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As I mentioned in my emails, the Board had originally planned to meet today to discuss our annual appropriation and to set program and award budgets.  Because of the pandemic, the Legislature suspended its session and has just returned to work, so we do not expect to receive our appropriation bill until mid-June. 

Our next scheduled meeting is on July 1.  In that meeting, we will need to set program and award budgets for FY 2021 AND approve the FY 2022 budget request.  The program and award budgets are straightforward and depend almost entirely on our appropriation, because the Board is largely constrained by statute regarding how to spend the funds.   

The budget request, however, is a bit different.  The budget request and corresponding five-year strategic plan are an opportunity each year for the Board to voice its recommendations or proposals for future aid years. 

You may recall that it was our discussion of the FY21 budget request this time last year that really fueled the need for strategic planning discussions and the development of recommendations for possibly “redesigning” state aid. 

I intend to begin drafting the budget request and narrative immediately after this meeting to ensure all materials are ready for the Board on July 1.  To do that, I need some guidance from the Board regarding the direction the Board hopes to take on a few issues.

To best facilitate these discussions, I’d like to remind the Board how we got where we are today.   
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The SFA timeline begins nearly 80 years ago in 1942, when the state entered into the original contract with SREB for the education of Mississippi students at out-of-state institutions for programs not offered in-state, such as medicine, dentistry, veterinary medicine, optometry, and others.  Today, we continue to participate in the SREB Regional Contract program at the state level, but only for optometry. 

In 1975, the Postsecondary Education Financial Assistance Board was created to serve as “lender of last resort” for the Federally Insured Student Loan Program.  Until the early 1990s, SFA served a dual purpose as the state aid office and the MS Guaranteed Student Loan Agency.

In 1991, the Omnibus Forgivable Loan Bill was passed which created a number of our state forgivable loan programs and also created a mechanism to allow the IHL Board to create additional programs of like character. 

In 1995, MTAG and MESG were created and became the hallmarks of Mississippi student financial aid.  The two programs remain virtually unchanged 25 years later.

Just two years later in 1997, the HELP Grant was created, but the program remained relatively small until about 8 or 9 years ago. 

A host of other programs were created since 1997, some of which have come and gone and some of which were never funded.  These program existed across 9 chapters of state code and were authorized by four different boards.  

Finally, in 2014, SFA lobbied the Legislature to consolidate all the financial aid programs into a single section of code to be authorized solely by the Postsecondary Board. 

We find ourselves today with a hodgepodge of programs that were cobbled together with very little strategy or overarching aim.

Certainly, each of these programs was established with good intent to meet specific state and workforce needs.  Unfortunately, the programs do not always serve their intended purpose nor work in concert with the other programs. 
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And what of the cost of these programs?  

The FY2019 General Fund Appropriation for SFA was $39.7 million. 

The blue line shows general fund appropriations for Student Financial Aid in real dollars.  The orange line shows the same general fund dollars adjusted for inflation, using the 2019 South Urban CPI. 

When adjusted for inflation, the SFA general fund appropriation increased only 0.2% from 2002 until 2019. 

These numbers are going to be up a bit for FY 2020.  The FY 2020 General Fund Appropriation for SFA was $41.7 million, which will be an increase from 2002 of about 4% after the numbers are adjusted for inflation.  

So, while the annual SFA appropriation has increased in real dollars nearly every year, the percentage increase is negligible, especially when you consider how much college costs have increased over this same period.  Also, during this same time period, new financial aid programs were created, overall postsecondary enrollment in the state increased by more than 10%, and demand for the HELP grant has increased exponentially.




Growth of HELP

Aid Year Awards Amount

2009-10 289 S 1,265,238
2010-11 316 S 1,528,257
2011-12 652 S 3,153,418
2012-13 918 S 4,852,533

2013-14 1,381 S 7,443,326
2014-15 1,840 $ 10,184,010
2015-16 2,661 $15,117,951
2016-17 2,912 $16,762,793
2017-18 3,188 $19,001,384
2018-19 3,959 $23,921,182
2019-20 4,396 $26,955,949
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This slide shows just how much the HELP grant has grown in the last decade. 

The growth started with increased marketing and efforts to improve high school counselor education about 10 years ago.  

In 2013, the high school counseling association effectively lobbied the Legislature to align the HELP core curriculum with the IHL required college prep curriculum.  

When the state started offering the ACT to all juniors, we saw another increase as more low-income students realized that college was a real opportunity based on their ACT score.

Finally, statewide participation in the FAFSA completion project has also increased the number of students who establish eligibility.

Despite this rapid growth, we estimate that we still have not reached the peak number of annual HELP awards.  Based on the ACT, income, grade and enrollment data we have, we really should be awarding between 5,500 and 6,000 HELP grants each year, which is why we have not been surprised to see the number of HELP recipients increase by a few hundred students annually. 

The growth of HELP combined with relatively flat appropriations explains why we are encountering the budget problems we’re having. 
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Let’s take a look at the budget over the last six years. 

In four of the last six years, including the current year, SFA has needed to request additional funds via deficit appropriation to fully fund the programs authorized by law and therefore avoid proration.  These are the orange boxes. 

For the current year, we requested and received $2.5 million in real dollars and $1.5 million in spending authority for a total of $4 million.  

To be clear, every year, SFA has projected and requested adequate funds, but the request has not been met.  Legislators have asked the Office to make full awards and request deficit appropriations. 

The Board members who are affiliated with institutions will attest this cycle of underfunding and waiting for deficit funds is not sustainable longterm, as it is a process that negatively impacts the institutions and their students.  
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That brings us to our expectations for FY 2021. 

Before the pandemic emerged, the state expected to end the year with about $300 million in the capital expense fund, have a full rainy day fund, and expect strong revenues in FY 2021 .  With that kind of state budget situation, I was cautiously optimistic that we could request and receive enough funding to fully fund the undergraduate grant programs (MTAG, MESG, and HELP) without the need to prorate or request a deficit appropriation.  

But now it’s a whole new world.  State revenues are sharply down according to the April revenue report.  The state is now expecting to use the capital expense fund just to get through the remainder of the current fiscal year and next year’s revenues are uncertain as no one knows what to expect from the coronavirus.

From what I’m hearing, I think Level Funding from the current year is probably a “best case” scenario.  Realistically, however, I think we need to be prepared for budget reductions, and those could be up to 10%.  

I’ve presented a highly simplified “best” and “worst” case scenario here.  Likely, we will be somewhere in the middle, hopefully closer to the “best case” end.  

The best case assumes we have no increase in demand.  Normally, I would not even consider this as a possibility, but there is a great deal of uncertainty about enrollment as students wait to hear what college will look like in the fall.  

So level demand coupled with level funding from our FY20 original appropriation would leave us starting the year with a $4 million deficit (which makes sense,  because we needed a $4 million deficit appropriation this year).  

Such a deficit would result in prorating every MTAG, MESG, and HELP award by 8-9% for the year, and you can see what those per award reduction amounts would look like.

The worst case assumes our original projections in demand and an appropriation 10% below the current year.  In such a scenario, we would be facing a $10.5 million deficit, which would result in prorating MTAG, MESG, and HELP by about 22% for the year, and you can see what those amounts would look like here.

Until we see some actual numbers, I can’t provide much more than this, but I do think we should all be prepared to prorate awards this year. 
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This brings me to the first discussion the Board needs to have regarding ACT Superscores, because the decision will have a significant impact on the budget.

In September 2020 ACT will begin reporting Superscores for test takers who have taken more than one administration of the ACT or have retaken subject sections of the ACT.  

The IHL Office of Strategic Research conducted an analysis of ACT score data from more than 150,000 students attending a Mississippi public or private high school who took the ACT between February 2012 and November 2019.  

Based on this information, the IHL Board changed the IHL Admission Policy from using ACT Composite scores to ACT Superscores.  Other institutions are expected to follow suit.  

The Postsecondary Board will need to consider whether to change program rules to accept ACT Superscores in lieu of ACT Composite scores from a single test date. 

If the Board decides to change its policy, I will draft the changes for approval during the July Board meeting.  


 



Test Date
February
April

June

ACT Superscoring

English Math
17 18
19 19
19 18

Reading
19
20
22

Science
21
22
22

Composite
19
20
20

Superscore

19 19

22

22

21
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What is ACT Superscoring?
 
ACT Superscoring takes the highest ACT subject test score (English, reading, math, and science) across all administrations, and recalculates a composite score based on the highest subtest scores: 
 



Who Benefits?

e Students who take multiple tests
e 2 tests: +0.45
e 5tests: +0.97

e Students who take 5 tests:
e White — 62.9%
e African-American—27.9%
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Who benefits from ACT Superscoring?
 
Data shows that students who have the opportunity to take the ACT multiple times benefit the most from ACT superscoring.  

Students who take the ACT twice generally experience a half-point (+0.45) increase in their superscored composite score.  

Students who take the ACT five times generally experience a one point (+0.97) increased in their superscored composite score. 

Of the students who take the ACT five times, White (62.9%) outnumber African-American (27.9%) students by a 2:1 ratio. 



Impact on State Aid

Graduation MESG-Eligible HELP-Eligible
Year 29 ACT Superscore 20 ACT Superscore
2017 291 S 647,766 524 S 3,213,168
2018 372

828,072 556 3,409,392

S S
2019 374 S 832,524 566 S 3,470,712
$ $

Average 346 769,454 549 3,364,424
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SFA conducted additional analysis on the data analyzed by the Office of Strategic Research to determine how many of the students who met the ACT requirement using Superscoring also met the other eligibility requirements for MESG or HELP.  

To qualify for MESG, SFA looked for students with an ACT Superscore of 29, a high school GPA of 3.5, and enrollment in a Mississippi institution.  

To qualify for HELP, SFA looked for students with an ACT Superscore of 20, a 2.5 high school GPA, a Pell-eligible EFC, and enrollment in a Mississippi institution.  
 
ACT Superscoring will result in about 350 additional high school graduates establishing eligibility for MESG each year.  The average annual cost increase will be about $770,000.  

ACT Superscoring will result in about 550 additional high school graduates establishing eligibility for HELP each year.  The average annual cost increase will be $3.4 million.  

On average, an additional 900 students will qualify for state aid each year, and the average annual cost to award these students will be an additional $4.1 million. 

So, considering the cost, is accepting ACT Superscores something the Board wants to pursue at this time?


Discussion about
FY 2022 Budget Request
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Last item on the agenda.  We need one final bit of direction from the Board. 

The annual budget request and corresponding five-year strategic plan are due to the Legislative Budget Office in July.  So, SFA will draft the budget request and strategic plan to present to the Board in the July 1, 2020 meeting.  

Normally, we would draft the budget request to include full funding for all authorized programs.  

But, last year, during the Board’s June 2019 meeting, when I presented the FY 2021 annual budget request and strategic plan for approval, the Board discussed its desire to participate in a strategic planning process. 
   
The Board discussed the fact that the budget request is an opportunity each year for the Board to voice its recommendations or proposals for future aid years, so our intent was to complete the process in time to inform the FY 2022 annual budget request and strategic plan.  

Unfortunately, due to the emergence of COVID-19, the Board has been unable to complete the strategic planning process that was scheduled to happen over the last few months and so has not crafted any recommendations or proposals for inclusion in the budget request and strategic plan.  

In consideration of that, should the Office draft the budget request as we normally would to request funding for all authorized programs and wait one more year to craft a more strategic budget request that reflects the Board’s recommendations and proposals for the future of state aid?   
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