based on facilities' square feet as reported annually
to the council and as established in KRS 164.092(8)(¢c)1.
(2) Ten (10) percent shall be allocated based on direct instruction and student services
costs as reported to The Integrated Postsecondary Education Data System (IPEDS) and as
established in KRS 164.092(8)(c)2.
(3) Ten (10) percent shall be allocated based on total full-time equivalent student
enrollment as established in KRS 164.092(8)(c)3.

Section 7. Stop-loss and Hold-Harmless Provisions.
(1) Any final amounts certified for distribution to any institution shall account for any
hold-harmless or stop-loss provisions established in KRS 164.092(9).
(2) The council shall determine hold-harmless amounts for institutions f—fiseal—year
26+8-26+9—through application of the formula established in this administrative
regulation.
(3) If the formula total amount generated for an institution is less than its initial allocable
resources, the amount of that difference shall be certified to KCTCS as that institution's
hold-harmless allocation.



Section 8. Incorporation by Reference.
(1) The following material is incorporate by reference:
(a) "KCTCS Funding Model Classification of Instructional Program (CIP) Cost
Factors Index", June 2017,
(b) "Community Needs Index (CNI)", April 2024; and

(c) "Credentials tied to the Economy", April 2024. —is—hereby—incorporated—by
referenee-]
(2) This material may be inspected, copied, or obtained, subject to applicable copyright
law, at the Kentucky Council on Postsecondary Education, 100 Airport Road, Third

FloorH024—Capital—-CenterDrive;,—Suite—3261, Frankfort, Kentucky 40601, Monday
through Friday, 8 a.m. to 4:30 p.m_._and https://cpe.ky.gov/.

MADISON SILVERT, Chair

APPROVED BY AGENCY: April 30, 2024

FILED WITH LRC: April 30, 2024 at 3:30 p.m.

PUBLIC HEARING AND COMMENT PERIOD: A public hearing on this
administrative regulation shall be held on July 23, 2024 at 10:00 a.m. EST at the Council on
Postsecondary Education, 100 Airport Road, Third Floor, Frankfort, Kentucky 40601 in
Conference Room A. Individuals interested in being heard at this hearing shall notify this
agency in writing five workdays prior to the hearing of their intent to attend. If no
notification to attend the hearing is received by that date, the hearing may be cancelled. This
hearing is open to the public. Any person who wishes to be heard will be given an
opportunity to comment on the proposed administrative regulation. A transcript of the
public hearing will not be made unless a written request for a transcript is made. If you do
not wish to be heard at the public hearing, you may submit written comments on the
proposed administrative regulation. Written comments shall be accepted until July 31, 2024.
Send written notification of intent to be heard at the public hearing or written comments on
the proposed administrative regulation to the contact person.

CONTACT PERSON: Sterling Crayton, Attorney, Council on Postsecondary Education,
100 Airport Road, Third Floor, Frankfort, Kentucky 40601, phone 502.892.3005, fax
502.573.1535, email sterling.crayton@ky.gov.



REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact Person:Sterling Crayton
(1) Provide a brief summary of:

(a) What this administrative regulation does:
This administrative regulation implements a comprehensive funding model by
which general fund appropriations shall be distributed in the Kentucky Community
and Technical College System.

(b) The necessity of this administrative regulation:
KRS 164.092(12) requires the Council on Postsecondary Education to promulgate
an administrative regulation to implement a comprehensive funding model for the
public postsecondary education system.

(c) How this administrative regulation conforms to the content of the authorizing
statutes:
The administrative regulation conforms explicitly to the authorizing statute.

(d) How this administrative regulation currently assists or will assist in the
effective administration of the statutes:
This regulation allows the Council to determine total KCTCS institution allocable
resources for any given year by calculating each institution's formula base amount,
subtracting the equity adjustment and any amount protected by a hold harmless
provision, and combining these amounts along with any applicable increase or
decrease in general fund appropriation.

(2) If this is an amendment to an existing administrative regulation, provide a brief
summary of:

(a) How the amendment will change this existing administrative regulation:
This amendment adds an adult learner metric, reallocates the equity adjustment
using the community needs index, increases weightings for targeted student
populations, eliminates the underrepresented minority student credential metric and
replaces it with an metric for degrees awarded to underrepresented student that is
defined as first generation students, reduces weighting of progression metrics,
merges overlapping credential metrics, and now uses three-year rolling average data.

(b) The necessity of the amendment to this administrative regulation:
This amendment conforms to changes made in SB 191 (2024 Regular Session) and
constitutes incremental but constructive change to the funding model by creating
financial incentives and leveraging the formula to advance state goals for
postsecondary education.

(c) How the amendment conforms to the content of the authorizing statutes:
The amendment conforms to the content of KRS 164.092 by further ensuring the
improvement of opportunities for the Commonwealth's citizens and building a
stronger economy through its public college and university system.

(d) How the amendment will assist in the effective administration of the statutes:
The amendment assists in the effective administration of KRS 164.092 by outlining
how resources should be allocated to KCTCS institutions in accordance with the
provisions of the statute.

(3) List the type and number of individuals, businesses, organizations, or state and
local governments affected by this administrative regulation:



The 16 community and technical colleges in the Kentucky Community and Technical
College System will be affected by this administrative regulation.

(4) Provide an analysis of how the entities identified in question (3) will be impacted
by either the implementation of this administrative regulation, if new, or by the
change, if it is an amendment, including:

(a) List the actions that each of the regulated entities identified in question (3) will
have to take to comply with this administrative regulation or amendment:
The entities will not be required to take any new action in order to comply with this
amendment, but may modify actions in order to best perform in the model.

(b) In complying with this administrative regulation or amendment, how much
will it cost each of the entities identified in question (3):
There is no additional cost to entities.

(c) As a result of compliance, what benefits will accrue to the entities identified in
question (3):
The entities will not be required to take any action in order to comply with this
amendment, but may modify actions in order to best perform in the model.

(5) Provide an estimate of how much it will cost the administrative body to
implement this administrative regulation:

(a) Initially:
See 4(b) above.

(b) On a continuing basis:
See 4(b) above.

(6) What is the source of the funding to be used for the implementation and
enforcement of this administrative regulation:
CPE will use general fund dollars to implement and enforce this administrative
regulation.

(7) Provide an assessment of whether an increase in fees or funding will be necessary
to implement this administrative regulation, if new, or by the change if it is an
amendment:

This regulation does not assess fees.

(8) State whether or not this administrative regulation establishes any fees or
directly or indirectly increases any fees:
This regulation does not assess fees.

(9) TIERING: Is tiering applied?
No. All regulated entities are of the same class, i.e. KCTCS institutions.



FISCAL IMPACT STATEMENT

(1) Identify each state statute, federal statute, or federal regulation that requires or
authorizes the action taken by the administrative regulation.
164.092

(2) Identify the promulgating agency and any other affected state units, parts, or
divisions:
The Council on Postsecondary Education and the Kentucky Community and Technical
College System.

(a) Estimate the following for the first year:

Expenditures: Approximately $200,000 per year for CPE to manage and run the
model. No cost of implementation for postsecondary institutions.

Revenues:None for CPE. In and of itself, this regulation will not generate any
revenue, however depending on campus performance and the overall general
fund appropriation to higher education, institutions could see increases in
general fund revenue.

Cost Savings:None

(b) How will expenditures, revenues, or cost savings differ in subsequent years?
N/A

(3) Identify affected local entities (for example: cities, counties, fire departments,
school districts):
N/A

(a) Estimate the following for the first year:
Expenditures:N/A
Revenues:N/A
Cost Savings:N/A

(b) How will expenditures, revenues, or cost savings differ in subsequent years?
N/A

(4) Identify additional regulated entities not listed in questions (2) or (3):
N/A

(a) Estimate the following for the first year:
Expenditures:N/A
Revenues:N/A
Cost Savings:N/A

(b) How will expenditures, revenues, or cost savings differ in subsequent years?
N/A

(5) Provide a narrative to explain the:

(a) Fiscal impact of this administrative regulation:
Duties related to this regulation are generally assumed by Council staff members as
part of their many other responsibilities. There are no additional costs of
administration.



(b) Methodology and resources used to determine the fiscal impact:
General analysis.

(6) Explain:

(a) Whether this administrative regulation will have an overall negative or
adverse major economic impact to the entities identified in questions (2) - (4).
($500,000 or more, in aggregate)
This regulation is not anticipated to have a major economic impact on state or local
government or regulated entities. This regulation will provide financial incentives to
colleges across the Commonwealth overseen by the Kentucky Community and
Technical College System.

(b) The methodology and resources used to reach this conclusion:
General analysis.
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