589-002-0100
Distribution of Community College Support Fund

(1) Purpose Statement:

(a) Itis in the state's interest to support a strong local community college
system that meets local, regional and state economic and workforce
development needs. Short- and long-term interests include the consideration of
such things as comparable District funding capability, maintaining small
districts as a means of educational access and stable, predictable funding.
Oregon's Community College distribution formula is designed to provide a
financial foundation to support undergraduate and lower-division education,
professional technical education, remedial education, local response to
workforce training and other educational services necessary at the local and
state level.

(b) The State Board, through the authority vested in it by ORS 341.626, uses
this rule to state clearly and concisely what the statewide interests are for
Oregon community colleges and students through the adoption of a policy-
driven distribution formula. The overarching policy levers, chosen by the State
Board, have been structured to support access and quality and to do so with
equity for Oregon students.

(c) The State Board, the Department, and the seventeen Oregon Community
Colleges plan to pursue equalization of resources regardless of funding levels.
This goal is reflected in the following principles:

(A) An expectation that equalization will be achieved in six years.

(B) Significant additional funds in a biennium compared to the previous
biennium will benefit every college. The State Board will determine what level is
significant on a biennial basis.

(C) Historic share of total public resources will be based on the immediate
previous year for every year, with the exception of 2005-06. For 2005-06,
historic share of public resources will be based on the average of 2003-04 and
2004-05.

(D) Buffered FTE will be used in the formula. The buffering is accomplished by
using a three-year weighted average as defined in Section (8)(b).

(E) If significant additional resources are available compared to the previous
biennium, equalization can go faster. The State Board will determine what level
is significant on a biennial basis.

(F) The resource level available compared to the previous biennium may impact
the pace of progress toward equalization.

(2) For purposes of this rule, the following definitions apply:

(a) "Total Public Resources.” The Community College Support Fund formula
considers 100% of the next year's imposed property tax revenue and the
General Fund appropriation from the legislature.



(b) "Property tax revenues" is defined as the amount determined by the
Department of Revenue to be imposed on local property following the
application of limits imposed by sections 11(b)(1) through 11(b)(3), Article Xl,
of the Oregon Constitution, and those limits imposed by legislation
implementing Ballot Measure 50. This amount becomes the basis for operation
of the funding formula without regard to uncollectible taxes, or taxes collected
from previous years. Taxes levied or imposed by a community college district to
provide a public library system established prior to January 1, 1995 shall be
excluded from the definition of property taxes in this rule. Property tax
revenues raised through voter approval of any local option or capital
construction levy are not to be included as a resource to be distributed through
the funding formula.

(c) "Community College Support Fund" is defined as those funds received
through the State's General Fund appropriation and distributed to the
community colleges for the purpose of funding educational programs.

(d) "Full-Time Equivalent (FTE) Enrollment” is defined as 510 clock hours for all
coursework and for all terms including a fall 12-week term. For an 11 week fall
term, the following calculation will be used; 11/12 of 510 hours or 467.5 hours.
(e) "Total Reimbursable FTE" is defined as the sum of 40% of second year prior
to current FTE, 30% of third year prior to current FTE, and 30% of fourth year
prior to current FTE.

(f) "Historic Share of Public Resources” is defined as the percent of statewide
non-base total public resources allocated to each Oregon community college in
the prior period. With the exception of 2005-06, historic share of public
resources is calculated by dividing each college's total public resources from the
prior year, exclusive of the base, by total weighted reimbursable FTE from the
prior year. For 2005-06, historic share of public resources is calculated by
dividing each college's average total public resources from the 2003-04 and
2004-05 fiscal years, exclusive of the base, by the amount of frozen
reimbursable FTE used in both the 2003-04 and 2004-05 fiscal years.

(g) "Equalization” is defined as equal public resource support per FTE,
regardless of institution, and exclusive of the base. Equalization is measured by
dividing Total Public Resources, exclusive of the base, by weighted
reimbursable FTE.

(3) The Community College Support Fund shall be distributed in equal
payments as follows:

(a) For the first year of the biennium, August 15, October 15, January 15, and
April 15;

(b) For the second year of the biennium, August 15, October 15, and January
15;

(c) The final payment of each biennium is deferred until July 15 of the following
biennium as directed by Senate Bill 1022 of the Third Special Session of the
71st Oregon Legislative Assembly.

(d) Should any of the dates set forth above occur on a weekend, payment shall
be made on the next business day.



(e) All payments made before actual property taxes imposed by each district
are certified by the Oregon Department of Revenue shall be based on the
Department’s best estimate of quarterly entitlement using enrollment and
property tax revenue projections. Payments shall be recalculated each year as
actual property tax revenues become available from the Oregon Department of
Revenue and any adjustments will be made in the final payment(s) of the fiscal
year.

(4) Districts shall be required to submit enrollment reports in the format
specified by the Commissioner, including numbers of clock hours realized for all
coursework, in a term-end enrollment report by the Friday of the sixth week
following the close of each term. If reports are outstanding at the time of the
quarterly payments, payment to the district(s) not reporting may be delayed at
the discretion of the Commissioner.

(5) Reimbursement from the Community College Support Fund shall be made
for professional technical, lower division collegiate, developmental education
and other courses approved by the State Board in accordance with OAR 589-
006-0100 through 589-006-0400. State reimbursement is not available for
hobby and recreation courses as defined in OAR 589-006-0400.

(6) Residents of the state of Oregon and the states of Idaho, Washington,
Nevada, and California shall be counted as part of each Community College's
Total Reimbursable FTE base but only for those students who take part in
coursework offered within Oregon's boundaries.

(7) State funding for community college district operations is appropriated by
the legislature on a biennial basis to the Community College Support Fund. For
each biennium the amount of state funds available for distribution through the
funding formula shall be calculated based on the following:

(a) Funds to support contracted out-of-district (COD) programs and corrections
programs shall be subtracted from the amount allocated to the Community
College Support Fund before the formula is calculated. The amount available for
these programs shall be equal to the funding amount in the preceding
biennium, except as adjusted to reflect the same percentage increase or
decrease realized in the overall Community College Support Fund appropriation.
Each Community College having a COD contract shall receive a biennial
appropriation equal to the same percentage share of funding it received in the
preceding biennium, except as adjusted to reflect the same percentage increase
or decrease realized in the overall Community College Support Fund
appropriation; funding for individual corrections programs will be determined in
consultation with the Department of Corrections.

(b) The State Board may establish a Strategic Fund.

(A) There are two basic categories for these funds. Incentivized statewide
initiatives and activities and requests from individual Districts for assistance in
meeting new requirements and expectations stemming from legislative change.
(B) The Commissioner will use a committee of stakeholders and Department
staff to determine overall priorities for funding that consider the State Board
work plan and initiatives.



(C) The Commissioner will review, rank, and approve proposals to incentivize
statewide activities. After each proposal is approved, the Commissioner will
provide the State Board with a report detailing the purpose of the activity, the
amount of Strategic Fund monies approved, and the proposal’s merit as
assessed under the following parameters:

(i) Purpose of the proposal

(i) How does the activity support the initiatives and work plans of the
Department and the State Board.

(iii) Does the activity relate to the Department’s Key Performance Measures or
other program-specific measures?

(iv) Is the funding one time (for this biennium) or will additional funding be
needed in the future?

(v) If future funding is needed, how will those resources be obtained? Is the
activity sustainable?

(vi) What is the activity’s impact on the State three years from now? Five
years from now?

(vii) What change is anticipated?

(viii) How will progress be measured?

(D) The Department will bring all requests for assistance in meeting new
requirements or expectations stemming from legislative change to the State
Board for discussion and consideration.

(E) The Department will assess the requests for assistance n meeting new
requirements or expectations of the Legislature based on the following
parameters:

(i) Purpose of the proposal.

(i) How will the funds be used? To sustain or increase enrollment (not
supplanting existing funds)?

(ii) Is the funding one time (for this biennium) or will additional funding be
needed in the future?

(iv) If future funding is needed, how will those resources be obtained? Is the
activity sustainable?

(v) What is the proposal’s impact on the Community College three years from
now? Five years from now?

(vi) How will progress be measured?

(F) The Department will provide a recommendation and reasoning to the State
Board on whether the request merits funding.

(c¢) For 2005-07, $1,187,565 shall be subtracted from the amount appropriated
to the Community College Support Fund before the formula is calculated. These
funds shall be used to support targeted investments including distributed
learning activities

(d) Funds remaining in the Community College Support Fund shall be divided
equally between the two years of the biennium, and will be distributed in equal
payments as described in Section 3 and through a distribution formula as
described in Section 8.



(8) Distribution of funds to Community College Districts from the Community
College Support Fund shall be accomplished through a formula, based on the
following factors:

(a) Base Payment. Each community college district shall receive a base
payment of $600 for each FTE up to 1,100 and $300 per FTE for unrealized
enrollments between actual enrollment numbers and 1,100 FTE. The base
payment may be adjusted by the State Board each biennium. The base
payment for each District will be adjusted according to the size of the District.
District size for purposes of this adjustment will be determined each year by the
FTE set forth in section (8)(b) of this rule. The base payment adjustments shall
be:

(A) 0-750 FTE 1.3513;

(B) 751-1,250 FTE 1.2784;

(C) 1,251-1,750 FTE 1.2062;

(D) 1,751-2,250 FTE 1.1347;

(E) 2,251-2,750 FTE 1.0641;

(F) 2,751-3,250 FTE 1.0108;

(G) 3,251-3,750 FTE 1.0081;

(H) 3,751-4,250 FTE 1.0054;

(1) 4,251-4,999 FTE 1.0027;

(J) 5,000 or more FTE 1.000.

(b) Student-Centered Funding: The formula is designed to progress toward a
distribution of funds based on FTE students. The equalized amount per FTE is
determined by dividing total public resources -- excluding base payments,
contracted out-of-district payments, and any other payments directed by the
State Board or the Legislature -- by Total Reimbursable FTE. The Department
shall make the calculation based on submission of FTE reports by the districts
and in accordance with established FTE principles.

(A) A three-year weighted average of Total Reported Reimbursable FTE by the
Community Colleges will be used.

(B) For 2005-06 through 2007-08: FTE will be "thawed" from its current level
one year at a time, beginning in 2005-06 when actual 2003-04 FTE is included
in the formula. Beginning in 2007-08, the weighted average of FTE will consider
only actual FTE. The "frozen" 96,027 total reimbursable FTE statewide was set
by the State Board in 2002-03.

(i) The calculation for 2005-2006 Total Reimbursable FTE is 2003-04 actual
enrollments (weighted at 40%); 2002-03 enrollments set at 96,027 (weighted
at 30%); 2001-02 enrollments set at 96,027 (weighted at 30%).

(ii) The calculation for 2006-07 Total Reimbursable FTE is 2004-05 actual
enrollments (weighted at 40%); 2003-04 actual enrollments (weighted at
30%); 2002-03 enrollments set at 96,027 (weighted at 30%o).

(iii) The calculation for 2007-08 Total Reimbursable FTE is 2005-06 actual
enrollments (weighted at 40%); 2004-05 actual enrollments (weighted at
30%); 2003-04 actual enrollments (weighted at 30%0).



(C) All future calculations will use a three-year weighted average with second
year prior to current actual enrollment weighted at 40%, third year prior to
current actual enrollment weighted at 30% and fourth year prior to current
actual enrollment weighted at 30%.

(c) Equalization. The State Board of Education expects to achieve Equalization
in funding for all community college students in six years.

(A) Progress to Equalization is defined as: On an individual Community College
level, progress toward Equalization will close the gap between non-base total
public resource support per FTE and fully equalized non-base total public
resource support per FTE by some fraction per year.

(B) The proposed model calculates how far each Community College's non-base
allocation is from full equity every year, then moves incrementally toward
Equalization each year. Each Community College makes the same percentage
movement to Equalization each year unless the harm limit (described in Section
(8)(d)) is invoked. Community Colleges at or near equity do not move much in
real dollars under the equity adjustment. Community Colleges further from
equity move more in real dollars under the equity adjustment.

(C) In early years, the focus is on stability as Community Colleges adjust to
Equalization. A smaller proportion of funds is distributed through Equalization
and a larger proportion is distributed based on historic share of public
resources. As the timeframe progresses, this proportion reverses, and in later
years more funds are distributed through Equalization.

(d) Harm Limit. The harm limit is designed to prevent individual Community
Colleges from losing more than a certain percent of non-base total public
resources from one year to the next due to Equalization. The harm limit does
not limit losses in total public resources due to changes in FTE enroliment,
changes in the General Fund appropriation, or changes in public resources. The
harm limit is determined by combining the percent change in state
appropriation funds from one year to the next with an adjustment percent
determined by the State Board each year. In determining the adjustment, and
therefore the total harm limit that results from combining the adjustment with
the percent change in resources, the Board should consider the following
Issues:

(A) The total harm limit must not unnecessarily impede progress toward
Equalization in the expected six-year period.

(B) The total harm limit should be adequate to ameliorate unreasonable
negative effects of Equalization.

(e) Distribution of Significant Additional State Resources. In a biennium when
significant additional state resources are available compared to the state
appropriation in the previous biennium, in each year of the biennium:

(A) Fifty percent of additional state resources will be allocated through the
Equalization methodology.

(B) The remaining fifty percent of additional state resources will be allocated
based on the Community College's historic share of public resources.

(C) The State Board will determine on a biennial basis what level of additional
resources is considered significant.



(D) The State Board retains the authority to alter the percent of significant
additional state resources allocated according to equity and historic share of
public resources for each biennium, beginning in 2007-09.

(9) State general fund and local property taxes for territories annexed or
formed effective June 1, 1996, or later shall not be included in the funding
formula for the first three years of service. Additionally, the FTE generated in
newly annexed territories shall not impact the funding formula during the first
three years of service. Beginning in the fourth year, funding will be distributed
through the formula as outlined in this rule.
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