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OVERVIEW

Public postsecondary education in California consists of formal instruc-
tion, research, public service, and other learning opportunities offered by
educational institutions Wthh are eligible for state fiscal support. Post-
secondary education institutions primarily serve persons who have
completed their secondary education or who are beyond the age of
compulsory school attendance.

-'This section of the Analyszs presents overview data on postsecondary
education in California. It is intended to provide historical information
and comparative statlstlcs to supplement the individual budget analyses
that follow.

‘ORGANIZATION

California’s system of public postsecondary education is the largest in
the nation, and consists of 136 campuses serving approximately 1.8 million
students. This system is separated into three distinct public segments—
the University of California (UC) with 9 campuses, the California State
University (CSU) with 19 campuses; and the California Community
Colleges (CCC) with 106 campuses. The state also supports the Hastings
College of the Law, the California Maritime Academy (CMA), and five
intersegmental programs—the Mathematics, Engineering, Science
Achievement (MESA) Program, the California Mathematics Project, the
California Writing Project, the Academic Partnership Program, and the
California Student Opportunity and Assessment Program.

In addition to the public system, there are approximately 60 nonpro-
prietary independent colleges and universities in California which serve
an estimated 110,000 full-time students.

ENROLLMENT AND STUDENT FEES

Enrollment

Table 1 compares headcount to the number of full-time equivalent
(FTE) students or, in the case of the CCC, the average daily attendance
(ADA) for the three public segments since 1980-81. An FTE is one
student taking 15 units; three students taking five units; or any variation
thereof. ADA refers to the number of students actually present on each
day throughout the year, divided by the total number of school days in
the school year.

On an FTE/ADA basis, the increase in enrollment budgeted for the
three segments in 1988-89 is 2.2 percent. This is attributable primarily to
the budgeted increase of 2.7 percent at the community colleges.
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Table 1

California Postsecondary Education
Enrollment in Public Higher Education
1980-81. through 1988-89

uc csu Community Colleges Totals - .

Headcount  FIE  Headcount  FIE ~ Headcount ~ ADA  Headcount FIE/ADA
198081 .............. 131,591 126119 317503 238646 1383236 725514 1832330 1090279
198182.....cvienn 134,547 128035 318584 209927 1431524 T50,715 1,884,655 1118677
198283 ......0000en 134,946 129643 317946 241407 1354982 728856 1807874 1,099,906
198384 .............. 137175 130822 315904 241989 1248916 665,066 1,701,995 1,037,977
198485.............. 140,643 133,705 318528 242752 1176221 644,419 1635392 1,020876
198586.....0000uunn 144,040 136928 328818 248456  LI76712 639074 1649570 1,024,458
198687 .............. 148,176 MLTT6 338444 252789 1199759 654070 1686379 1,048,635
198788 (Est) ........ 150,798 145046 342776 258120 1268278 68764 1,761,852 1,084,930
1988-89 (Est.)........ 154,092 147,005 354605 261,195 1302487 © 700054 1811184 110834

* Percent Change:
1987-88 to 198889 .. 2.2% 14% 35% 12% 27%  21% 2.8% 22%

Ethnic Composition of Students. Table 3 (facing page) shows the
latest available fall enrollment data on the racial and ethnic make-up of
students within each of the three public segments from 1983 to 1986.
These data, compiled by the California Postsecondary Education Com-
mission (CPEC), reflect voluntary self-designations made by students.
The data have not been verified and are not complete because many
students choose not to report their racial or ethnic status to their campus.

Table 3 shows that the community colleges have the most diverse
ethnic enrollment of any segment. '

Student Fees , ‘
Table 2 shows the level of mandatory fees charged to students at the
public postsecondary education institutions from 1986-87 through 1988-89.

Table 2
California Postsecondary Education
Mandatory Student Fees
1986-87 through 1988-89

Change from
1987-88
1986-87 1987-88 1988-89  Amount  Percent
University of California .................... $1,245° $1,374 $1,434 $60 44%
California State University
Full-ime.........cocovvieiniiiinenininn, $573 $630 $684 $54 8.6%
Part-ime .........ccoovveiniiiiinnn, 333 366 396 30 82
Hastings College of the Law............... $1,166 $1,282 $1,410 $128 10.0%
California Maritime Academy ............. $888 $807 $885 $78 97%
Community Colleges............c.cc.coven.s $100 $100 $100 - -

* This is the undergraduate fee—graduate students paid $60 more in 1986-87.




Undergraduate:
White ........cooveniiinn

Table 3
California Postsecondary Education
Student Enrollment by Ethnicity
Fall Data
1983 through 1986

0.6

cce csu uc
1983 1984 1985 1986 1983 1984 1985 1986 . 1983 1984 1985 1986
67.6% 679% 664% 66.7% 70.3% 69.4% 68.6% 619% T14%  696% - 61.7% 65.7%
9.3 84 7.7 80 6.5 6.3 6.1 5.8 42 43 44 46
123 126 - 134 13.6 9.7 938 101 - 104 6.6 71 80 86
9.1 9.6 1.1 . 10.2 12.0 131 140 148 174 185 19.3 20.5
16 16 14 14 15 13 12 11 05 0.5 0.6 0.6
- — — — 766%  T1.3% 774% 8%  184% 784% 78.4% 77.9%
— — — — 48 47 47 45 40 37 3.8 37 -
—_ - — - 76 73 7.3 72 62 6.3 62 6.4
— — - - 9.7 9.6 9.3 94 108 108 110 - 114
— - — — 13 11 12.- 11 06 0.7 0.6
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EXPENDITURES

Table 4 summarizes proposed expenditures for postsecondary educa-
tion in 1988-89. Total support for all public higher education is proposed
at $13.2 billion. Of the total, the state General Fund would provide $5.2
billion, or 39 percent. The $3.2 billion from the federal government is the
second largest source of support for higher education; however, $2.2
billion of this amount is- allocated to the UC for support of the Depart-
ment of Energy laboratories at Los Alamos, Livermore, and Berkeley.

The only segment of higher education receiving local support is the
community college system, which will receive an estimated $664 million
from property tax revenues (including local debt).

Table 4

California Postsecondary Education
Summary of Proposed 1988-89 Budget
By Funding Source
{dollars in thousands)

General  State Other Property  Student
Fund  Lottery  State  Federal  Tax Fees Other  Totals

University of California. ...... $2,008372° $15081  $45,030 $2,872,107° —  $382468 $2,346,199° $7,699,266
California State University.... 1535419>¢ 22,502 10,610 79974 — 326632 406962 2,382,099
California Community Col- .

leges.......cocnvevennn. 1411061 72445 71,699 116,000 $664,008 64510 323,700 2723423°
Hastings College of the Law. . 12,553 151 - 363 - 2,168 408 15,643
California Maritime Academy. 6,716 30 - 401 — 1L12 523 9,442
Student Aid Commission .. ... 143,664 — 25263 163,668 — — — 33259
California Postsecondary Edu- o

cation Commission ... ... 3512 - — 1,174 = — 579 5,265

Totals....coovvnivnnnnns $5151,357 $110200 $152611 $3,233687- $664008 $777,490 $3,078371 $13,167,733f

Percent of Totals .......... 3901%  08% 12% 2U6%  50% 5.9% 24%  1000%

2 Includes lease purchase revenue bonds of $15 million for UC and $2.3-million for CSU.
b Includes $2.2 billion budgeted within UC for three Department of Energy laboratories.
¢ Includes reimbursements, hospital fees, private contributions, sales and service, and auxiliary enter-

prises.

4 Excludes $326.6 million in fee revenues, which are shown in the Governor’s Budget as a General Fund
appropriation.

© Includes expenditures not shown in the Governor’s Budget.

f Excludes capital outlay.

CALIFORNIA POSTSECONDARY EDUCATION COMMISSION
Item 6420 from the General

Fund and Federal Trust Fund Budget p. E 58
Requested 1988-89.....covivmiinniesnerineeresssnsnnsserssssnesssssnssesesssasens $5,265,000
Estimated 1987-88 .........cceevrererencnrneissesemseseseesssnesessesssrassesesene 7,180,000
ACHUAL 198687 .....oovvneeieiereeririerenieeseeeenssessessnsasssssenesssssssssnssesssnsses 5,538,000

Requested decrease (excluding amount
for salary increases) $1,915,000 (—26.7 percent)
Total recommended reduction..........ccovevrvevrernenecrsercnerreesssnnons None
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1988-89 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
6420-001-001—Support General $3,512,000
6420-001-890—Administration Federal 91,000
6420-101-890—Local assistance Federal 1,083,000
Reimbursements — 579,000

Total $5,265,000

Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Policy for Nonresident Tuition at the University of California 951
(UC) and the California State University (CSU). Recom-
mend adoption of supplemental report language directing
the California Postsecondary Education Commission
(CPEC) to submit recommendations for a comparable
long-term policy for setting nonresident tuition at UC and
CSU.

2. Report on Comparative Salaries for UC and CSU Librarians. 952
Recommend adoption of supplemental report language di-
recting the CPEC to incorporate in the annual report on UC
and CSU faculty salaries the estimated salary increases
required for UC and CSU librarians to achieve parity with
librarians at their comparison institutions.

GENERAL PROGRAM STATEMENT

The California Postsecondary Education Commission (CPEC) is com-
posed of 15 members. It is an advisory body to the Legislature and the
Governor, and has responsibility for postsecondary education planning,
evaluation, and coordination. No one who is regularly employed in any
administrative, faculty, or professional position by an institution of public
or private postsecondary education may be appointed to the commission.
Representatives of postsecondary institutions provide advice to the
commission through a special advisory cornmittee.

The commission has 51 personnel-years in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes $3,512,000 from the General Fund for support of
CPEC in 1988-89. This is an increase of $157,000, or 4.7 percent, above
estimated current-year expenditures.

Table 1 summarizes expenditures and funding sources for the commis-
sion in the prior, current, and budget years. As the table shows, the
budget proposes a 48 percent decrease in federal funds and a 64 percent
decrease in reimbursements for the commission in 1988-89. This is due to
(1) an estimated reduction in the level of grants in the federal Mathe-
matics, Science, and Foreign Language Grant Program, and (2) the
termination of several studies funded on a reimbursement basis.
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Table 1
California Postsecondary Education Commission
Budget Summary )
1986-87 through 1988-89
{dollars in thousands)

Percent
L Change
Actual Est Prop. From
Programs 1986-87 1987-88 1988-89 1987-88
EXeCUtive......ccovvviiiiniiiinniiiieieenenens $604 $906 $761 —16.0%
Research and evaluation................coceuees 1,671 1,540 1,109 —28.0
Administration and management information 7
SEIVICES +\vvvreirreerennnrrennseesanneceninnes 3,263 4,734 3,395 —28.3
TOAS ..o, $5,538 $7,180 $5,.265 —96.7%
Funding Sources .
General Fund ....................c...covveveninn. 33715 $3,355 $3512 47%
Federal funds ..................ccooooiviiniiil. 1082 2235 L1774 —47.5
Reimbursements................ocoovviinniiinn. 741 1,590 579 —636
Personnel-years..........cooveniiiniriieeiinnns e 484 51.0 49.6 —2.7%

Table 2 shows the factors accounting for the change in the commis-
sion’s planned General Fund expenditures between the current and

budget years.
Table 2

California Postsecondary Education Commission
Proposed 1988-89 General Fund Budget Changes
(doliars in thousands)

1987-88 Expenditures (Revised) .....oc.coovivitininniiiiieiiiniininerieiiieenes $3,355
Baseline Adjustments
Office eqUIPINENL .....vivviniiiiniii i —$29
Salary annualization..............c...ceveiiiiiiiiin e e 41
PriCe INCTEASE ..o v evvevneer et it et iirereeeretenenaaeenrednenenaaaenernceaines 40
Interdepartmental Services ...........oviiiiiiiiiiiiiiiii e 20
Subtotal, Baseline Adjustrments...........ooviveriiiiineiieiiiiirreriaeenen ($72)
Workload Changes
Comprehensive Student Information Study.........cc.covviviiiiiiniiinin, —-$75
Assessment and Reporting of Vocational Education............cocovveeveneninins —15
Subtotal, Workload Changes..........voevieriiiiiiieiiiineiinreiienenenes . (—$90)
Program Changes . .
Office eqUIPMENE «...v.vvvnieiitirieeiiconrieneaenaiansnes e $115
Automated telephone system..............c..oivieninininn. e 60
Subtotal, Program Changes.............ccocuveinirniinreririeireanneaieiiasneanes ‘ ($175)
1988-89 Expenditures (Proposed) ..........ocoeviuiniiiiiiiiiiiiineiiiiieniieninenns $3,512
Change from 1987-88:
AMOUNE. 1oL iuieiiii i $157
Percent.........ccoocevninnnes F P PRSPPSO 4.7%

ANALYSIS AND RECOMMENDATIONS

We recommend approval of all of the proposed changes shown in Table
2, which include the following program changes:

o $115,000 to replace and upgrade photocopying equipment.

¢ $60,000 to install a new telephone system.

In addition, we recommend approval of the following Budget Bill items
not discussed elsewhere in this analysis:



Item 6420 POSTSECONDARY EDUCATION / 951

o Federal Trust Fund (Items 6420-001-890 and 6420-101-890)—the
budget proposes the expenditure of $1.2 million from the Federal
Trust Fund for continued support of a grant program to improve the
skills of teachers and the quality of instruction in mathematics,
science, critical foreign languages, and computer learning in elemen-
tary and secondary schools. Of this amount, $1.1 million is for local
grants to school districts. This is the third year of federal support for
this program. - :

Policy Review of Nonresident Tuition Levels Needed

We recommend that the Legislature adopt supplemental report
language directing the CPEC to submit recommendations for a long-
term policy for setting nonresident tuition at UC and CSU.

The Legislature established a long-term policy to set resident student
fee levels at UC and CSU in 1985 (Ch 1523/85). This legislation did not
address the setting of nonresident student tuition.

Currently the CSU and UC set their own nonresident tuition levels
without consistent direction from the state. Table 3 shows that while
CSU’s nonresident tuition was once below UC, it has been higher than
UC since 1986-87. This is because the systems use two different methods
of calculation—CSU uses the “average cost of instruction,” while UC uses

a “modified marginal cost of instruction.”

Table 3

UC and CSU Nonresident Tuition
198485 through 1985.89 :

Uuc .
Compared
: uc csU to CSU

1984-85 .. iiirieiiiiiiie e e $3,564 $3,510 $54°
1985-86 ... .veeiiiiiiiiieiiinirienieiiann e 3,816 3,780 36
D 1 O N 4,086 4,230 -14
1987-88. ittt 4,290 4,410 ~120
1988-89 ... e e e 4,506 4680 -174

From a statewide perspective, we find no policy rationale for the lack
of a consistent methodology used by the two segments. We believe that
the nonresident tuition policies of the UC and the CSU need to be
reviewed and made comparable. We recommend that the same process
used by the Legislature to establish a long-term resident student fee
policy be applied to nonresident tuition policy. For resident fees the
Legislature £rected CPEC to work with specified groups to develop
recommendations for consideration by the Legislature.

‘To implement our proposal, we recommend the adoption of the
following supplemental report language in Item 6420-001-001:

It is the intent of the Legislature to adopt a long-term nonresident
student fee policy. The California Postsecondary Education Commis-
sion (CPEC) shall convene meetings of the University of California,
California State University, Hastings College of the Law, staff of the
appropriate legislative policy and fiscal committees, Department of
Finance, Legislative Analyst, authorized student representatives, and
CPEC. The participants shall develop recommendations on a long-term
nonresident student fee policy which includes (a) comparable meth-
odologies between UC and CSU, and (b) specific fee level calculations.
31—77312
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The CPEC shall report, by January 1, 1989 the recommendations to the
chairpersons of the Joint Legislative Budget Committee, the appropri-
ate policy committees, and the committees which consider appropria-
tions.

Recommend Report on Comparative Salaries for UC and CSU Librarians

We recommend that the Legislature adopt supplemental report
language directing the CPEC to tncorporate in the annual report on UC
and CSU faculty salaries the estimated salary increases required for UC
and CSU librarians to achieve parity with librarians at their compar-
ison institutions. _

As discussed in our analyses of UC and CSU, the CPEC submits an
annual report on UC and CSU faculty salaries, pursuant to SCR 51 of 1965.
This- report shows the salary increases required for each segment to
achieve parity with the faculty salaries at a specified group of comparison
colleges and universities. The report serves as the basis for legislative
deliberations on the budget for faculty compensation, and in recent years
has resulted in faculty salary increases which exceeded the corresponding
increases provided to nonfaculty employees.

Since 1984-85, CSU librarians have been paid according to the faculty
salary schedule. Librarians at UC are not paid according to the faculty
salary schedule, but receive the same annual salary increases as faculty.
Thus, any salary increases granted to the faculty at both CSU and UC are
also provided to the librarians. The budget appropriation for faculty
compensation is based on this assumption. Librarians’ salaries, however,
are not included in the data which comprise CPEC’s faculty salary report.

_This apparent inconsistency in the salary methodology can be elimi-
nated either by . including librarians with faculty in collecting and
reporting the salary data, or reporting librarians’ salaries separately,
according to the same methodology. We recommend the latter approach
because it provides a clearer distinction of the salary increases required
to be competitive in the recruitment and retention of faculty and library
personnel. -

Our proposal calls for CPEC to include the librarians’ salary data in the
report related to 1989-90 salary increases. We do not have sufficient
information to project the results of such an analysis, although we note
that a similar analysis was conducted by CPEC in 1978, showing that the
average salaries of librarians at UC and CSU were approximately 10
percent higher than their counterparts at a sample of each segment’s
comparison institutions. :

Our recommendation, of course, could serve as the basis- for a
legislative decision to appropriate funds on the assumption of differential
salary increases for faculty and librarians within CSU and UC. If this were
to occur, however, it would not obligate either segment to discontinue
the practice of providing the same salary increases to both groups, as long
as the net increase is consistent with the amount of funds appropriated by
the Legislature.

Accordingly, we recommend adoption of the following supplemental
report language: '

The CPEC shall include in its annual report on UC and CSU faculty

salaries a corresponding analysis of librarians’ salaries, using the same

methodology. ' "
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THE UNIVERSITY OF CALIFORNIA
Item 6440 from the General

Fund and various other funds . . .©  Budget p. E 64
Requested 1988-89 ....ocovc. eenrenererenees ‘ $7,699,266,000
ESHINALEA 1987-88 oot 7,227.627,000
Actual 1986-87 ............... Virtissereessttedorasasennerantestraniassiaenestas bverennie - 6,606;119,000

Requested increase (including amount »
for salary increases) $471,639,000 (46.5 percent)

Total recommended reduction . 25,824,000
Recommendation pending ........ccoeevceernrneecrerereniornensens e 22,154,000
Recommended transfer to another Budget Bill item............. - 2,584,000
1988-89 FUNDING BY ITEM AND SOURCE
Item—Description ’ Fund .. Amount
Budget Bill Ttems ‘ i
6440-001-001—Main support - ’ General $1,937,791,000
6440-001-036—Toxic clean-up: - Special Account for Capital 433,000
o : : : * Qutlay ’ '
6440-001-046—Research ‘ Transportation ‘ 956,000
6440-001-144—Research Water : - 100,000
6440-001-785—Asbestos clean-up - Bond Act of 1988 . 3,000,000
6440-001-814—Lottery revenue Lottery ) 15,081,000
6440-003-001—Revenue bonds . General 15,000,000
6440-006-001—Financial aid General . ; - 38,338,000
6440-011-001—Compensation General - 41,243,000
6440-016-001—Hospitals General 6,000,000
6440-490—Reappropriation : - : —
Subtotal, Budget Bill Items - ($2,057,942,000)
Non-Budget Bill Funding’ o :
Department of Energy Laboratories 3 : : $2,232,000,000
Expenditures from other fund sources ' . 3,409,324,000
Subtotal, Non-Budget Bill Funding ) $5,641,324,000)
Grand Total _ _ , o o $7,699,266,000
: ' ! R, Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS" page

1. Graduate Enrollment. Withhold recommendation on $3.9 964
million requested from the General Fund to support a
postbaccalaureate and graduate student increase of 801 FTE
students, pending review of additional information from the
California Postsecondary Education Commission.

2. Health Sciences Enrollment. Withhold recommendation on™ 965
$1.1 million requested from the General Fund to support a
graduate academic enrollment increase of 95 students, pend-
ing further justification of the request by UC. _

3. Graduate Research Assistantships. Reduce Item 6440-001- 967
001 by $1.5 million. Recommend deletion of General Fund
request to support additional graduate student research
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assistantships because the proposal will not increase the
supply of Ph.D. graduates. Y ' '

4. Coronary Heart Disease Research. Recommend UC report 968
during budget hearings on the funding status of the San
Francisco-based coronary heart disease research project..

5. K-12 Schools Projects. Increase Item 6440-001-001 by 969
$22,000. Recommend (a) General Fund augmentation of
$600,000 to provide initial state support for the California
Science Project, which was authorized in Ch 1486/87, be-.
cause it is based on a proven approach to address an
important K-12 curriculum need that has been identified by
the Legislature, and (b) deletion of $578,000 General Fund
request for initial state support for the University/Schools
Research Program program because proposal is an ineffec-
tive means of assisting K-12 schools. : - o

6. Teaching Hospitals. Delete Item 6440-016-001. Recommend 972
deletion of $6 million General Fund request for an operating
subsidy in 1988-89 because of the uncertainty of projections.
of net gains and losses. Further recommend adoption of
Budget Bill language expressing intent to appropriate up to
$9 million in the 1989 Budget Bill to offset any net losses.

7. Maintenance Workload. Withhold recommendation on $3.9 974
million General Fund request for increased workload and- -
maintenance of the Laurel Heights Building, pending re-
view of nonstate funded projects. :

8. Financial Aid. Reduce Item 6440-006-001 by $2.6 million 976
and increase Item 7950-101-001 by the same amount. Rec-
ommend transfer of $2.6 million to the Student Aid Com-
mission’s Cal Grant program because program consolidation
better serves Cal Grant student recipients.

9. Financial Aid. Reduce Item 6440-006-001 by $408,000. Rec- 977
ommend reduction in order to eliminate double-budgeting.
Further recommend transfer of $1.5 million from main
support item to the financial aid item to correct technical .
budgeting error. :

10. Faculty Salary Increases. Withhold recommendation on 978

~ $13.2 million proposed for faculty salary increases, in order to
evaluate whether it is. financially feasible to provide in- -
creases which are at parity with UC’s comparison institu-
tions. :

11. Price Increases. Reduce Item 6440-001-001 by $6.2 million. 979
Recommend deletion of $6.2 million of the amount re-
quested from the General Fund for UC price increases
because the amount requested is in excess of the increases
granted other state agencies and there is no analytical reason
to provide UC with greater increases.

12. Employee Benefits. Reduce Item 6440-011-001 by $4.4 mil- 980
lion. Recommend deletion of General Fund request to
provide price adjustments for UC employee benefits be-
cause UC’s benefits in recent years have unintentionally
increased more than other state employees.
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13. Reappropriation Provision. Recommend change in' Budget 983
Bill language to restrict reappropriation of unencumbered :
balances to actual budgetary savings and to_eliminate reap-
propriation of balances resulting from underestimation of
income. . :

14. Budgetary Savings. Reduce Item 6440-001-001 by $7.3 mil- 984
lion. Recommend deletion of $7.3 million General Fund
request to provide a reduction to UC’s budgetary savings
target because there is no analytical reason to grant UC a
reduction to its savings target when similar adjustments are -
not made for other state agencies. ‘

Overview of the Legislative Analyst's Recbmmendul’ions '

We recommend General Fund reductions to the University of Califor-
nia’s (UC) budget totaling $28.4 million and withhold recommendations
on $2|2)il million. Qur recommendations on UC’s budget are summarized
in Table 1.

Table 1

Summary of Changes to the UC’'s 5988-89 Budget
Recommended by the Legislative Analyst

uc Recommenda-
Program Funding tion

Activity Changes Impact Withheld
Graduate enrollments.............cooveevvieiineiinn.. — — $3,926,000
Health sciences enrollments.................evveeen. — - 1,107,000
Graduate assistantships...............ccoovvniiiinin, —$1,500,000 —$1,500,000 —
California Science Project ...........cocvvvvviininnnns 600. 600,000 -
University/Schools Project................ v, —578,000 =
Teaching hospitals...............coceevviiiniininnnnn. —6,000,000 . —
Financial aid—transfer.................coooviiiinn. —2,584,000 —
Financial aid—overbudgeting . - 408,000 -
Maintenance workload............ — — - 3,921,000
Faculty salary inCrease...........coveeercerneiencnenns —_ -_ 13,200,000
Price increase ....... et ere e eeaaaaees . — —6,173,000 —
Faculty and staff benefits..............c..ccceienenn. - 4416000 -
Budgetary savings reduction...................coovves — —17,349,000 —

TOHRLS. oo e ee e e e et —$TATS000  —$28,408,000 $29,154,000

GENERAL PROGRAM STATEMENT

The University of California (UC) was established in 1868 as Califor-

nia’s land grant university. It encompasses eight general campuses and
one health science campus. UC has constitutional status as a public trust,
and is administered under. the authority of a 26-member Board of
Regents. : :
" Admission. Admission of first-year students to UC is limited to the top
one-eighth (12.5 percent) of California’s high school graduates. The
university is permitted to waive this admission standard for up to 6
percent of the newly admitted undergraduates. UC plans to enroll
approximately 147,000 students in 1988-89. ‘

Curriculum. UC offers a broadly based undergraduate curriculum
leading to the baccalaureate degree at each general campus. The
university has sole authority among public institutions to award doctoral
degrees in all disciplines, although it may award joint doctoral degrees
' with the California State University (CSU). In addition, within the public
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higher education system, it has exclusive jurisdiction over instruction in
the professions of law, medicine, dentistry, and veterinary medicine and
Enmary jurisdiction over research: The university has three law schools,

ve medical schools, two dental schools, and one school of veterinary
medicine. -

Administrative Structure. Overall responsibility for policy develop-
ment, planning, and résource allocation within the university rests with
the pre51dent who is directly responsible to the Regents. Primary
res onsibility for individual campuses has been delegated to the chan-

or of each campus. The academic senate has been delegated the
authonty to determine admission and degree requirements, and to
approve courses and curricula.

Faculty and Staff. The Legislature does not exercise position control
over the university. Rather, the state appropriates funds to the university
based on various workload formulas, such as one faculty member for
every 17.61 undergraduate and graduate students. The university then
determines how many faculty and other staff will actually be employed.
Thus, review of actual and budgeted position totals is not as meaningful
for the university as it is for other state agencies. In the current year, UC
has a budgeted workforce totaling 58,771 personnel-years.

OVERVIEW OF THE BUDGET REQUEST

Total Expenditures. The UC budget proposes total expendltures
(including salary increases) of $7.7 billion in 1988-89. This is $472 m11110n
(6.5 percent) above estimated current-year expenditures. -

Table 2 provides a systemwide budget summary by program for the
prior, current, and budget years. As the table shows, the budget has two
components: (l) budgeted programs, and (2) extramural programs. No
direct state appropriations are provided for extramural programs;. al-
though UC does receive some state support for extramural programs
through state agency agreements. .

State Support for Budgeted Programs. Table 2 shows that the budget
proposes General Fund expenditures of $2 billion for support of the UC
system in 1988-89. This is $132.7 million (7 percent) above estimated
current-year General Fund expenditures. This increase includes $41.2
million associated with the cost of salary and benefit increases in 1988-89.

While the major source of general (unrestricted) revenue for UC’s
budgeted programs is the state General Fund, UC also receives other
general revenue from nonresident tuition, the state’s share of overhead
receipts associated with federal grants and contracts, and some minor
student fees. Table 2 shows that other university - general funds” will
total $152 million in 1988-89, in comparison to the $2 billion from the state
General Fund. Because revenues from these various sources. are com-
bined with state General Fund support, it is not possible to identify
expenditures by revenue source. Consequently, although the state’s share
is 93 percent of the total, the combined total of the state General Fund
monies and the other general-purpose revenues available to the univer-
sity is referred to in this analysis as “general funds”.

UC’s budgeted programs are divided into 12 classifications. In the
analysis that follows, we' discuss the budget request for the following
seven programs that in our judgment, raise issués warranting - the
Legislature’s attentlon-—Instructlon Research, Public Service, Teaching
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Hospitals, Operation and Maintenance, Student Financial -Aid, and
Unallocated Adjustments.

Table 2
The University of California
Budget Summary
1986-87 through 1988-89
(dollars in thousands)

Change from
Actual Est. Prop. 1987-88

Budgeted Programs . 1986-87 ~ 1987-88 1988-89  Amount Percent
InStruction.......ovvvvvrveereiniineennn. $1,226943 $1,347.832 $1,392132  $44,300 3.3%
Research........c.cooiiviviiiniiininnnnn, 192,157 206,847 203,907  —2940 -14
Public service. ......oovviiiiiriiieiieiinnn, 78,923 89,301 90,079 778 09
Academic SUpport.........ocvveeeniinnne. 303,821 318,453 327,241 8,788 2.8
Teaching hospitals...............c.......... 845515 965,097 1021210 56113 58
Student SEIViCes .....o.vveveeirriniirrennnns 161,320 160,105 161,229 1,124 0.7
Institutional support..:............oevnen. 235,027 252,133 253,445 1312 05
Operation and maintenance ............... 199,878 244 889 253,492 8,603 35
Student financial aid ...\......cooviiinnnl 70,879 73,268 73,268 — —
Auxiliary enterprises ............coovnnys 183,658 240,083 258,138 18,055 75
Special Regents’ Program.................. 37,202 61,337 59,300 -2,037 -33
Unallocated adjustments ................... 12,801 5,666 127,495 121,829 -2

Subtotals, Budgeted Programs ........ ($3,548,124) ($3,965011) ($4,220,936) ($255,925) (65%)
Extramural Programs
Sponsored research and other ............. $1,071,128 $1,176,616 $1,246,330 $69,714 5.9%
Department of Energy labs................ 1,986,867 2,086,000 2,232,000 146,000 70

Subtotals, Extramural Programs....... ($3,057,995) ($3,262,616) ($3,478,330) ($215,714) (6.6%)

Grand Totals.........ccovvvivieeennnnns $6,606,119 - $7,227627 $7,699266  $471,639 65%
Funding Sources . :
Budgeted Programs: :
General Fund, .............................. $1,788304 81905685 $2,038372  $132,687 7.0%
University general funds................... 97,462 146,051 152035 5,984 41
Special Account for Capital Outlay........ — 2183 433  ~1L750  —802
State Transportation Fund................. 956 956 956 — —
California Water Fund..................... 100 100 100 — —
Facilities Bond Act of 1988 ................ . — — 3000 3000 —*
Lottery Education Fund ................... 12,643 15,081 15,081 — —
Federal Funds......................... veees 11,611 12127 12,127 — —
University funds—restricted ............... L637,048 1882828 1998832 116,004 62
Extramural Programs:
State Agency Agreements .................. $36,707 $38,616 $40.550 $1,934 50%
Federal funds. .............................. 575,679 603,800 627,980 24,180 40
Private Gifts, Contracts and Grants....... 188417 205,200 295,700 20,500 100
Other University funds .................... 270,325 329,000 352100 23,100 7.0
Department of Energy (federal) .......... 1986867 - 5086000 35232000 146,000 7.0
Personnel-years...........coooveneieninis 58,294 58,771 59,293 522 09%
2 Not a meaningful figure.

1988-89 Expenditures by Source of Funding

Table 3 shows the source of funding for each individual program. For
example, the table shows that general funds provide $877 million (96
percent) of the $910 million general campus instruction budget. In
contrast, general funds provide for only $63 million (6.3 percent) of the
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$1 billion teaching hospitals’ budget. Patient charges for services provide
most of the balance.

Table 3
. The University of California
Source of Funds by Program
1988-89 Governor’'s Budget
(dollars in thousands)

Student  Sales
: General  Federal Feesand  and  Endow-  Other
Budgeted Programs Funds  Funds  Tuition  Services  ments  Sources  Totals
Instruction
General campuses. .........o....... $877,112 $50  $1,329 $10607 $3326  $17.601  $910,025
Health sciences .................... 260,018 4 -~ 107684 2332 8,545 379,319
Summer sessions . .................. - — 16086 - - - 16,086
University extension................ — — 86702 — — — 86,702
Subtotals, Instruction ............... ($L,137,30)  ($790) ($104,117) ($118291) ($5,658) - ($26,146) ($1,392,132)
Research ........ocoevvviiiineninnnns $170400  $3161 - $4477  $10386 15483  $203.907
Public service.........covivnrenne. 52,315, 8176  $3,741 17205 1,168 7474 90,079
Academic support..............c.u.n. 210,639 - 3,877 104246 2,036 6,443 327,241
Teaching hospitals.................... 62,976 - —_ 948,364 164 9706 1,021,210
Student services............oevtennnns 6,228 — 137552 607 2 16,800 161,229
Institutional support.................. 198,045 — 1092 20 214 4,336 253,45
Operation and maintenance of plant... 238205 — 690 - 663 7,664 253,492
Student financial aid.................. 39,028 — 2321 - 7919 —_ 73,268
Auxiliary enterprises. ................. - - 2322 255798 18 — 258138
Special Regents’ Programs ............. - - - — - 59,300 59,300
Unallocated adjustments............... 75441 - 870 2545 8620 18159  12749%

Subtotals, Budgeted Progras........ ($2,190407)  ($12,127) ($318540) ($L,451,553) ($38798) ($209511) ($4,220.996)
Extramural Programs

Sporisored research and other activities, —  $627,980 - - —  $618350 $1,246,330
Department of Energy Laboratories. .. — 2,232,000 . — — — — 2232000
Subtotals, Extramural Programs ... — ($2,859,980) — - —  ($618,350) ($3,478,330)
Grand Totals..................... $2,190407 $2.872,107 $318540 $1451553 $38,798  $827,861  $7,699,266

General Fund Budget Changes Proposed for 1988-89

Table 4 identifies the specific factors accounting for the net $132.7
million increase in Generaﬁ) Fund support proposed for 1988-89. Table 4
shows that:

o Baseline adjustments total $33.5 million.

o Workload changes total $18.1 million.

o Program changes total $25.1 million.

o Employee compensation totals $41.2 million.

. Capitay outlay revenue bond payments total $14.7 million.

Later in this analysis we discuss the details of these changes.
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Table 4

The University of California
Proposed 1988-89 General Fund Budget Changes
(dollars in thousands)

1987-88 Expenditures (Revised) ...........cocoiviiiiiiiiiiiiiiiiiininreeneensiennns $1,905,685
Baseline Adjustments )
Annualization of 1987-88 salary increase ............cocvveeiniiieiiineiiinanninan., $35,370
Merit and promotions for faculty.........coeeeriieriieriiniiiniririnenonniirien, 15,178
Price Changes. ... .c.vviuieiiien et re e a e e et r e e 17,167
Instructional equipment replacement..........c..ocviviiiniiiiiiiiinriniieesionene. 5,802
Social SECUTIty INCTEASE . .vvvieierieeiiiieenieerieeiieieie st errerreeesrenerseenen 5,010
Budgetary savings adjustment............c..coveiiiiiiiiiniii 7,349
Teaching hospital subsidy............ccocveviriiririnneierierrrenrereeenenns. —8,000
UC Retirement System rate reduction...........oevvvieeiieirenineninenniennieenns —18,500
PERS rate reduction .........covveiuerieerniiieinneniitieeniaineaiereenensnesnenenss —686
Reduction for one-time augmentations. ...........cevvveiivencrneniniarienianin, . . —4,440
UC income adjustment .........ooovveiinviiniiiiiiinii —20,744
Subtotal, Baseline Adjustments.........c..eeuveeieiinerniiiriiieierriieninerneen. ($33,506)
Workload Changes ‘
Undergraduate enrollment .............cocoviiiiiiiiiiiniiiiniiiiiieens $13,730
Library staffing (undergraduate related) ........................ e, 942
Disabled StAENLS ......euveieiniiiiiie e e e 124
Operation and maintenance of plant...................cco . 3,353
Subtotal, Workload Changes............ecvuvieiiieiiiniieiinininieiiiniiniens ($18,149)
Program Changes
Graduate enrollments..........cooeveeviiveiieneiiennen. TR RSP PRUR $2,941
Postbaccalaureate enrollments............ocoeviviniiiniiiiiiniinii 985
Health science graduate enrollments...........co.civviiiiinininininiiieiinine 1,107
Teaching assistants—aining ..........co.oovvviiiiiiiiiiinni 250
Instructional computing ..........cocooiiiiiiiiiiiiii - 6,000
Education abroad ................vn. 200
Research assistantships (engineering)... 800
: Research assistantships (humanities) ..........c.oocvvviniiininiiiniini., 700
University/schools research/extension ...........coccvviniiiniiiinninnn. 578
: Articulation numbering (Project CAN) .........c.ocooiiiiiiiiiiiiin, 200
\ Teaching hospital subsidy..........c..cocovviiiiiiiiiiiiii 6,000
| Dental CHICS. ... vueviriteentiererreerieeenienieoneiorentisieesaoesassoentooienanons 840
Affirmative acHon-MESA .......c...ocoviiiiiiiiiii 50 .
Affirmative action-minority scholars program ............ccoooveeiiiiinin.l 150
Affirmative action-mentorships............cooviviiiiiiiiiiiniiii 150
Affirmative action-dissertation-year fellowships............c.cooviiiininiiiinn 50
Affirmative action-President’s fellows............coociviiiiiniiniiiiiniinnin, 100
Building maintenance. ...........co.coiviiiiiiiiiiin i 4,000
Subtotal, Program Changes. ............c..cocvviviiiniininiiiniiia ($25,101)
Salary and Benefit Increases
Faculty salary........coocoviiiiiiiiniiiii e $13,200
Staff salary........oovvveeieiie e 16,785
Benefits......cvvevrnerirriniiieeriieeneceineerneas 11,258
Subtotal, Salary and Benefit Increases ($41,243)
[ Capital Outlay Revenue Bonds ‘
Lease payments on revenue bonds.............oovviviniiiininiiiin, $14,688
1 1988-89 Expenditures (Proposed)...........c.cocuvuenen e $2,038,372
Change from 1987-88:
‘ AINOUIE. .1ttt iieeenernetinsseisreatiessioresensssneessnessneeinnsonssonesines $132,687

= 1L 7.0%
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ANALYSIS AND RECOMMENDATIONS

We recommend approval of the workload and cost adjustments
(excluding the operation and maintenance workload adjustment—$3.4
million) and the following program changes: ’

e .Dental clinics—$840,000 for the dental school clinics in San Fran-
cisco and Los Angeles to purchase supplies which help decrease the
potential for cross-contamination of patients and dental personnel.

o Affirmative action—$500,000 for the various affirmative action
programs shown in Table 4. The budget states that UC will match
this request with $500,000 from university funds.

In addition, we recommend approval of the following Budget Bill items
not discussed elsewhere in this analysis: ,

o California State Lottery Education Fund (Item 6440-001-814)—
$15.1 million for instructional use of computers ($8.8 million),
instructional program inflationary needs and additional support for
the arts and humanities ($3.4 million), new instructional equipment
($1.5 million), and instructional equipment replacement ($1.4 mil-
lion). These proposed expenditures are instructionally related and
supplement the university’s budget.

o Higher Education Facilities Bond Fund (Item 6440-001-785)—%3
million for asbestos abatement projects.

o State Transportation Fund (Item 6440-001-046)—$956,000 for con-
tinued support of the Institute of Transportation Studies.

o California Water Fund (Item 6440-001-144)—$100,000 for continued
research on mosquito control.

o Revenue Bond Payments (Item 6440-003-001)—$15 million for debt
service payments required by lease purchase agreements for capital
construction and equipment purchases for several UC campuses.
These projects were approved by the Legislature in prior budget acts
for financing by lease-purchase revenue bonds. Last year the Legis-

: Ettul(‘ie approved the first payments—totaling $312,000—for these
onds.

I. INSTRUCTION

The Instruction program includes (1) general campus instruction, (2)
health science instruction, (3) summer session, and (4) university
extension. Table 5 displays UC’s instruction budget in the prior, current,
and budget years. The budget proposes expencﬁtures of $1.4 billion for
this program in 1988-89, an increase of $44.3 million (3.3 percent) above
estimated current-year expenditures. :

A. ENROLLMENT INCREASES PLANNED FOR 1988-89

A full-time undergraduate student at UC takes an average of 15 units
during each of the three quarters. Thus, one FTE equals one student
attending full-time, two students each attending one-half time, etc.
Ninety-five percent of UC students attend full-time. Table 6 shows that
budgeted enrollment for 1988-89 is above budgeted enrollment for
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Table5 :
The University of Callfornla
Instruction Budget
~ Summary of Expenditures and Funding
1986-87 through 1988-89
(dollars in thousands)

] Change from
Actual Est Prop. ] 1987-88

Elements 1986-87 198788 198889  Amount  Percent
General Campus .......ccoveevvnieinnenins $776268  $877,280  $910,025  $32,736 3.7%
Health sciences...........ocovvvvevinenennns 355,883 .370,644 379,319 8,675 2.3
Summer session. ......... e, 14,964 15,721 16,086 365 23.
University extension..........c..c.cevienns 79,828 84,178 86,702 2,524 3.0

“ Totals................ e ereree i, $1,226943 $1,347,832 $1,392,132  $44,300 . .33%
Funding Sources .
General funds....................co.c...... $992314 $1,106327 81,137,130 830,803 2.8%
Lottery Education Fund ................... 12643 . 15081 15081 — —
Other restricted funds...... eeeeereeenaians 221986 22644 = 239921 13497 6.0
Personnel-years ............................. 20,463 20,999 21,438 439 21%

1987-88 by 3,565 FTE (2.5 percent). (When compared to the estimated
enrollment in the éurrent year, however, the proposed level represents
an increase of only 2,049 FTE, or 1.4 percent.)

Budgeted enrollment changes, by student category, are as follows:
o Undergraduate—up 2,709 FTE (2.6 percent).
o Postbaccalaureate—up 201 FTE (22 percent).
e Graduate—up 600 FTE (2.4 percent).
. Health sczences—up 55 FTE (0.5 percent)

Table 6
The University of California
Full-Time Equivalent Students (FTE)
1986-87 through 1988-89

Change from
. : : Budgeted
: 1986-87 - 1987-88 1988-89 1987-88
Campus : ) Actual Budgeted  Est. Prop. "Number Percent
Berkeley : » ) ,
Undergraduate ..........occeennenen. 20,117 19839 20,240 20,022 183 0.9%
Postbaccalaureate ................... 114 118 113 118 — —
Graduate.......oooveivennivianiinein 8035 - 7537 7,142 -1,537 - T
Health sciences................ s -84 4 4T T30 1o 13
Subtotals...... PO ST 29,000 28241 28842 28,434 193 0.7%
Davis : ‘ ‘
Undergraduate ........... PP 13,805 14,491 14873.. 15566 1,075 © .74%
Postbaccalaureate ................... 106 103 9 - 13 - 10 . 97
Graduate..........cccovvvienenennne. 3288 2906 3,006 2,961 55 19
Health sciences...................... 1,894 1,810 1,810 1,832 _® 12
Subtotals........... e rerereareeas 19,093 - 19310 19,779 20472 - 1,162 6.0%
Irvine . . ;
Undergraduate ..............cooeuine 10,965 11,314 11,465 11,667 353 3.1%
Postbaccalaureate ................... -248 240 240 20 10 42
Graduate...........coveverineninines 1,489 ‘1493 1516 1,613 120 80
Health sciences...........coceenvnens 1,051 1,019 1,019 1,040 o 21

Subtotals...........coeiveiiienninns 13,753 14,066 14,240 14,570 504 3.6%
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Los Angeles
Undergraduate .........ccccoveuinene 19,246 20,075 20,131 19,949 —126 —~0.6%
Postbaccalaureate ................... B 61 58 58 58 — —
Graduate.........ooeeviienininnennns 7,480 7,594 7,673 7594 —_ —
Health sciences...................... 3,740 3,729 3,729 3,719 =10 =03
Subtotals.........ocoiveiiiiennnnes 30,527 31,456 31,591 31,320 ~136 —04%
Riverside .
Undergraduate ............c.vevenen. 3,885 4,674 4,769 5,341 667 14.3%
Postbaccalaureate ................... 205 152 260 270 118.. 776
Graduate................. PR 1211 L118 995 1,118 — —_
Health sciences.........c...cc.vvnnne 47 48 48 8 = =
Subtotals..........cvcevviiininnnnn. 5,348 5,992 6,072 6,777 785 13.1%
San Diego :
Undergraduate ..........c.c......... 12,346 12,516 12,515 12,866 350 - 28%
Postbaccalaureate ................... 35 66 66 66 — —_
Graduate..........ocoeenennnnenenn. 1,636 . 1540 1,702 1,740 200 13.0
Health sciences................o....e 1,070 1,032 1,032 1,052 _2 _19
Subtotals.........coiiieriniienines 15,087 15,154 15,315 15,724 570 3.8%
San Francisco = T '
Health sciences...................... 3,505 3,582 3,582 3,574 ~8 —02%
Santa Barbara
Undergraduate ..........cccceuenen.n. 15,097 15,120 15,051 15,216 96 0.6%
Postbaccalaureate . .................. 116 . 133 133 133 — —
Graduate............ccovvnnns rereens 1946 1877 1,768 1997 _120 _64
Subtotals.........ocovveiniiininnn. 17,159 17,130 16,952 17,346 216 - 13%
Santa Cruz )
Undergraduate ...................... 7,644 8023 8004 8,134 11 14%
Postbaccalaureate ................... 112 47 160 - 110 63 134.0
Graduate.............oeovniinnnnnnn, 548 529 509 634 105 _198
Subtotals...........ooeeeiiiininnn. 8,304 8,599 8,673 8878 279 32%
Total University
Undergraduate ...................... © 103,005 106052 107,048 108,761 2,709 2.6%
Postbaccalaureate ................... 997 917 1,120 1,118 201 219
Graduate...........oovvvevienennanns 25,633 24,594 24911 25,194 600 24
Health sciences...................... 12,041 11,967 11,967 12,022 55 _05

Totals........ccocunniins e 141,776 - 143,530 145046 147,095 3,565 2.5%

B. GENERAL CAMPUS INSTRUCTION

General campus instruction includes the cost of faculty, teaching
assistants, and related instructional support for the eight general cam-
puses. Expenditures and funding sources for general campus instruction
in the prior, current, and budget years are shown in Table 7.

As Table 7 shows, the 1988-89 budget proposes a general instruction
program totaling $910 million—$32.7 million (3.7 percent) above esti-
mated current-year expenditures. Of this amount, the budget proposes
expenditures of $877 million from general funds—$29.7 million (3.5
percent) above estimated current-year expenditures.

The $29.7 million increase is entirely from the state General Fund and
consists of the following elements:

o Undergraduate enrollment—$13.7 million to support the additibnal
2,709 FTE undergraduate students. '
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Table 7
The University of California
Instruction—General Campus
Summary of Expenditures and Funding
1986-87 through 1988-89
(dollars in thousands)

Change from

. Actual Est Prop. 1987-88
Elements 195687  1987-88 1988-89  Amount  Percent
Faculty......cocoooiiininiidiinenniniennins $422,147 © $506,215  $515,264 $9,049 - 1.8%
Teaching assistants .................oueeeee. 44,162 48,401 49,793 1,392 - 29
Instructional support............oovevinnnn 249,937 266,976 277,469 10,493 39
Equipment replacement ................... 26,543 31,118 36,920 5,802 186
Equipment: backlog reduction............. 10,000 - 1425 1,425 = —
Instructional computing.................... 18,159 19,659 25,659 6,000 305
Computer equipment 3,000 - — — -
Technical education.... 1,156 .. 1,156 1,156 —_ —
Other ......covvvenininns o - 1,164 2,339 2,339 — -

TOtalS. . evv e ciiesar e $776268  $877,289  $910,025  $32736 3.7%

Furiding Sources ' ’
General funds..........................c... 3746690 $847.398 3877112 $29714 35%
Lottery Education Fund ................... 12,643 15081 15081 — —_
Other restricted funds...................... 16,935 14810 17832 3022 204
Personnel-years

Faculty ....ooooviviiiiiiiiiininenenns 7,293 74715 7674 199 21%

Teaching assistants...........cccoveeniie 2,084 2,406 2472 66 27

Other....co.vvvrviverineiienieien 5,321 5,228 5,378 150 29

Totals.....ovovninrineiiiiinnnnanil SO 14,698 15,109 15,524 415 2.7%

Postbaccalaureate enrollment—$985000 to support the additional
201 postbaccalaureate students.

‘Graduate enrollment—$2.9 million to support the additional 600
graduate students. .

Instructional Equipment Replacement—$5 8 million to provide full
funding of the formula-driven need for replacement of instructional
equipment. (The budget also proposes a new policy. Starting in the
1989 budget, UC wﬂ% request replacement funds for computers

" donated after June 30, 1987.)

Instructional Computing—8$6 million to support the operatmg costs
of instructional computing justified in the university’s 1984 Academic
Computing Report. (This increase will be augmented with lottery
funds to provide a total of $26 million—only $700,000 short of the
1988-89 amount proposed in the 1984 plan.)

Teaching assistant training—$250,000 to expand and i improve teach-
ing assistant training programs. Current-year General Fund support
totals $1.4 million. In the 1987 Budget Bill, the Legislature approved
an increase of $750,000 for this program. The Governor, however,
reduced that amount by $250,000. Consequently, this proposal re-
stores the program to the level approved by the Legislature last year.
Education abroad program—$200,000 to support (1) incentive
grants to increase student participation in Pacific Rim countries and
(2) UC faculty who change places with foreign faculty from Pacific
Rim countries for six months to a year. In 1986-87, UC proposed a
three-year phase-in of this pro%ram With this third year of phased-
increases, program support will total $849,000.
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With the exception of the postbaccalaureate and graduate enrollment
requests, which are discussed in the followmg sectlon we recommend
approval of these proposed changes

1. Postbaccalaureate and Graduate Enrollmeriis

We withhold recommendation on the requested General Fund in-
crease of $3.9 million to support a postbaccalaureate and graduate
student increase of 801 FTE students, pending review of additional
mformatwn from the California Postsecondary Educatzon Commzs-
sion (CPEC).

The budget requests $3.9 million from the General Fund to support an
increase of 201 FTE postbaccalaureate students and 600 FTE graduate
students. ;

Graduate Enrollment Plan Being Reviewed. The Legislature, starting
in 1980-81, has requested graduate enrollment plans from UC. Two plans
have previously been submitted both focusing on graduate enrollment
growth for three-year periods through 1986-87. In the Supplemental
Report of the 1985 Budget Act, the Legislature requested a new UC plan
to include detailed enrollment projections through 1989-90 and a géneral
plan through 2000-01. UC submitted its plan in January 1987." ‘

The latest plan identifies several planning principles and provides
projections of enrollment growth. One of the planning principles relates
to the desired “balance” between undergraduate and graduate students.
Balance refers to the need to have a large enough number of graduate
students to ensure that faculty who wish to teach graduate students will
have the opportunity to do so. UC believes that this balance will help to
attract and retain faculty. The plan proposes, as a “best estimate”, that
graduate students (inclusive of postbaccalaureate students) should con-
stitute 22 percent of total enrollment. (Currently they constitute 19
percent.) ‘ Accordingly, the plan projects that an undergraduate enroll-
ment increase of 16 percent (17,168 students) between 1987-88- and
2000-01 would necessitate a graduate enrollment increase of 36 percent
(9,090 students). This means that in order to achieve UC’s desired
“balance” by 2000-01, graduate enrollments will have to increase at more
than twice the undergraduate rate.

Because of the major policy and fiscal implications of this proposal in
the near term as well as the future, we have asked CPEC, as part of its
advisory function to the Leglslature, to provide its comments on the plan
prior to budget hearings. We requested that the commission pay
particular attention to the “balance” principle and indicate if balance at
the level desired by UC is necessary in order to attract and retain faculty.
Pending our review of CPEC’s comments, we withhold recornmendatlon
on the graduate enrollment increase.

C. HEALTH SCIENCES INSTRUCTION

Health sciences instruction includes the cost of faculty and mstructlonal
support for UC’s health sciences schools. Table 8 shows the health
sciences instruction budget, by program element, for the prior, current,
and budget years. ,
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Table 8

The University of California
Instruction—Health Sciences
Summary of Expenditures and Funding
1986-87 through 1988-89
{dollars in thousands)

Change from
: Actual Est. Prop. 1987-88
Program 1986-87 1987-88 198889  Amount  Percent
Medicine.......ccooovvvieiiinivinieeninnnnn. $287,965  $294,403  $302,800 $8397 2.9%
Dentistry. .....ocovvvniiiiniiiiiieniinine. 19,071 20,968 20,968 — —
Nursing .....oevevveveenieieiieeeenanes 9,375 9,809 9,809 — —
Optometry.....c.ovvveviiieerineniiennes 2207 2,169 2,169 — -
Pharmacy........ccoevevnviiniiiiiinenninnns 5,992 7,145 7,190 45 0.6
Public health ..., 11,841 11,764 11,843 79 07
Veterinary medicine ... . 17,331 17,498 17,652 154 09
Other................... . 2,101 6,888 6,888 — —
Totals. ..ovveriieiiieneni e $355,883  $370,644  $379,319 $8,675 2.3%
Funding Sources ) ‘
General funds.............................. $245624  $958929  $260.018 81,089 04%
Restricted funds.................... e, 110,259 1HL715 119,301 7,586 68
Personnel-years v
Faculty ..covvvviiniiiiieniieciincenn 2,026 2,003 2,015 12 0.6%
Other....c..ocviviiiiiiiiiiiieeneenn, 2408 2,498 2,510 12 05
Totals. . .oviiiiiiiiiiii i 4,434 4,501 4,525 24 0.5% -

As Table 8 shows, the 1988-89 budget proposes a health sciences
instruction program totaling $379.3 million—$8.7 million (2.3 percent)
more than estimated current-year expenditures. Of this amount, the
budget proposes expenditures of $260 million from general funds—$1.1
million (0.4 percent) more than current-year expenditures.

The $1.1 million increase, which is entirely from the state General
Fund, is proposed to support an increase of 95 graduate -academic
students in 1988-89. .

More Information Needed on Graduate Academic Enrollment Increase

We withhold recommendation on the proposed General Fund in-
. crease of $1.1 million to support a graduate academic enrollment
increase of 95 students, pending further justification of the request by
UC.

Health sciences graduate academic students are enrolled in masters
degree or Ph.D. programs in a wide variety of disciplines—from Bio-
chemistry to Nutritional Sciences. The largest percentage of students are
enrolled in basic science disciplines. As mentioned, the budget requests a
$1.1 million General Fund augmentation to support an increase of 95
graduate academic students in 1988-89. This proposed increase and the
historical enrollment pattern are shown in Table 9.

Little information is available on the rationale for adding a total of 95
students in four program areas. UC has agreed to provide additional
justification prior to the budget hearings. Pending our review of this
information, we withhold recommendation on the enrollment increase.
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Table 9

- The University of California
Health Sciences Graduate Academic Students {Budgeted)
1984-85 through 1988-89

Change
‘ Sfrom

Program 1984-85 198586 198687 198788 198889  1987-88
Medicine..........ocovveriinniinnnns 749 733 784 784 855 !
Optometry.......cvevvviiivniinnenn, 21 21 21 21 21 —
Public health 193 214 226 240 250 10
Veterinary medicine i1 111 127 127 137 10
NUTSING. c+veeeeveenns . 93 35 3 51 51 -
Dentistry.............. e 16 16 16 16 16 —
Pharmacy .........coovevieeniiiinnnn, _65 _65 _69 _69 _n 4
Totals....ooveviinniiininininnnns 1,178 1,195 1,286 1,308 1,403 95

Il. RESEARCH

The UC is California’s primary state-supported agency for research.
“Organized research” is the term UC uses in referring to those research
activities which, unlike departmental research, are budgeted and ac-
counted for separately. In contrast, expenditures for departmental re-
search are funded in the Instruction Program primarily through that
portion of faculty salaries corresponding to the time faculty spend on
research as part of their normal university duties.

Expenditures and funding sources for organized research in the prior,
current, and budget years are shown in Table 10. As the table shows, the
budget requests $204 million (including $170 million from general funds)
for organized research in 1988-89—a net decrease of $2.9 million (1.4
percent) from estimated current-year expenditures. This net decrease is
entirely from -the General Fund and consists of: (1) a reduction of $4.4
million in one-time appropriations for studies on the Superconducting
Super Collider, partia.li)y offset by (2) a request for $1.5 million to provide
additional graduate student research assistantships in engineering and
humanities.

In addition to this funding for organized research, the university will
receive an estimated $691 million from extramural sources (primarily the
federal government) for research activities in 1988-89. Consequently,
total support for research is considerably larger than the amount shown
in Table10. In fact, in the latest rankings of federally sponsored research
and development grants made to universities in 1986, the University of
California placed two of its campuses among the top ten in the United
States and placed four of its campuses among the top 20.
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Table 10

The University of California
Organized Research Program
Summary of Expenditures and Funding
1986-87 through 1988-89
{(dollars in thousands)

Change from
Actual Est Prop. 1987-88
Elements 1956-87 1987-88 198889  Amount Percent
General campus.............c.ovvevennnnn. $64,801 $61,985 $59,045 —$2,940 —4.7%
Health sciences...........cccvvvennnnnnn. 25,876 26,936 26,936 — —
Agriculture ........oovvviiiiiiininenn, 90,446 98,153 98,153 — —_
Marine SCIences ......vevveeeneeneerennns. 11,034 13,851 13,851 - =
Faculty grants/travel.................... — 5,922 5922 . - -
Totals. cenriceiiieiiii e $192,157 $206,847 $203,907 —$2,940 —14%
Funding Sources
General funds............................. $162,504 $173,340 3170400 —$2940 —1.7%
Restricted funds
SIBIE ...oiveiiiiiiii e $1,056 $1,056 31,056 — —
ORET..o.oveveiieeiiiiiiicirieiieiins 28597 32451 32451 — —
Personnel-years. .......ocoovvveninirienanes 2,899 3,059 3,059 — —

1. Graduate Research Assistantships—Program Will Not Increase Supply

We recommend deletion of the $1.5 million requested from the
General Fund for additional graduate student research assistantships
because the proposal will not increase the supply of Ph.D. graduates,
(Reduce Item 6440-001-001 by $1.5 million.) :

The budget requests $1.5 million from the General Fund for approxi-
mately 140 new graduate student research assistantships. Of the amount
requested, (1) $800,000 is proposed for 65 to 70 research assistantship
awards of $12,000 per student in engineering/computer science, and (2)
$700,000 is proposed for 70 awards of $10,000 per student in the
humanities. All of these awards are made without regard to a student’s
financial need, that is, they are merit-based rather than need-based.

According to UC, these research assistantship awards are needed to
increase the supply of doctorally trained graduates to meet the future
demand for fachty in higher education and/or doctorally trained grad-
vates in industry. This problem is commonly recognized, and we
acknowledge it.

Proposal Will Not Increase Supply of Graduates. If the Legislature
agrees that the supply of doctorally trained graduates needs to be
increased, then we %elieve that funding graduate enrollment increases
rather then additional research assistantships is a more effective solution
to the problem. The supply of Ph.D. graduates trained at UC is
dependent on the graduate enrollment level that the state is willing to
fund. Towards this end, the budget requests an increase of 600 FTE
graduate students in 1988-89. The Le%islature, based on its review of UC’s
enrollment plan discussed previously, will decide whether or not to
pll'lolxside fungi.ng for this request and in effect increase the supply of
Ph.D.s. '

The availability of merit-based research assistantships is only a factor in
the enrollment levels to the extent that UC cannot attract and retain
candidates into the Ph.D. slots authorized. In UC’s case, this is not a
problem. In fact, the university’s graduate programs currently attract
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many more highly qualified applicants than the number that can be
offered admission. Moreover, UC has not provided any evidence that
once admitted, these students have not been retained.

Given this situation, the effect of additional UC research assistantships
is not to increase the supply of graduates, but rather to increase funding
for general research. With these assistantship salary funds, UC faculty will
merely employ currently enrolled students to work on their research
projects. Accordingly, we recommend deletion of the $1.5 million request
for additional grac%uate student research assistantships.

2. Heart Disease Research :

We recommend UC report during budget hearings on the funding
status of the San Francisco-based coronary heart disease research
praoject.

In 1987 the Legislature passed Assembly Bill 974 (Ch 1283/87) which
agpropriated $500,000 to UC for research relating to the effect of life-style
changes on coronary heart disease. In signing this bill into law, the
Governor deleted the appropriation but stated that he would consider
funding the bill’s provisions in the 1988-89 budget.

The Regents’ 1988-89 budget did not request funds for this research nor
does the Governor’s Budget. We therefore recommend that the univer-
sity report during budget hearings on the project’s status.

3. Superconducting Super Collider

In the 1985 and 1986 Budget Acts, the Legislature provided UC with
$500,000 and $1 million respectively for use in developing information
that might lead the federal government to locate the proposed Super-
conducting Super Collider (SSC) in California. '

In 1987, the Legislature appropriated $4.4 million to UC for the
continued development of this information. The UC was informed in
January, however, that California was no longer being considered as a
location for the SSC. Accordingly, UC has ceased work on the project.
The UC reports that $3.7 million was spent prior to the federal decision,
thus- it Wilf) revert the balance of the appropriation—$700,000—in the
current year. _

ill. PUBLIC SERVICE

The public service program includes support for the California Math-
ematics and Writing Projects, the agricultural cooperative extension
program, the Drew public service program, the California College of
Podiatric Medicine, and several other campus-based public service
activities. Expenditures and funding sources for the public service
program in the prior, current, and budget years are shown in Table 11.

Table 11 shows a proposed public service program totaling $88
million—$778,000 (0.9 percent) above estimated current-year expendi-
tures. The $778,000 increase is entirely from the state General Fund and
is for initial state support for the following two programs: (1) $200,000 for
the California Articulation Number (CAN) project which seeks common
course numbering between UC, CSU and the CCCs and (2) $578,000 for
the University/Schools Cooperative Research and Extension Program in
Education which seeks to encourage school-based research projects. We
note, however, that the budget does not propose funds for initial state
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support for the California Science Project which was authorized by the
Legislature in 1987 (Ch 1486/87). :

_Table 11

The University of California
Public Service Program
Summary-of Expenditures and Funding
1986-87 through 198889
(dollars in thousands)

Change from

Actual Est Prop. 1987-88

Elements o 198687  1987-88 198889  Amount — Percent
California mathematics project ............ $1,021 $1,277 $1.277 — —
California writing project............ e - 624 741 141 — -
University/schools extension........... e o — 578 $578 —°
Lawrence Hall of Science.................. 3,389 3,126 3,126 — —
EQUALS math project...........c...c...e. 403 334 334 — —
Transfer centers.................. 779 826 826 — —
California articulation number............. — — 200 200 —*
Scripps-Aquarium/Museum................ 45 250 250 —_ —
Abnormal growth registry ..........oouu. 178 156 156 — -
Cooperative extension/agriculture......... 44578 51,817 51,817 — —
Drew Postgraduate Medical School........ 2,932 2,932 2,932 — —
College of Podiatric Medicine ............. - 849 871 T 81 — —
Other campus-based activities............. 22,008 24,916 24,916 e =

Totals. ..oveiinrivieiiriieeieinenanias $77,006 $87,252 $88,030 $778 0.9%
Funding Sources ’
General funds..................oooiiinis $43,950 $49,488 $50,266 3778 16%
Restricted funds........... et 33,756 37,764 37,764 —_
Personnel-years.............cicoeviiinninns 1,298 1,396 1,405 9 0.6%

2 Not a meaningful figure.

We recommend ap(})roval of the CAN Project request because we
believe that it will aid students who wish to transfer from community
colleges to UC and the California State University. In the following
section, we recommend a $600,000 General Fund augmentation for the
Science Project and deletion of the $578,000 request for the University/
Schools Project.

California Science Proiei:i Is a More Promising Proposal Than the
University/Schools Project

California Science Project. We recommend a General Fund augmen-
tation of $600,000 to provide initial state support for the California
Science Project, which was authorized by Chapter 1486/87, because our
analysis indicates that it is based on a proven approach to address an
important K-12 curriculum need that has been identified by the
Legislature. (Increase Item 6440-001-001 by $600,000.)

University/Schools Program. We further recommend deletion of
$578,000 requested from the General Fund for initial state support of a
University/Schools Research and Extension Program in Education
because the proposal appears to be an ineffective means of assisting
K-12 schools. (Reduce Item 6440-001-001 by $578,000.)

California Science Project. The California Science Project, authorized
by Ch 1486/87 and modeled after the university’s statutorily authorized
Mathematics Project, is designed to strengthen K-12 science education
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through teacher and curriculum development activities. The teacher
development component will bring together faculty from UC, the CSU,
and K-12 schools in surmmer institutes designed to expand and develop
the scientific expertise of the K-12 participants. The K-12 participants will
then be able to provide training to other teachers in their own districts
during the regular school year. The curriculum development component
will use teams of university faculty and K-12 teachers to develop
curriculum models during the summer institutes. Chapter 1486 requires
an evaluation of the effectiveness of the project by January 1, 1991.

Chapter 1486 also expressed the Legislature’s intent to provide funding
for the project in the annual Budget Act. The Regents requested $600,000
from the General Fund for the initial establishment of six Science Project
institutes. The Governor’s Budget, however, does not propose funds. for
this project.

University/Schools Program. The budget instead requests $578,000
from the General Fund to establish a University/ Schoo(}s Cooperative
Research and Extension Program in Education.

UC proposes to employ four education extension specialists who will:
(1) gather research topics for UC faculty that are based on discussions
with K-12 teachers and administrators who are familar with current K-12
school problems, and (2) make K-12 schools aware of already available
research on how to improve teaching practices. According to the
university, current academic research on education is not often used to
shape or change teaching practices. This is because professional incen-
tives for School of Education faculty are directed toward the publication
of diicipline-based basic research rather than field-based applied re-
search,

Our analysis indicates that this proposal appears to be an ineffective
means to address the intended objectives. First, if UC faculty are unaware
of applied research topics on current K-12 school problems, it would seem
that faculty visits and interaction with teachers would be the best means
of obtaining the desired information. Moreover, this direct interaction
can be accomplishéd within the existing UC budget because faculty
workload already includes time for research. Therefore, rather than
adding additional staff, the same if not better results could be obtained by
redirecting a limited amount of current research from discipline-based
basic research to field-based applied research. This redirection can be
accomplished by action of the faculty to recognize the value of field-
based applied research. '

Second, according to UC, this $578,000 program will only directly effect
some 75,000 K-12 students. Expansion to serve any reasonable percentage
of the 4.7 million K-12 student population could only be accomplished
with very significant increases in state costs. We believe that the Math
and Science Project approach—which targets specific curriculum areas in
need of improvement and focuses on in-service training of teachers and
development of model curricula—can reach more schools and students at
a lower state cost, For example, UC estimates that the $600,000 proposed
for the Science Project will provide sufficient funds for services to 37
percent of the state’s K-12 enrollment.

Conclusion and Recommendation. Our review indicates that the
Science Project is modeled after a proven approach to address an
important K-12 curriculum need that has been identified by the Legis-
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lature. Accordingly, we recommend a General Fund augmentation of
$600,000 for the project. In contrast, the University/Schools Program
seems to add an additional layer of administration for a limited service
that we believe can be accomplished within existing resources. Conse-
quently, we recommend deletion of the $578,000 requested for this
purpose.

IV. TEACHING HOSPITALS

The university operates five hospitals—the UCLA Medical Center, the
UCSF Hospitals and Clinics, the UC San Diego Medical Center, the UC
Davis Medical Center, and the UC Irvine Medical Center. These
hospitals: : : '

» support the university’s clinical instruction program,

. selaze as a community resource for highly specialized (tertiary) care,

an

o provide the clinical setting for local community and state university

students in allied health science areas.

In 1988-89, the operating costs of these hospitals will be $1 billion,
supported primarily by revenue from patient fees, insurance companies,
Medicare, the Medi-Cal program, and other public entities.

A. BACKGROUND ON TEACHING HOSPITAL SUBSIDY

In 1985-86, the Governor and university submitted an eight-year
expenditure plan to the Legislature to address projected operating losses
at the Davis, Irvine and San Diego teaching hospitals. The intent of this
Flan was for the state to assist the hospitals in two ways: (1) by providin

unds for cost saving/revenue enhancing capital outlay projects an
equipment purchase projects at the hospitals, and (2) by providing an
operating subsidy for the hospitals which would decrease over a seven-
year period. :

In response, the Legislature provided one year contingency funding in
the 1985, 1986 and 1987 Budget Acts with no explicit commitment to a full
eight-year plan. Because net operating gains at the three hospitals were
positive in 1985-86 and 1986-87 no operating subsidy was needed for those
years (although the 1986 Budget Act provided $9.6 million to subsidize
losses incurred at Irvine prior to 1985-86). For 1987-88, the budget
estimates an operating subsidy of $8 million. At the time, however, it is
too early in the year to accurately estimate a subsidy amount, if any, for
1987-88.

In addition to the operating subsidy, a total of $45.9 million in revenue
bond financing for capital outlay projects at the three hospitals has been
approved by the Legislature in the last three years.

B. THE GOVERNOR'S 1988 BUDGET PROPOSAL (ltem 6440-016-001)

The budget requests: ‘

o a 86 million appropriation from the General Fund to offset any net

losses in 1988-89 at the Davis, Irvine and San Diego hospitals.

o adoption of Budget Bill language expressing legislative intent. to
rovide, in the 1988-89 deficiency bill, up to an additional $3 million
rom the General Fund if the $6 million appropriation is insufficient

to offset the net losses, and

o $49 million for capital outlay projects at the hospitals, payable from

the High Technology Education Revenue Bond Fund.




972 / POSTSECONDARY EDUCATION Item 6440

THE UNIVERSITY OF CALIFORNIA—CoﬁIinued

The analysis that follows focuses on the special operating subsidy. The
capital outlay proposal is discussed later in this Amnalysis with the
university’s other capital outlay requests.

Too Early To Appropriate 1988-89 Operating Subsidy :

We recommend deletion of $6 million requested from the General
Fund for an operating subsidy in 1988-89 because of the uncertainty of
projections of net gains and losses. :

We further recommend the adoption of Budget Bill language express-
ing intent to appropriate up to 39 million in the 1989 Budget Bill to
offset any 1988-89 losses that might occur at the three hospitals with the
provision that any 19588-89 operating loss first be offset by any 1987-88
operating gain. (Delete Item 6440-016-001 and add Budget Bill lan-
guage to Item 6440-001-001.)

Table 12 shows that the Davis, Irvine and San Diego hospitals currently
glroject deficits (net losses) of $8.1 million for 1988-89. Many factors, as

iscussed below, make it difficult to accurately predict the hospitals™ gains
or losses this far in advance.

Difficulty of Making Estimates. An illustration of the difficulty of
estimating hospital gains or losses 18 months in advance is shown in Table
12. In January 1985, the university estimated a net loss of $24 million for
the three hospitals in 1985-86. However, 18 months later the hospitals
reported a net gain of $15 million, a “bottom line” change of $39 million.

Table 12

The University of California
Davis, Irvine, and San Diego Teaching Hospitals -
Summary of Net Gain and Loss
1985-86 through 1988-89
(dollars in thousands)

1985-86 1986-87 1987-88 1988-89
Est. Actual ~ Est.  Actual  Est.  Est Est.
1/14/85 6/30/86 1/22/86 6/30/87 12/11/86 1/7/88 1/7/88

Davis .
Operating..........ooeveennnne —$11,682 —$4444 —$8,216 $786  —$8852  §$1.442 $311
Nonoperating ............. e 1,862 12,750 2212 - 231 2512 2380 755
Net Gain/Loss.............. -$9,820 $8306 —$6,004 - $3,163 - —$6340 $3,822 $1,066
Irvine
Operating ........c.cccoeeneenn —$10871 $772 —$9375 —$1,052 —$6964 —$9,515 —$10,800
Nonoperating ................. — 2959° — 1800 126 2082 .- 1082
Net Gain/Loss.............. —-$10,871 $3,031* —$9375 $748 —$6838 —§7433 - —$9,718
San Diego ' ” :
Operating.............co.v.es —$3,750 $2202 -—$6,113 $5349 $4612  $1,166 $132
Nonoperating ................. — 1452 — 1,788 —117 500 400
Net Gain/Loss.............. —$3,750 $3654 —$6,113 $7,137 $4,495  $1,666 $532
Totals » .
Operating ..................... —$26,303 —3$1,470 —$23,704 $5083  —$11204 —$6,907 —$10,357
Nonoperating ................. 1862  16461* 2212 5965 ‘ 2521 4962 2,237
Net Gain/Loss .............. —$24441 $14991°* —$21,492 $11,048 —$8,683 —§1945 —$8,120

Difference .................. $39,432 $32,540 A $6,738

2 These amounts exclude the $9.6 million state operating subsidy appropriated in the 1986 Budget Act.
The intent of this operating subsidy was to offset the combined net loss at Irvine for the 1983-84,
1984-85, and 1985-86 fiscal years. .
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In January 1988, the university estimated a net loss of $21 million for the
three hospitals in 1986-87. However, 18 months later the hospitals
reported a net gain of $11 million, a “bottom line” change of $32 million.

The following factors make estimates of the hospitals’ “bottom line”
difficult: ,

e The volume of activity is highly unpredictable,

e Revenue varies by type of activity. For example, increases in
obstetrics and pediatrics caseload may lead to losses while increases
in surgery may lead to gains,

¢ Revenue also is affected by the financial capability of the patient. For
example, patients who have private insurance generally pay for their
services in full, while those on Medi-Cal do not,

¢ Federal, state and local government reimbursement rates have not
been predictable, and

¢ One-time adjustments to prior-year income as a result of settlements
with third party sponsors, such as Medicare and Medi-Cal, are
unpredictable.

Consequently, our analysis indicates that given prior history and the
uncertainty of estimating hospital net gains or losses, the requested
appropriation of $6 million may set aside too much to offset actual losses.
Accordingly, we believe it would be more appropriate to defer the
1988-89 subsidy issue until the Legislature considers the 1989 Budget Bill.
This would allow for a decision closer to the end of the hospitals’ fiscal
year when a much more accurate estimate of activity can be made. The
Legislature uses a similar process to pay for COLAs for county welfare
department administrative staff. Specifically, the state does not cover its
share of the COLAs given to county welfare department staff until the
year after the COLAs are granted.

We note that deferral does not diminish the state’s commitment to
provide the teaching hospitals with up to $9 million to offset any loss that
they might experience in 1988-89. Moreover, this course of action would
allow alternative uses of $6 million from the General Fund in the budget
year. :

Prior Year Gain Should Offset Budget Year Loss. We further believe
that it is sound public policy to have the hospitals first offset any budget
year loss with any gain made in the prior year. For example, it the San
Diego hospital were to experience a net loss in 1988-89 we believe its
opérating gain in the prior year (1987-88) should be used as the first offset
to the loss. In the absence of this provision, UC would retain any gain for
UC general hospital expenditures. This provision provides for prudent
management of the hospitals’ operating Eudget on an ongoing basis.

We therefore recommend that the Legislature delete Item 6440-016-
001 and adopt the following Budget Bill language in Item 6440-001-001
expressing intent to provide up to $9 million in the 1989 Budget Bill to
ofget net losses incurred by the three hospitals in 1988-89, provided that
these losses exceed net gains realized in 1987-88:

It is the intent of the Legislature that up to $9 million be appropriated
in the 1989 Budget Bill for transfer to the University of California, upon
the order of the Director of Finance, to offset net losses incurred at the
Davis, Irvine, and San Diego teaching hospitals for the 1988-89 fiscal
year, provided that the net losses exceed net gains realized in 1987-88.
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V. OPERATION AND MAINTENANCE OF PLANT

Operation and maintenance of plant includes activities such as building
maintenance, janitorial services, and utility purchases. Expenditures and
funding sources for this program in the prior, current, and budget years
are shown in Table 13.

Table 13

The University of California
Operation and Maintenance of Plant
Summary of Expenditures and Funding
1986-87 through 1988-89
{dollars in thousands)

Change from
Actual Est. Prop. 1987-88

Elements 19586-87 198788 198889  Amount  Percent
Plant administration............cccevvivene. $7,819 $9,578 $9,734 $156 16%
Building maintenance...................... 40,738 53,867 58,727 4,860 9.0
Grounds maintenance................co.u.es 12,902 14,292 14,292 - -
Janitorial services.........cocoeiiieiiennne. 37,974 43,983 44674 691 16
Utilities purchases.............cooveenveniid 69,247 80,999 82,312 1,313 16
Utilities operations .............c..ooivivene. ‘11,894 16,530 16,798 268 16
Refuse disposal ..........c.ccocvvniernnen.. 2,720 3,292 3,345 53 16
Fire protection ..........ococvevvniniennnns 1918 2,480 2,492 12 05
Deferred maintenance..................... 14,620 15,324 15,324 — —
Special repairs........ccoovevniiiiniiininn. 746 4544 5,794 1,250 215

TOtAlS. vt iverneniereeeieenrienienens $199,878  -$244.889  $253,492 $8,603 35%
Funding Sources
General funds.......................o. 3185507  $230,852  $238205 87,353 3.2%
Restricted funds...............c..c.ov.n. 14371 4037 15987 1250 89
Personnel-years............coeenieninnnn. 3,023 3272 3317 45 1.4%

The budget proposes total support of $253 million—$8.6 million (3.5
percent) more than estimated current-year expenditures. The increase
occurs throughout most of the program elements and consists of the
following two components supported from the state General Fund:

o Workload—$3.3 million for workload related to 600,500 square feet
of additional state-maintained building area.

o Standards Improvements—$4 million for building maintenance
standards improvements.

We recommend approval of the improvemént in building maintenance
stanéiards because it is based on findings in UC’s ongoing study of these
needs.

More Information Needed on Workload and Laurel Heights Requests

We withhold recommendation on the General Fund maintenance
requests of (a) $3.3 million for increased workload and (b) $568,500 for
the Laurel Heights building, pending review of nonstate funded
projects.

The budget requests the following from the General Fund: (1) a $3.3
million augmentation for maintenance support of 600,500 square feet of
additional building space and (2) a $568,500 continuation in the base
budget for maintenance support for 113,700 sq. ft. (30 percent) of the
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Laurel Heights building in San Francisco. Slightly over one-half (52
Eercent) of the maintenance augmentation is for space recently acquired
y UC with nonstate funds.

UC believes that the state should fund maintenance costs for certain
buildings that UC acquires with nonstate sources. Last year the Legisla-
ture, based on our recommendation, directed UC to suf‘;mit justification
for state assumption of these costs including the recently purchased
Laurel Heights building in San Francisco. The Legislature’s intent was to
require the same review of additional space addecf1 from nonstate funding
sources as that required for space added with state funds.

The university submitted information on 88 nonstate funded projects in
December. As of the preparation of this analysis we had not completed
our review. Consequently, we withhold recommendation on the work-
load and Laurel Heights requests pending further review of this infor-
mation.

V1. STUDENT FINANCIAL AID

There are four major sources of financial aid available to University of
California students—the state, the federal government, university re-
sources, and private donors and outside agencies. In 1986-87, approxi-
mately 67,000 students received assistance from one or more of these
sources, at a cost of $288 million.

Expenditures and funding sources for the Student Financial Aid
Program in the prior, current, and budget year are shown in Table 14. As
the table shows, the budget proposes $74.8 million for the Student
Financial Aid Program in 1988-89, an increase of $1.5 million (2 percent)
above estimated current-year expenditures. The increase of $1.5 million
is entirely from the state General Fund and is proposed to offset the
pgciposeg systemwide fee increase for students with demonstrated finan-
cial need.

Table 14
The University of California
Student Financial Aid
1986-87 through 1988-89
{(dollars in thousands)

Change from
Actual Est Prop. 1987-88
1986-87 1987-88 198889  Amount  Percent
Student Financial Aid...................... $70,879 $73,268 $74,759 $1,491 2.0%
Funding Sources )
General funds.............................. $37,332 $39,028 $40,519 31,491 3.8%
Restricted funds............................ 33547 34,240 34,240 — —

1. Student Fee Increases Proposed for 1988-89

The Regents propose to increase systemwide student fees by $60 (4.4
percent) in 1988-89 (undergraduate and graduate students pay the same
fee). The methodology used to calculate this increase is in accordance
with the fee setting policy adopted by the Legislature in 1985 (Ch
1523/85) . Table 15 shows systemwide fee levels in the prior, current, and
budget years. (In addition to the systemwide fee, undergraduate and

acfuate students will pay $118 and $100 respectively in campus-based
ﬁ:es.) The revenue raised by the systemwide fee increase totals $8.9
million. :
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Nonresident tuition, which is paid in addition to the systemwide fee,
will be $4,506 in 1988-89, an increase of $216 (5 percent) above the
current-year level. This fee is discussed in our analysis of the California
Postsecondary Education Commission (Please see Item 6420).

Table 15
The University of California

Systemwide Student Fee Levels
1986-87 through 1988-89

Change from
Actual FEst. Prop. 1987-88
Fee 1986-87 1987-88 1988-89  Amount Percent
Systemwide........oovviiiiiiiininininn.n. $1,2452 $1,374 $1,434 $60 44%

8 Graduate students paid $60 more than undergraduates in 1986-87.

2. Financial Aid Funds for UC Cal Grant Recipients Should be Transferred
to the Student Aid Commission

We recommend that $2.6 million be transferred from the amount
budgeted for UC’s financial aid program to the Student Aid Commis-
sion’s Cal Grant program, because program consolidation better serves
Cal Grant student recipients. Our recommendation would fully fund
the Cal Grant program to offset systemwide student fees for UC grant
recipients. (Reduce Item 6440-006-001 by $2,584,000 and increase Item
7980-101-001 by $2,584,000.)

As discussed in our analysis of the Student Aid Commission (SAC), the
state provides General Fund support for a statewide Cal Grant program,
under which financial aid grants are awarded to students in public and
private postsecondary education institutions. The Cal Grant “A” program
provides funds to offset student fees, and the Cal Grant “B” program
covers fees as well as other expenses. These awards were originally
intended to cover the entire systemmwide mandatory fee at UC. The
commission indicates that approximately 18,600 Cal Grants will be
allocated to UC students in the budget year.

The state also funds student financial aid through the UC budget. As
shown in Table 14, this state General Fund aid totals $39 million in the
current year. This General Fund support initially was established in
1984-85 in order to provide student aid specifically to offset the significant
increase in the systemwide mandatory fee implemented in that year. The
Legislature created this campus-based program of student aid in lieu of
augmenting the Cal Grant awards to keep pace with the fee increase.
This has led to a bifurcated system in which Cal Grants (administered by
SAC) now cover only a portion of UC fees—about 78 percent of the $1,374
fee in 1987-88.

Since 1984-85, state financial aid has been adjusted to cover all fee
increases at UC and CSU. As mentioned, the budget proposes a $1.5
million augmentation sufficient to offset the proposed $60 UC fee
increase in 1988-89 for financially needy students.

Because the Cal Grant program is not funded at a level sufficient to
fully offset student fees, a large number of students at UC—estimated at
8,500 in 1988-89—will receive both Cal Grants and UC state-supported
financial aid. Given that both programs are designed to achieve the same
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objective, we find no policy basis for continuing this bifurcated system.
We believe that it would be more rational and efficient to transfer to the
Cal Grant program that portion of the UC financial aid program
associated with awards to UC students who also receive Cal Grants. These
funds would be designated for allocation to Cal Grant recipients attend-
ing UC, and should be sufficient, when combined with budgeted Cal
Grant awards, to fully offset systemwide mandatory fees at UC. This
would be beneficial to students receiving these grants because the
students would not have to wait until a decision is made on the
campus-based financial aid program in order to determine the amount of
aid that will be provided to offset fees.

Accordingly, we recommend that $2.6 million be transferred from UC’s
budget to the Student Aid Commission’s budget. This would not change
the total level of funding allocated for student aid.

We make a similar recommendation in our analy51s of the Cahforma
State University. Both recommendations are discussed in greater depth in
our analysis of the Student Aid Commission (please see Itemn 7980).

3 Financial Aid Program Is Overbudgeted

We recommend that $408,000 in General Fund support ‘proposed for
increasing UC student financial aid be deleted, in order to eliminate
double-budgeting. (Reduce Item 6440-006-001 by $408,000.)
 We further recommend a technical correction to transfer $1.5 million
Jrom the main support item to the financial aid item. (Reduce Item
6440-001-001 by $1,491,000 and Increase Item 6440-006-001 by $1,491,000).

As noted in the preceding recommendation, the UC budget proposes
an increase of $1 5 million for the student fmanmal aid program to offset
the proposed increase of $60 in fees for needy students. Because the
Governor also proposes a 4.5 percent increase in Cal Grants to offset UC
student fee increases in the Student Aid Commission’s budget, there is
double-budgeting - associated with those UC students who will receive
both a Cal Grant and UC state financial aid. We estimate that this
amounts to $408,000.

In order to correct this error in the budget, we recommend deletion of
the $408,000 from the amount proposed for the UC financial aid program,
for a corresponding General Fund savings.

The Budget Bill also proposes the $1.5 million financial aid increase in
the main support item rather than in the student financial aid item. This
is an error. To correct this, we recommend that the aid funds be
transferred from the. main item (6440-001-001) to the financial ald item
(6440-006 001 )

VII. UNALI.OCATED ADJUSTMENTS

The Unallocated Adjustments Program serves as a temporary holding
account for appropriations which eventually will be allocated by the
Office of the President to the campuses, and by the campuses to the
operating programs. This program, shown in Table 16, includes funds for
(1) allocation to other programs, (2) price increases, and (3) employee
compensation increases.
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Table 16
The University of California
Unallocated Adjustments
1986-87 through 1988-89
{dollars in thousands)

» Change
i Est. Est. Prop. Jfrom
Elements " 1986-87 1987-88 1988-89 1987-88
Provisions for Allocation
Lease payments on revenue bonds ........... - $312 $15,000 " $14,688
Budgetary savings target ............coveuenes — —74,069 —66,720 7,349
Other Provisions ..........oocvvvevreerreeenes $12,801 . T9423 . 84,433 5,010
Subtotals, Provisions for allocation.......... ($12,801) ($5,666) ($32,713). ($27,047)
Fixed Costs and Economic Factors .
Salary annualization ....................ceell — — $35,370 $35,370
Faculty merit salary increase. .. - - 15,178 15,178
Price INCTeases ....ovvvvveriiienrevereensennennn — — 17,167 17,167
Social SECUrity.....ovvvvrniviriiiniieneie — - 5,010 5,010
UC Retirement System rate reduction. . ...... — — —18,500 —18,500
PERS rate reduction.............ccoeovevinenn. —_ —_ —686 686
Employee compensation increase............. — — 41,243 41,243
Subtotals, Fixed costs.........cocevvieninnns (=) (=) ($94,782) . ($94,782)
Grand totals .....voovviviiiiieeniiiniinnen, $12,801 $5,666 $127.495 $121,829
Funding Sources ‘ .
General funds...................cccvvviiieenn.. $IZ801  —$96618  §75441  $103059
Restricted funds....................c....ooounll. — 39284 59,054 19770

1. Fccﬁliy Salary Proposal Would Not Achieve Parity (Item 6440-011-001)

We withhold recommendation on the proposed UC faculty salary
increase until the May Revision is available, in order to evaluate
whether it is financially feasible to provide faculty salary increases
which are at parity witz UC’s comparison institutions.

The UC budget proposes an expenditure of $41.2 million to increase
employee compensation in 1988-89. Of this amount, $11.2 million is for
benefits, while the balance of $30 million would be used to provide the
followmg salary increases, effective January 1, 1989: 3 percent for faculty,
4 percent for nonfaculty, and an additional 1 percent for “special salary
and other adjustments” for nonfaculty employees.

Pursuant to SCR 51 of 1965, the California Postsecondary Educatlon
Commission (CPEC) annually submits to the Legislature an analysis
comparing UC faculty salaries and fringe benefits to an agreed-upon
group of prestigious universities with which UC competes for faculty. The
comparison group is intended to provide a benchmark for the Leglslature
to use in determining what salaries UC should offer.

In response to recent CPEC action, the budget reflects a change in
UC’s comparison group of universities. ‘Specifically, the University of
Wisconsin-Madison and Cornell University are replaced with the Univer-
sity of Virginia and the Massachusetts Institute of Technology (MIT). We
have reviewed this request and agree with CPEC and the Department of
Finance that this change is Justlﬁed The revised group consists of:

Harvard University University of Illinois-Urbana Campus
Stanford University : University of Michigan-Ann Arbor

Yale University State University of New York at Buffalo

MIT University of Virginia
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Table 17 shows the CPEC data which indicate that while UC’s all ranks
average salary—§57,541—is 3.3 percent ahead of the comparison group in
1987-88, a full year faculty salary increase of 3 percent would be needed
in 1988-89 for UC to be at parity with this group. As -mentioned, however,
the budget proposes $13.2 million for a January 1989 increase of 3
percent—one-half of the amount required for a 3 percent increase for the
full year.

' Table 17
The University of California
Faculty Salary Increase Required to Achieve Parity
With Comparison Institutions

~ 1988-39 .
i - Percentage
Change
uc Comparison Group ‘ Required in
Average Salaries® - - UC Salaries
Salaries Actual Est Actual Est,
Academic Rank - 1987-88 1987-88 1988-89 1987-88 1988-89
Full Professor ..........covvviviieennnnnns $65,881 $63,719 $67,772 —-3.3% 2.9%
Associate Professor 43,574 43,394 46,280 -04 62
Assistant Professor 38,424 35,573 38034 - 74 =10
All Ranks Average................... $57,541 $55,664 $59,258 -33% .. . 30%

#Comparison group salary average by rank is an unweighted average. The all-ranks average for the
_ comparison group is based on the following UC staffing patterns for 1988-89: full' professors 66
percent (3,425), associate professors 19 percent (1,009), and assistant professors 15 percent (757).

" In the past, we have consistently recommended that faeﬁlty receive. a
salary increase sufficient to bring them to a parity level with comparison
institutions. We continue to believe that salary parity is the appropnate

‘method to determine annual salary levels. Because of the state’s fiscal

situation, however, this may not be poss1ble Consequently, we withhold
recommendation until the ° ‘May Revision” when updated budget infor-
mation on expected revenues and expenditures will be available. At that
time we will advise the Legislature on the financial feasibility of
augmenting the UC budget to provide salary parity for faculty.

2. UC Price Increases Are Unjustifiably Greater Than Those of Other Siate
‘Agencies

We recommend deletion of $6.2 million of the amount requested from
the General Fund Jor UC price increases because the amount requested
is in excess of the increases granted other state agencies ‘and there is no
analytical reason to provide UC with greater increases. (Reduce Item
6440-001-001 by $6,173,000.)

The UC budget requests $17.2 million from the General Fund to
provide for price increases in 1988-89. Our review indicates that several
items of expenditure, shown in Table 18, will receive far greater increases
than authorized by the DOF price letter for 1988-89. This is' because UC
has been given price adjustments on many items for both the current
year and the budget year.
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Table 18
The University of California
Comparison of Selected Price Letter/Book Allowances and Increases
- Proposed for the University of California
‘ - 198889 .
(dollars in thousands)

Sample of
Dept. of Finance Increase Proposed Above

Price Letter Proposed Price Letter
Expenditure Category Allowances forUC Percent  Amount
Library subscriptions............... ST 79% 19.4% 11.5% $1,817
Medical supplies...........ccoveeninininines 62 13.5 13 1,089
Data processing..........c..ccoeiviininennnns 338 10.5 6.7 907
Financial aid..........c.cocoevvveniniiennn. —_ 2.0 2.0 724
Printing/publications....................... 100 20.0 10.0 437
Telephones .............c.oovvieiviniannn. - 2.0 20 411
Printing/forms.........c.ccooevnininininnins 100 200 100 401
Hardcover books ..........ccocevvvenennnen. 59 84 25 364
Office machine maintenance .............. 43 154 111 308
Repair/minor alterations................... » 17 30 13 305
Photocoping/reproduction................. 18 6.2 44 299
Oil and propane............ccceuveninnnnen, - 4.6 46 181
External audit ............oeviniiinnnininne 22 48 26 12

Totals.....eveernininininiieniienanenns — — — $7,253

In the course of our review, we identified no other state agency budget
with a proposed two-year price increase. A comparison with the Califor-
nia State University (CSU) budget illustrates the magnitude of the
adjustment reflected in UC’s budget. For example, the CSU budget

roposes an increase of 7.9 percent for library sugscriptions (the price
etter allowance for 1988-89) compared to the 19.4 percent increase
proposed for UC (the price letter increase for 1987-88 and 1988-89).
Further, the CSU budget proposes no price increase for student financial
aid compared to the 2 percent ($724,000) price increase proposed for
UC’s state-funded financial aid. '

Most state programs have experienced a loss of purchasing power in
recent years due to the effects of inflation. We cannot identify any unique
analytical reason to justify the “special increases” proposed for UC in
1988-89° when virtually a]).{ state agencies have experienced the same
budgetary constraint. Provision of an extraordinary inflation adjustment
is appropriately a policy issue for the Legislature. We, therefore, recom-
mend that UC’s budget be comparable with all others. Because the DOF

rice letter for 1988-89 allows agencies to use either (1) specific cost
actors identified in the letter, or (2) a 2.5 percent increase, we
recommend a reduction of only $6.2 million to the UC budget rather than
the $7.3 million shown in Table 18. With this reduction, UC will be
provided with a general price increase of 2.5 percent—the same as that
proposed for CSU. '

3. UC Benefits Are Overbudgeted

- We recommend deletion of $4.4 million requested from the General
Fund to provide price adjustments for UC employee benefits because
UC’s benefits in recent years have unintentionally increased more than
other state employees. The intent of this recommendation is to gradu-
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ally reestablish parity between UC employees and other state employ-
ees. (Reduce Item 6440-011-001 by $4,416,000.)

The budget requests $11.2 million for employee benefit increases, $4.4
million of which is proposed for price increases for health insurance.
Traditionally, the state’s policy has been to provide comparable benefits
between UC and all other state employees. Table 19 shows that starting
in 1983-84 the state’s contribution for health insurance benefits per UC
employee became higher than the state’s contribution for other employ-

ees. In 1987-88 this “benefit gap” between state contributions for UC .

employees and all other state employees ranges from $53 to $155 per
month per employee. ‘

Benefit Gap Is Based on Budget Error. Based on our review of the
1983-84 budget process, we found that UC did not request a benefit
improvement (beyond price level adjustments) in that year. Further
neither the Governor nor the Legislature expressed any intent to provide
an improvement in benefits for UC greater than those of other employ-
ees.

Furthermore, we found no evidence that UC reallocated funds from
salary increases to provide benefit improvements. UC faculty received
the full salary increase granted by the Legislature while UC staff
employees received the same salary increase as that granted to other
state employees. Based on these reviews, our analysis indicates, as
discussedli)elow, that UC’s increased benefits were the result of an error.

1983-84 Methodology Didn’t Work. The methodology used in 1983-84
attempted to provide UC with equivalent benefit increases by estimating
a gross increase for all employees based on a percentage of UC’s salary
base. As Table 19 shows, this methodology did not work. Under this
methodology, UC received far more than was needed to maintain parity
of employee benefits. Consequently, the health benefit contribution per
UC employee in 1983-84 was as much as $97 per month more than that
provided to other state employees. The resulting “benefit gap” was thus
an unintentional result, not a conscious policy decision.

The DOF subsequently changed this methodology. The new method-
ology uses the same dollar amount per employee for both UC and other
state employees to calculate the increase in overall benefits. However, it
does not address the differences that have been built into the baseline
budget since 1983-84. We find no analytical reason to maintain these
differences. Consequently, we recommend a phased approach to equal-
ize the baseline budget. Specifically, we recommend that the state
contribution per UC employee be held at the 1987-88 amount until the
state’s contribution for other employees reaches the UC level.

By gradually reestablishing parity, this recommendation would result
in minimal disruptions for UC employees. In the budget year, the
practical effect of this phased approach would mean that the state’s
contribution for a UC employee with two dependents would remain at
the current-year level of $388 per month as shown in Table 19. The state’s
contribution for its other employees with two dependents would increase
from the current-year level of $233 per month to an estimated $258 per
month. The current-year benefit gap of $155 per month between UC
employees and other state employees would be reduced to an estimated
$130. We recommend continuation of this process in subsequent budgets
until the benefit gap is closed. For 1988-89, this recommendation results
in a General Fund savings of $4.4 million.




Table 19

The University of California
Maximum Monthly Employer Contribution for Health Insurance
Comparison of State Civil Service and CSU to
University of California Employees
1979-80 through 198788

Employee Employee + 1 Employee + 2
Civil Civil Civil

Service Amount UC Service Amount UC Service Amount UC

and Above other and Above other and Above other

csUu uc Employees csSU uc Employees csU uc Employees

197980 ..cviiieeniieeninnenanns $43 $43 — $79 $79 - $102 $102 E—
1980-81....cvueniviniiininininnn.n, 49 49 —_ 90 90 — 117 117 —_—
1981-82. .. iiviieiiiciiniianees 58 58 — 107 107 —_ 138 138 —_
1982-83. . .uvvieeriiieaiineeens 1 71 — 133 133 - 168 168 —_
198384 July .ivvvvenninninnnnn. 76 88 $12 148 160 $12 185 191 $6
December................ 76 101 25 148 214 66 185 282 97
198485 July .....oovnenviinnnennns 86 101 15 167 214 47 209 282 73
December................ 86 136 50 167 279 112 209 366 157
1985-86 July .......ovvvvininiinnnns 85 136 51 158 279 121 211 366 155
December................ 85 114 29 158 237 79 211 312 101
198687 JUly ... 88 114 % 163 237 4 219 312 93
" December................ 88 . 128 40 163 263 100 219 346 127
198788 JUly <. 92 128 36 174 263 89 233 346 113
December................ 92 53 174 296 122 233 388 155
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4, Reappropriation Provision in Need of Change (Item 6440-490)

We recommend a- change in UC Budget. Bill language to restrict
reappropriations of unencumbered balances to only those that result
Jrom actual budgetary savings. The intent of this restriction is to
eliminate reappropriation of balances due to underestimation of
income. :

In order to encourage prudent management, the Legislature added
language in the past four Budget Acts that reappropriates unencumbered
balances from UC’s prior year budget for specified expenditures—(1)
replacement of instructional equipment, (2) deferred maintenance, and
&Z}l) special repair projects—in the subsequent year. It was the intent of
the Legislature that the unencumbered balances affected by this lan-
guage be the result of savings in state expenditure programs. ‘

" UC’s' unencumbered "balances, however, result from two factors—
budgetary savings and income in “excess” of budget projections. Table 20
shows that over the past four years excess income has accounted for 96
percent ($48.9 million) of UC’s unencumbered balance. This excess
income was primarily the result of UC’s underestimation of overhead
income from federal contracts and grants. :

Table 20
The University of California
Item 6440-490 Unencumbered Balances and Allocations
* 1983-84 through 1986-87
(dollars in millions)

. Totals
! 198384 198485 198586 198687 Amount Percent
Source of unencumbered balance
Excess income...........oooovvniin, . $44 $14.5 $15.2 $148 - $489- 95.9%
SaVINGS.. .. evnivieirneneri s 18 0.3 — — 2.1 4.1
Totals, Unencumbered balances. . $6.2 $14.8 $152 $14.8 $51.0 100.0%
Subsequent year allocation
Returned to state............civvennn —_ $6.0° $5.0° — $11.0- 21.6%
Expended by UC.................... 62 88 102 $148 00 784

2The 1985 and 1986 Budget Acts required that $6 million and $5 million respectively, of unencumbered
balances be returned to the state (“recaptured”) before UC received any remaining balances.

Incentive of Language Works Against the General Fund. As men-
tioned, the central justification for the reappropriation language was to
allow UC to ‘retain savings that it realize'g during' the year through
prudent use of its state dollar resources. We agree with this concept. Our
analysis, however, indicates that the majority of the “savings” have not
been the result of prudent management but rather of underestimating of
income.

UC’s projected income is a direct offset to the General Fund. Thus, if
income is projected to increase during a budget year, the amount
appropriated from the General Fund to UC correspondingly decreases.
However, if UC income actually increases above the projected amount
once the budget is enacted, the reappropriation language enables UC to
keep all of the excess.

32—T77312
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We believe that the current arrangement creates an incentive for UC
to underestimate income and should be removed from the budget
language. We therefore recommend that the following Budget Bill
language be added to Item 6440-490 to exclude excess income from the
amount available for reappropriation while still retaining the incentive
for UC to prudently manage its General Fund dollars:

The unencumbered balance subject to reappropriation shall not in-
clude excess income.

5. Budgetary Savings

We recommend deletion of the requested $7.3 million from the
General Fund to provide a reduction in UC’s budgetary savings target
because there is no analytical reason to grant UC a reduction to its
savings target when similar adjustments are not made for other state
agencies. (Reduce Item 6440-001-001 by $7,349,000.)

In the current year, UC’s budgeted savings target for personal services
and operating expense and equipment is 3.9 percent ($74.1 million) of its
state General Fund appropriation. The budget proposes to reduce this
savings target to 3.3 percent ($66.7 million) with a corresponding
increase of $7.3 million in General Fund support.

An angmentation of $12 million for 1988-89 was requested by UC as the
first year of a three-year $36 million plan to reduce the savings target to
a 2 percent level. The university argues that this reduction is justified
because the current 3.9 percent target is not “natural” but rather the
result of “unspecified buchet cuts mandated by the state and underfund-
ing of staff merit and price increases, which had to be funded by
increasing savings targets.”

As discussed in our earlier recommendation on price increases, most
state programs, including the -university, have experienced a loss of
purchasing power in recent years due to the effects of inflation and the
underfunding of merit salary adjustments. Our analysis, however, has not
identified any unique analytical reason to reduce UC’s budgetary savings
target. While the savings target has increased due to unspecified reduc-
tions, we find that these reductions were applicable to most state
agencies. For example, the California State University (CSU) has been
subject to the same unspecified reductions. The budget, however,

roposes no augmentation to the CSU budget to restore its past under-
unding of merit or price increases. Provision of such an adjustment for
UC is appropriately a policy issue for the Legislature. We therefore
recommend that this request be deleted, for a General Fund savings of
$7.3 million in 1988-89.
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Item 6440-301 from the 1988
Higher Education Capital
Outlay Bond Fund and the
High Technology Educatlon

Bond Fund _ Budget p. E 86
Requested 1988-89..........ruuuvmmmmmmnnnns rererreeenessssreres reresitressrsssennenneens $185,467,000
Recommended approval ..., s 75,208,000
Recommended reduction............nivsinesicinccnsiones 7,143,000
Recommendation pending ........cc.eciereveinennsinnnnressissererorerssnes 90,657,000
Recommended Fund Transfer ................ eerereisteterennborerestianeranen 12,459,000

. S ' : ‘ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Insufficient Funds to Complete Projects. Recommend the 987
Legislature make appropriations to projects that are consis-
tent with the Legislature’s policy guidelines and funding
criteria and which can be completed within the Legislature’s
financing plan.

2. University Hospitals Should Pay Revenue Bonds Costs 988
Recommend the Legislature adopt Budget Bill language

ecifying that the University of California pay the annual
dp bt service costs for revenue bonds.issued for hospital
improvements from hospital funds, (Future General Fund
savings up to $119.5 million.)

3. Davisand San Diego Hospital Improvement Projects. With- 991
hold recommendation on $33,303,000 in Item 6440-301-525
for three hospital improvement projects at Davis and San
Dlego Medical Center Hospitals pending receipt of prelim-
inary plans and cost estimates. Recommend the University of _
California, prior to completing preliminary plans and cost
estimates fox the Davis Medical Center intensive care unit
expansion, take steps to reduce the estimated construction
cost. (Future savings: up to $785,000.)

4. Irvine—Cancer Center. Reduce Item 6440-301-785 (4) by 992
$1,014,000. Recommend deletion of equipment funds for the
Cancer Center because the facility will not be completed in
1988-89 and thus thée equipment will not be needed.

5. Irvine—Psychiatric Inpatient Facility. Reduce Item 6440- 992
301-525(5) by $657,000. Recommend reduction of funds for
construction of the Irvine Medical Center’s psychiatric
inpatient facﬂlty to reflect cost authorized by the Legisla-
ture. -

6. San Diego—Undergraduate Sciences Building. Withhold 993 .
recommendation on $404,000 in Item 6440-301-785(28) for
preliminary plans and working drawings for renovation of
the Undergraduate Sciences Building at San Diego pending
receipt of additional information and final cost estimates.

7. Irvine—Science Library. Reduce Item 6440-301-525(16) by 995
$352,000. Recommend reduction of funds for preliminary =
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plans of the new science library project at Irvine because the
proposed construction cost is in excess of state guidelines for

other state library facilities. (Future savings: $10.6 million.) -
. San Diego—Central Library Addition. Withhold recommen-

dation on $1,079,000 in Item 6440-301-785(24) for working
drawings of the central library addition at San Diego pend-
ing completion of preliminary plans. .

. Davis—Engineering Unit 2. Reduce Item 6440-301-785(12)
by $215,000. Recommend reduction of funds for preliminary -

plans for Engineering Unit 2 at Davis because the estimated

cost for class laboratory, support, and office space is too high

and construction of a second wind tunnel has not been

- justified. (Future savings: $5.8 million.)

10.

11.

12.

13.

14.

15.

16.

17.

Los  Angeles—Fowler = Museum. Reduce Ttem

6440-301-785(20) by $1,836,000. Recommend deletion of
funds for working drawings and censtruction for completion

of new space in the Fowler Museum at Los Angeles because
state-funded new space for classrooms, research laboratories,
and an organized research unit is not justified.

San Diego—Sciences Building. Reduce Item
6440-301-785(29) by $1,530,000. Recommend deletion of

funds for preliminary plans for the new science building at.

San Diego because project space exceeds state guidelines.
(Future savings: $46 million)

Santa Cruz—Earth and Marine Sciences Building. Withhold
recommendation on $2,790,000 in Item 6440-301-785(37) for
preliminary plans and working drawings for the New Earth
and Marine Sciences Building at Santa Cruz pending addi-

“Item 6440

995

996

998 .

999

11000

tional information concerning space allocations for laborato-

ries.

Preliminary Plans Not Completed for New Research
Projects. Withhold recommendation on $33,899,000 in Item
6440-301-785 for Los Angeles—Chemistry and Biological
Sciences Addition ($32,929,000) and (31) Santa Barbara—
Physical Sciences Building ($970,000) pending receipt of
preliminary plans and cost estimates for these projects.
Preliminary Plans Not Completed for Research Renovation
Projects. Withhold recommendation on $5,997,000 in Item

1001

1002

6440-301-785 for five projects to upgrade research space on

four campuses pending receipt of preliminary plans and cost
information (please see Table 12, page 1002). ; '
Irvine—Steinhaus Hall. Withhold recommendation on
$944,000 in Item 6440-301-785(15) for preliminary plans and
working drawings for renovation of Steinhaus Hall at Irvine
pending receipt of additional information to substantiate
project cost and deletion of classroom space. .
Riverside—Fawcett Laboratory. Reduce Item
6440-301-785(21) by $1,335,000. Recommend deletion of
funds for working drawings and construction because the
university has not provided any justification for this project.
Berkeley—Northwest Animal Facility. Approve $12,459,000
under Item 6440-301-782(1) (1986 General Obligation
Bonds) rather than as proposed under Item 6440-301-

1003

1004

1004
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525(1) (High Technology Revenue Bonds) for construction
of the Northwest Animal Facility at Berkeley because it is

" more appropriate and less costly to use general obligation

bonds than revenue bonds to fund this support facility.

18. Berkelefr—Northwest Animal Facility. Adopt supplemental 1005 .
report language directing UC to sell its existing animal
facilities at 800 and 806 Hearst Avenue in Berkeley and use
the tEroceeds to offset the cost of constructing the new
Northwest Animal Facility. :

19. Project Information Needed on Other Projects. Withhold 1006
recommendation on $12,001,000 in Item 6440-301-785 for one
university-wide project and four general improvement
projects at four campuses pending receipt of additional
information (please see Table 14, page 1006).

-20. Irvine—Campus Roadway Improvements. Withhold recom- 1007

.-~ mendation on $240,000 in Item 6440-301-785 (17) for prelim-
inary plans and working drawings of campus roadway
improvements at Irvine pending receipt of additional infor-

. .mation.

21. Santa Cruz—Meyer Drive Extension. Reduce Item 6440- 1007
301-785(38) by $204,000. Recommend deletion of funds for
preliminary plans and working drawings for extension of
Meyer Drive at Santa Cruz because the need for the project
has not been substantiated. (Future savings: $2.3 million.)

ANALYSIS AND RECOMMENDATIONS

The budget includes $185.5 million for the University of California’s
(UC) capital outlay projects in 1988-89. The Sfoposed amount includes
(13 $124 million in Item 6440-301-785 from the proposed 1988 Higher
Education Capital Outlay Bond Act and (2) $61.5 million in Item
6440-301-525 from the sale of High Technology Education Revenue Bonds
by the State Public Works Board. At the time this analysis was prepared,
the 1988 bond program proposed in SB 703 in the amount of $600 million,
had not been enacted by the Legislature. Assuming that the Bond Act is
approved by the voters in November 1988, work on the projects will not
be started until loans are arranged from the Pooled Money Investment
Account. We estimate that this would not occur until at least January
1989. Thus, no work could commence on this portion of UC’s 1988-89
capital program until the last half of the fiscal year.

Insufficient Funds to Complete Previously Approved and Proposed Projects

- We recommend that the Legislature make appropriations for those

1988-89 higher education capital outlay projects that (1) are consistent
with the Legislature’s policy guidelines and funding priority criteria
and (2) can be completed within the Legislature’s financing plan.

The 1986 Higher Education Facilities Bond Act provided $400 million
for capital improvements in the state’s system of public higher education.
According to the Department of Finance, there is an unappropriated
balance of about $16 million in this bond fund. In addition, SB 703 (which
is currently under consideration in the Assembly) includes a $600 million
bond program to be presented to the voters on the November 1988 ballot.
(On page 4 of the Governor’s Budget Summary, the Governor has
indicated that he would support a bond program of $700 million.)
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Substantial Additional Funds Needed to Complete Projects. Table 1
shows the amounts previously appropriated from the 1986 Bond Act and
proposed from the anticipated 1988 Bond Act for the UC, CSU, and CCC
capital outlay programs. The table also includes an estimated amount that
be needed to complete these projects.

Table 1

Previously Funded and Proposed Capital Outlay Projects
1986 and 1988 Higher Education Facilities Bond Acts
(dollars in millions)

Projects Previously Projects Proposed "
Funded - in 1988-89* - Funds Needed

1986 Bond Act 1988 Bond Act - to Complete  Total

’ . ($400m ) (8600m) ® Projects© Cost
University of California.............. S840 . $127. . 8367 . 0 $634
California State University........... 144 - 135 B 295 576
California Community Colleges....... - 100 84 15 259
Totals......ccoeviviiiiiiininins $384 $346 $737 o $1,469
Less total of bond acts .......... PO - . =1,000
Total amount unfunded ........... . ) - $469

a Includes $47-million included in the UC, CSU, and CCC support/ operations budget. No amounts are
included for these costs in the future.

b Amount currently included in SB 703.

¢ Includes funds to complete planning, construction, provide equipment, and complete secondary effects.

Because of the various phases of the capital outlay process, &)rojects take
several years to plan, construct, procure equipment, and potentially
relocate units into space vacated by units relocated to the new facility. As
indicated in Table.1, an additional $467 million will be needed beyond the
amounts available from existing and proposed sources to complete the
previously approved and proposed projects for higher. education.

In view of this significant financing problem, and in order to aveid
initiating projects that cannot be completed, we believe it is essential that
the Legislature consider funding only those projects which (1) meet the
Legislature’s policies and funding priorities and - (2) can be funded fully
within the Legislature’s financing plans.

Specifically, the Legislature has several optlons to address this fundmg
gap and develop a financing plan. We believe the following options
warrant legislative consideration:

« Increase the proposed bond issue to cover the estimated costs."

¢ Commit to another bond issue within two years as part of the 1988

bond issue proposal.

_e Use other fund sources to complete the pro_]ects such as the General

Fund, tidelands oil revenue, or revenue bonds.

N Approve only those h1gh-pr10r1ty projects which can be financed

within available funds plus the proposed 1988 bond issue.

Whichever option is selected by the Legislature, we recommend that
the Legislature approve only those projects which can be completed with
the fundmg available from the financing alternative selected.

University Hospitals Should Pay Revenue Bond Costs
We recommend that the Legislature adopt Budget Bill language
specifying that the University of California pay the annual debt service
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costs for all revenue bonds issued for hospital facility improvements
Jfrom hospital funds. (Potential General Fund savings of up to $119.5
million over the 20-year period of the bonds.)

The University of California currently operates five hospitals—the
UCLA Medical Center, the UCSF Hospitals and Clinics, the UC ‘Davis
Medical Center, the UC Irvine MedicaFCenter, and the UC San Diego
Medical Center—as part of its overall mission of teaching, service, and
research. _

In order to address projected net operating losses at the Davis, Irvine,
and San Diego teaching hospitals, the Legislature has approved $45.9
million in revenue bond financing over the last three years to enable the
three hospitals to undertake capital improvements and procure equip-
ment which would (1) reduce their operating costs through increased
efficiencies and (2) increase operating revenues by attracting more
privately insured patients. Payment received from privately insured
patients is generally higher than for publicly supported patients. The
Legislature has also provided contingency funding in the 1985, 1986, and
1987 Budget Acts to offset any operating losses, should they actually
oceur:

The Davis, Irvine, and San Diego teaching hospitals are proposing
additional capital outlay projects in 1988-89 totalling $49 million to be
financed with revenue bonds. Under the administration’s current plan,
the annual cost for debt service to repay the bond issues is to be paid from
the General Fund. Over the 20-year term of the bonds, this cost would be
about $119.5 million (assuming an interest rate of 8.5 percent).

Hospitals Should Pay Cost. The hospitals are nonprofit enterprises
that aglenerate revenues to cover their operating, maintenance, and
capital improvement costs. The revenue bond projects are proposed on
the premise that the projects will result in reduced costs and enhance
revenues for the hospitals. Based on UC’s data, the projects will, in most
cases, reduce costs or generate sufficient revenue to repay the project
cost in five years or less. Thus, these projects are “self-financing” and
should be paid for through the revenue/cost savings realized by the
hospital rather than the state’s General Fund. ,

Adoption of this recommendation would not be inconsistent with our
findings and recommendations discussed earlier in the Analysis under
UC’s support budget. Specifically, we point out that the Davis, Irvine, and
San Diego hospitals have not actually required the budgeted operating
subsidy in the past. This is because whﬁ
operating losses at the time the budget was intro
actually realized net operating gains.

If our recommendation is adopted, the cost of the debt payment would

uced, they instead

become part of the total operating expenses of the hospitals. If any

hospital has a net loss for the year, the university would, in effect, be held
harmless by our recommendation in the support item.

If the hospitals continue to experience net operating gains, then the
state would not be required to provide an operating subsidy and the
General Fund could realize a savings of up to $119.5 million over the
20-year period of the revenue bonds. Under these circumstances, we see
no advantage to unconditionally committing the state General Fund to 20

i years of payments on these bonds.

Accordingly, we recommend that the Legislature adopt the following

. language in Item 6440-301-525:

e the hosgitals projected net -
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Provided that the State Public Works Board, when entering into lease
agreements with the University of California forthe teaching hospital
- projects in this item, shall issue revenue bonds which are to be repaid
from university hospital funds. : :

1988-89 UC Capital Outlay Program v ;

For discussion purposes, we have divided the university’s program into
the 9 descriptive categories detailed in Table 2. Where. projects-include
space for a variety of purposes, we have included the project in the most
appropriate category based on the primary purpose of new/remodeled
space included in the project. The projects and the proposed funding
source, by category, are summarized in Table 2. ; :

Table 2
University of California
1988-89 Capital Outlay Program
Funding Summary by Project Category
(dollars in thousands) . :
Budget Estimated

Project/Category ‘ . . - Bill Future
Item (Fund Source) - ' Projects - Amount . Cost®
A. Hospital Projects . , ' : : o

Item 6440-301-525 (High-Technology Revenue S

Bonds)..o.ioeiniiiiniennninanns e 5 $49,008. .- 81371
B. Mitigate Hazards ] ) L .

Item 6440-301-785 (General Obligation Bonds) ...... 2 3,046 6269
C. Complete Newly Constriicted Facilities S R

Item 6440-301-785 (General Obligation Bonds) ..... 5 : 11,206 —
D. Instructional Space o o :

Item 6440-301-785 (General Obligation Bonds) ..... 1 - 7678 -
E. Library Space ST .

Item 6440-301-785 (General Obligation Bonds) ..... 4. . . 21656 . 67,166 .
F. New Research Space ' . . . -

Item 6440-301-785 (General Obligation Bonds) ..... 6 41,370 159,503 -
G. Upgrading Research Space . _

Itern 6440-301-785 (General Obligation Bonds) ..... 9 22,020. 74258
H. New Support Space : : -

Ttem 6440-301-785 (General Obligation Bonds) ..... 2 16,368 - 1,123
I Other Projects : ‘ S ’ :

Item 6440-301-785 (General Obligation Bonds) ..... 10 13,115 13,070

Totals......... e et e e aea e e 4 $185467 $322,762

2 UC estimates.

A. HOSPITAL PROJECTS : | o

. The budget includes $49 million in capital outlay improvements for
hospitals ogerated by the UC. The projects in this category and our
recommendations on each are summarized in Table 3. < "
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Table 3
University of California
1988-89 Capital Outlay Program
A. Hospital Projects
Item 6440-301-525 (High-Technology Revenue Bonds)
S (dollars in thousands)

Budget Analyst’s.  Estimated

o Bill Recom- Future
Project o Phase*® Amount  mendation Cost®
(2) Davis Medical Center-
Intensive care unit expansion.............. we . $2,345 pending —_
(3) Davis Medical Center— ‘ ‘
Operating room expansion................. owe 4,902 pending —
(4) Irvine Medical Center— '
Cancer center.......c.voevvvreernvennnns e . 1,014 — —
(5) Irvine Medical Center— _
. Psychiatri¢inpatient facility ............... c - 14,691 $14,034 $1,371
(6)  San Diego Medical Center— .
Inpatient tower modernization............ c 26,056 pending —
TORALS. ... eeeene e e $49,008 - $14034 - . $1,371

2 Phase symbols ‘indicate: w = working drawings, ¢ = construction, and e = equipment.
® University estimates.

Davis and San Diegd Hosp.:i;ial Improvement Projects

- We withhold recommendation on $33,303,000 in Item 6440-301-525 for
three hospital improvement projects: (2) Davis Medical Center, inten-

_sive care unit expansion ($2.3 million); (3) Davis Medical Center,
operating room expansion ($4.9 million); and (6) San Diego Medical
Center, inpatient tower modernization ($26 million), pending the
receipt of preliminary plans and cost estimates.

Further, we recommend -that the university, prior to completing
preliminary plans and cost estimates for the Davis Medical Center
intensive care unit expansion, take steps to reduce the estimated
construction cost. (Future savings: up to.$7585,000.)

The budget includes’$33 million for three hospital expansion and
remodeling projects at the Davis Medical Center (intensive care unit,
expansion, and operating room expansion) and the San Diego Medical
Center (inpatient tower completion and modernization). The university,
using both state and nonstate funds, has been in the process of developin
preliminary plans and cost estimates for these projects. These plans an
cost estimates, however, are not yet available to the Legislature- for
evaluation. Consequently, we withhold recommendation on funds for
working drawings and construction of all three projects.

Moreover, we recommend that the university, prior to completing
preliminary plans and a cost estimate for the Davis intensive care unit,
take steps to reduce the estimated unit construction costs ($292/asf) to a
level consistent with the estimated construction unit cost of the Irvine
intensive care unit ($178/asf). The Irvine project, which is presently
under construction, appears to be similar in size and complexity to the
Davis project. Using the Irvine construction estimate as the basis,
estimated construction cost of the Davis project could be reduced by up
" to $785,000.




992 / POSTSECONDARY EDUCATION Item 6440

UNIVERSITY OF CALIFORNIA—CAPITAL OUTLAY—Continved
Irvine Cancer Center

We recommend deletion of $1,014,000 in Item 6440-301-525(4) for
equipping the new Cancer Center at Irvine because the facility will not
be completed in 1958-89 and thus the equipment will not be needed.

The budget includes $1 million to procure new hospital equipment for
the new Cancer Center at Irvine. According to UC’s quarterly building
report, construction of this $10.5 million project will not be completed
until December 1989 at the earliest, several months after the conclusion
of the budget year. For that reason, we recommend deletion of $1 million
for procurement of equipment in 1988-89.

Irvine Hospital Modernization Project

We recommend a reduction of $3657,000 in Item 6440-301-525(5) for
construction of the Irvine Medical Center’s psychiatric inpatient
facility to reflect the estimated construction cost authorized by the
Legislature in the 1987 Budget Act.

The budget requests $14.7 million for construction of a new psychiatric
inpatient facility (43,492 asf) at Irvine Medical Center. (This amount
includes $12,790,000 for building construction.) The new facility would
replace facilities which are functionally inadequate and code deficient.
Included in the new facility will be six inpatient units, with a total of 92
licensed beds and space to develop specialized psych1atnc services. The
Legislature previously appropriated $1,819,000 in the 1986 Budget Act for
preliminary plans and working drawings for this project. This amount was
reappropriated to the university in the 1987 Budget Act and the project
scope and cost were revised.

The university is now requesting $657,000 more for construction of the
building than what was  previously authorized by the Legislature
($12,138,000) . The university has not provided an explanation for this cost
increase. Moreover, when the preliminary plans for this project were
approved by the State Public Works Board in December 1987, the
Department of Finance certified to. the Legislature that “the project as
submitted is consistent with the project program scope and cost approved
by the Legislature.”

Lacking any explanation for the increase in cost and in view of the
Department of Finance certification in December, we recommend a
reduction of $657,000 in Item 6440-301-525 (5) to restore the construction
cost of the new psychiatric inpatient facility to the amount previously
authorized by the Legislature.

B. MITIGATE HAZARDS

The budget includes $3 million for projects that would correct seismic
safety deficiencies in buildings on the Berkeley and San Diego campuses
as shown in Table 4. The Berkeley project is consistent with prior
legislative approval. We therefore recommend approval. A discussion of
the San Diego project follows.
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Table 4
University of California
1988-89 Capital QOutlay Program
) B. Mitigate Hazards
Item 6440-301-785 {General Obligation Bonds)
{dollars in thousands)

Budget Analyst’s  Estimated

Sub- Bill - Recom- Future

Tiem Project Phase® Amount . mendation Cost®
(6) Berkeley—California Hall seismic safety ’ ‘

corrections. ...... et ¢ $2,642 $2,642 —

(28) *'San Diego—Undergraduate Sciences
- Building renovatlon and seismic correc-
[110) ¢ SO TR pw .. 404 pending 6,269

TORALS. ¢ oo eeee e e e e e eeseereeeneeeeas . 3046, .. $2642  $6269

2 Phase symbols indicate: p = preliminary plans, w = working:drawings, and ¢ = construction.
b UC estimates.

San Diego—Undergraduate Sciences Building

We withhold recommendation on $404,000 in Item 6440-301-785(28)
for preliminary plans and working drawings for renovation and
seismic reinforcement of the Undergraduate Sciences Building at San
Diego pending receipt of (1) specific Justification for renovating
existing laboratory space, (2) results of seismic investigations, and (3)
final cost estimates.

The budget proposes $404, 000 for preliminary plans and working
drawmgs to renovate and seismically reinforce the Undergraduate
Sciences Building at San Diego. The renovation and seismic correction
work is intended to meet the growing undergraduate teaching needs of
the biology and chemistry departments through the renovation of 29,260
asf of laboratory space in tllm)e Undergraduate Sciences Building as a
secondary effect of the Instruction and Research Facility project. Com-
pletion of the Instruction and Research Facility project is currently
scheduled in May 1989, and completion of the Undergraduate 801ences
Building project is prOJected in April 1991.

Project Not Substantiated. The Undergraduate Sciences Bu11d1ng has
been identified as a high-priority structure requiring seismic corrections
in a 1981 Seismic Safety Commission report on a survey of state-owned
buildings. The university is preparing detailed program plans to identify
(1) what specific seismic corrections need to be made and what the
estimated costs will be and (2) what room-by-room renovation, alter-
ations, and building system enhancements are necessary for this project.
At the time this analysis was-written, however, these data had not been
received. In addition, the university "has not responded to a request for
information substant1at1ng the need for renovation of a portion of the
existing laboratory space which, based on an on-site review, is usable
without renovation. Consequently, we withhold recommendation on the
$404,000 in Item 6440-301-785(28) for the Undergraduate Sciences. Build-
ing project, pending receipt of this information.

C. COMPLETE NEWLY CONSTRUCTED FACILITIES
We recommend approval.

The budget includes $11.2 million for five equipment procurement
projects to complete newly constructed facﬂltles Our analysis mdlcates
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these requested equipment items and associated costs are reasonable.
The proposed projects in this category are summarized in Table 5.

Table 5
University of California
1988-89 Capital Outlay Program
C. Complete Newly Constructed Facilities
Item 6440-301-785 (General Obligation Bonds)
{dollars in thousands) :

Budget Analyst’s
Sub- Bill ~ Recom-
Item Project Phase® Amount mendation
(4) Berkeley—Genetics and Plant Biology Building.. e $1,380 $1,380
(14) Irvine Physical Sciences; Unit 2................... e 4,488 4488
(22) San Diego—Instruction and Research Facility.... e 2911 2911
(23) San Diego—Graduate School of International Re- :
lations and Pacific Study..................c.oeeel, e 608 608
(32) Santa Cruz—Natural Sciences, Unit 3............. e 1819 1,819
TOtAlS. . et SUTT $11,206  §$11,206

* Phase symbol indicates: e = equipment.

D. NEW INSTRUCTIONAL SPACE

We recommend approval. . : ‘

The budget includes $7.7 million in Item 6440-301-785(9) to construct a
new replacement building (36,300 asf) for Hart Hall at Davis. This facility
will house classrooms, instructional laboratories, and offices for the
Department of Applied Behavioral Sciences, the Division of Statistics, the
Department of Rhetoric, and the Chicano Studies Program. The con-
struction phase will complete this project and there will be no future
costs. The Legislature approved preliminary plans and working drawings
for this project in the 1985 Budget act. The proposed work and estimated
costs are consistent with prior legislative action. Accordingly, we recom-
mend approval. . o

E. LIBRARY SPACE -
The budget includes $21.7 million for four projects to provide new
library facilities. We recommend approval of two projects for working

Table 6
University of California
1988-89 Capital Outlay Program
E. Library Space
Item 6440-301-785 {General Obligation Bonds)
{dollars in thousands)
; Budget Analyst’s  Estimated
Sub- Bill Recom- Future
Item - Project Phase® Amount  mendation Cost®
(3)  University-wide—Northern Regional Li- .
brary Facility, phase 2 ......c.............. c $7,836 $7,836 -
(16) Irvine—science library..................... P 952 600 $31417
(24) San Diego—central library addition....... w 1,079 pending 35274
(34) Santa Cruz—science library ............... c 11,789 11,789 475

TOAIS. ..o eee e et $21,656 $20295  $67,166

2 Phase symbols indicate: p = preliminary plans, w = working drawings, and ¢ = construction.
b UC estimates (including secondary effects where estimate is available).



Item 6440 POSTSECONDARY EDUCATION / 995

drawings and construction of new library space at the Northern Regional

Library and Santa Cruz campuses because the scope and estimated cost

of these-projects has been previously approved by the Legislature. The

rTe lfesét;e projects and our recommendations on each are summarized in
able 6.

Irvine—Science Library i

We recommend a reduction of $352,000 in Item 6440-301-785(16) for
preliminary plans of the new science library project at Irvine because
the proposed construction unit cost (3185 asf) is excessive in compari-
son to the cost guidelines ($115 asf) for other state library facilities.
(Future savings: $10.6 million.)

~ The budget includes $952,000 for preliminary plans for construction of
a new science library at Irvine. The new facility would contain 131,300 asf
to provide library support for the schools of physical sciences, biological
sciences, engineering, and computer science, and medicine which antic-
iﬁate substantial enrollment growth through the year 2000, In addition,
the science library will house the library technical services division and a
3,100 asf multi-media learning laboratory.

The existing branch library space (24,500 asf) will be released. for
nonlibrary use, &i.e., engineering 6,515 asf; biology 2,185 asf; and medicine
15,800 asf) resulting in a net gain of 106,800 asf of library space. This
means that when the project is completed in mid 1992, the total
campus-wide library space would be increased to about 266,000 asf or 102
percent of what is allowed by state space standards. Campus staff
indicates that preliminary assessments of the secondary effect allt)erations
indicate a cost of about $1 million to accommodate the new functions in
the old branch library space.

Based on current space and projected need, the proposed increase in
library space is certainly justified. The university’s estimated construction
cost, however, is too high ($185 asf) for this type of facility. In compari-
son, guidelines used by the California State University (CSU) indicate
that estimated construction costs for typical library facilities should be
much lower ($118 asf). Thus, UC’s proposed cost is 57 percent higher
than the comparable cost for a CSU library. While the cost for certain
facilities at UC are more expensive (such as research laboratories), there
is no analytical basis for providing more funds for UC libraries than for
CSU libraries. Consequently, we recommend that the estimated future
cost to construct the proposed Irvine science library be reduced from
$30.1 million to $19.5 million, a difference of $10.6 million.

Accordingly, we recommend that the $952,000 requested for prelimi-
nary plans for this project be proportionally reduced by $352,000 and
approved in the reduced amount of $600,000.

San Diego—Central Library Addition ,

We withhold recommendation on $1,079,000 in Item 6440-301-785(24)
for working drawings of the central library addition at San Diego
pending completion of preliminary plans. o

The budget proposes $1.1 million for working drawings for construction
of a 136,850 asf adgition to the central library at San Diego. The total cost
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of the project is estimatéd to be slightly more than $37.2 mllhon,
including $29 million for:new construction and $8.2 million for renovation
of existing space. This is consistent with the cost previously approved by
the Legislature.

The university indicates that without the addition, the main campus

libraries will have 54 percent of estimated space needs by 1994-95, This is
because of the projection of significant enrollment growth over the next
six years.
" Currently, the campus has 135,312 asf of library space. Upon comple-
tion of the addition, and reassi ient of space (15472 asf) to the Physics
Department, the campus will have 258,690 asf of library space. This will
proxélde the libraries with 107 percent of their estimated 1994-95 space
needs

The university has not yet prov1ded the' Leglslature with prehmmary
plans for this project. Consequently, the estimated project cost is not
based on completed preliminary: plans. Pending receipt of these docu-
ments, we withhold recommendatlon on the $1.1 m11110n requested for
workmg drawings. ,

F. NEW RESEARCH SPACE ’
The budget mcludes $41.4 million for six projects that will prov1de new

research space on five campuses. The projects are summarized in Table
7. Our fin ngs and recommendations for these projects are as follows:

Table 7
University of California
1988-89 Capital Outlay Program -
‘ F. New Research Space i
. Item 6440-301-785 (General Obligation Bonds)
{dollars in thousands)

Budget Analystis' Estimated

Sub- _ , v ; Bill Recom- Future
Ttem Project . Phase® Amount . mendation Cost®
(12) Davm—Engmeenng, Wit ...eers i, P - $1,315 - $1,100 $46,601
(19)° “Los Angeles—Chemistry and onloglcal v . . .

Sciences addition..............c.oevvevinens c 32,929 pending 1,040
(20) Los Angeles—Fowler Museum, acadermc a :

SPACE. . ee v vueranrnerieneeeiieansinaeneiaaes we 1,836 = -
(29). “San D1ego—Sc1ences Bmldmg ............. p 1,530 ° - 46,033
(31). . Santa Barbara—Physical Sciences Build . )

11T SO U PP TN w 970 pending 28,816
(37) Santa Cruz—Earth and Marine Smences i L ‘

Building .........cooveiiiivinreennns s pw 2,790 pending . 40015

Totals. ..o.uvinrenii i $41,370. $1,100 $159,505

2 Phase symbols indicate: p = preliminary plans, = workmg drawmgs, and ¢ = construction.
b UC estimates (includes secondary effects where estimate is avaxlable) :

Davis—Engineering; Unlf 2

We recommend a reduction of $215,000 in Item 6440-301-785 (12) for
preliminary plans for construction of Engineering, Unit 2 facility at
Davis because (1) the estimated cost for class laboratory, support and
office space is too high and should be reduced and (2) construction of
a slelcom)i wind tunnel has not been justified, (Future savings: $5.8
million.
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The budget includes $1,315,000 for preliminary plans for construction of
a 112,050 asf Engineering Unit 2 facility at Davis to house research and
instruction programs. The facility will:

¢ Provide additional space for the Department of Electrical Engineer-
ing and Computer Science, the Division of Computer Science, the
Division of Materials Science and Engineering and a portion of the
Department of Mechanical Engineering;

o Reallocate existing permanent space in Bainer (Engineering Unit 1),
Walker and Everson Halls to allow the expansion and consolidation of
other engineering departments. -

Total costs to complete Engineering Unit 2 are estimated to be $42.7
million, with completion scheduled in 1992-93. Renovation costs for
Bainer Hall, estimated at $3.9 million will be requested in a later year.

Table 8 summarizes the proposed space allocations in Engineering Unit

2. v
Table 8
Davis, Engineering Unit 2
Space Allocation by Major Functional Areas
(Assignable Square Feet)
Agricul- Elect. Mechani-  College
tural  Engr. and cal Admin. &
Engineer- Computer Engineer-  Support
Function ing Science ing Space Totals
Undergraduate class laboratories/support . —_ 14,350 - —_ 14,350
Research laboratories and support......... 1,220 41,770 17,360 _ 60,350
Academic offices ................... — 9,550 1,690 — 11,240
Graduate offices.........coocviviiininai.. — 6,250 — — 6,250
Administration and service ................ e 6,980 550 12,350 19,880
Totals...ccovieriieiniiieieiiernieens 1,220 78,900 19,600 12,350 112,070

Our analysis indicates that the proposed increase in undergraduate
class laboratory space, research laboratory space and associated graduate
and faculty office space is justified to meet the campus’s projected
enrollment in engineering sciences through 1992-93. As Table 8 indicates,
however, the new building will contain research laboratories and re-
search support functions that will occupy over four times the amount of
space that will be devoted to undergraduate class laboratories and
support functions. This emphasis on research space, rather than under-
graduate class laboratory space, is not consistent with the campus’s
substantial growth in engineering and computer science undergraduate
enrollment.

Table 9
Davis—Engineering Science Programs
1992 Proposed Laboratory Space Allocation Versus Need
(Assignable Square Feet)
Excess Percent
Category Existing  Proposed® 1992 Need  (deficit)  of Need*
Undergraduate class laboratories/support. 29,000 43,350 72,000 (28,650) 60%
Graduate/faculty research laboratories/
SUPPOTL. .ot vvvireeriennineninenenins 52,100 112,450 146,500 (34,400) 7%

2 Upon completion of the Engineering Unit 2 facility.
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As shown by Table 9, the engineering and computer science programs
at Davis will, with the completion of Engineering Unit 2, still face a
sizeable deficit in both categories of space in 1991. The deficit in
classroom laboratory space (60 percent) will remain more acute than the
deficit in research laboratory space (77 percent). Moreover, data are not
available on the amount of graduate research space that will be provided
within the 60,350 asf of research space in Engineering Unit 2. Thus, it is
not clear as to how much of the projected 34,400 asf deficit in graduate
research space will be accommodated in this facility. We have asked the
university to provide this information, but had not received a response
when this analysis was written.

Construction Cost is Too High. Our analysis. indicates that the
estimated total cost of the project ($44 million) is too high for this type
of building. The estimate is based on an average cost of $270 per
assignable square foot to construct 112,070 asf. This cost is higher than the
cost guideline ($181 per asf) used by the California State University
(CSU) for engineering laboratories. It is reasonable to expect this higher
cost for the specialized research laboratory space proposed at Davis. This
cost, however, is not reasonable for construction of undergraduate class
laboratories and office/administration space. We find no analytical basis
to exceed CSU cost guidelines for undergraduate class laboratories ($181
per asf) and office/administration ($160 per asf). On this basis, the total
cost of the project should be reduced by $5,226,000 to $38,774,000 and the
gost Oc(;)f O%Beliminary plans should be proportionally reduced by $215,000 to

1,100,000. .

 Wind Tunnel Not Justified. In addition, the proposed construction of
a second research wind tunnel (estimated to cost $567,000) is not
adequately supported in the project proposal. The existing tunnelis used
for instruction and researcg. The proposed tunnel would be used
exclusively for research. The university has not provided any justification
of the need for an additional tunnel. We have requested data concernin
the level of utilization of the existing wind tunnel along with projecte
utilization. of the two tunnels. The university has not provided this
information. Lacking any justification for this additional expensive item
of equipment, we recommend deletion of the new wind tunnel from the
project. This would provide an additional future savings of $567,000.

Los Angeles—Fowler Museum » : :

We recommend deletion of $1,836,000 in Item 6440-301-785(20) for
working drawings and construction for completion of new space.in the
Fowler Museum at Los Angeles because state funded new space for (1)
classrooms and research laboratories and (2) an organized research
institute is not justified. :

The budget includes $1,836,000 to complete 22,320 asf of unfinished
space in the Fowler Museum of Cultural History at Los Angeles. The
Fowler Museum was financed with $20.5 million of nonstate funds and is
scheduled to be completed by December 1989. According to the campus’s
“North Campus Space Plan”, the units that will be relocated into the
Fowler Museum are as follows: '

» 3,470 asf—general campus classroom,

¢ 5,680 asf—archaeology laboratories,

e 1,595 asf—interdepartmental Archaeology program,
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¢ 7,850 asf—Institute of Archaeology (an organized research unit),

s 760 asf—undergraduate interdepartmental World Arts and Cultures

program, and

* 2,965 asf—storage. |

We recommend deletion of the $1,836,000 proposed for this project
because the proposal to use state funds to complete space in this facility
for classrooms, research laboratories and an organized research unit is not
justified. Clearly, the proposed 3,470 asf of new classroom space is not
justified because under state space guidelines, the campus currently has
20,500 asf excess classroom capacity and will continue to have an excess of
19,200 asf through 1992-93. Moreover, the existing laboratories/admini-
stration offices and organized research units will be provided 18,850 asf in
place of 18,575 asf that they currently occupy. We question the use of $1.8
million of limited state bond funds to relocate the laboratories and the
‘organized research unit to provide a net increase of only 275 asf for these
activities. -

Given the demand for higher education bond funds, we recommend
deletion of $1,836,000 for this project. If the university continues to assign
high priority to relocating research laboratories and an organized re-
search organization into this building, it should consider using nonstate
funds to complete the unfinished space consistent with the use of
nonstate funds to construct the Fowler Museum building.

San Diego—Sciences Building :

We recommend deletion of $1,530,000 in  Item 6440-301-785(29) for
preliminary plans for a new Sciences Building at San Diego because
the project provides a greater amount of space for biological science
and physical science than is justified under state guidelines. (Future
savings: $46.1 million.)

The budget includes $1.5 million for preliminary plans to construct a
110,000 asf Science Building at San Diego. The total cost of this project is
estimated to be $47.6 million and completion is scheduled for November
1992. The university has not identified the estimated cost for alterations
of space vacated as a result of this project.

‘ : Table 10
San Diego—Sciences Building Space Program

Percent of
Biology ASF Total Building
Research 1aboratories. ... ....ooevivevnvrenrnerneninieiiiniinn, 23,940 2%
Laboratory Support...........coccovvviiiiiiiiniininineieeaa 8,768 _8
SUBLOLALS +\eeeenenininiiene e (32,708) (30%)
Office/office SUPPOTt........vvveviieiiiiiiniiiiiea, 11,781 . 1 -
Animal facilities .........cooiviiiiiiii 6111 . 5
Student services.............o.u.. e 3,465 _3
Total Biology.......cvevieiieiiiiiiiiiiiiiie 54,065 49%
Chemistry
Research laboratories ' 33,075 30%
Laboratory support........... 10,920 1o
- Subtotals ............. e (43,995) (40%)
Office/office support 8,757 8
Nuclear Magnetic Resonance facility...............ooooiinnie, 3,087 3
Total Chemistry ..........coocvviviniiiiiiiiniiiininni s 55,839 _51%

Total Building. .............ccocveiviiiiniiiiiiiniinins 109, Q%




1000 / POSTSECONDARY EDUCATION Item 6440

UNIVERSITY OF CALIFORNIA—CAPITAL OUTLAY—Continuved

As shown in Table 10, about 90 percent of the building will be devoted
to research laboratories/support and associated office space for the
Departments of Biology and Chemistry.

Our analysis indicates that the proposed project should not be ap-
proved because (1) it provides more space for biology and chemistry
than is justified under state guidelines and (2) the estimated cost exceeds
a reasonable level for this type of facility.

Proposed Amount of Biology/Chemistry Space Exceeds State Guide-
lines. Based on state space guidelines, university data indicate that the
San Diego campus currently has 104,400 asf of faculty/graduate research
laboratory space for biology and chemistry and that it will need 138,000
asf by 1991. This project would add 77,000 asf to the biology and chemistry
laboratory space bringing the campus total to 181,400 asf or 43,400 asf (31
percent) more than state guidelines would indicate are necessary.
Moreover, other approved projects that will be completed by 1990 will
add another 47,000 asf for biology and chemistry. The university data on
these other projects is unclear as to the type of space provided (class
laboratories for undergraduates, graduate research, or faculty research).
We have asked the university to provide this information, but we had not
received a response at the time this analysis was written. Nevertheless,
even if none of the additional 47,000 asf is for faculty/graduate research,
the proposed project would provide space in excess of state guidelines.

Finally, this project does not include any space for undergraduate class
laboratories. Based on state guidelines, however, existing undergraduate
laboratory space for these disciplines (21,000 asf) provides about 50
percent of the space for current enrollment needs (42,400 asf). Future
enrollment growth would exacerbate this situation.

Recommendation. Based on the above, we recommend deletion of $1.5
million under Item 6440-301-785(29) for preliminary plans for the sci-
ences building on the San Diego campus. This would provide a future
savings of about $46 million.

Santa Cruz—Earth and Marine Sciences Building

We withhold recommendation on $1,785,000 in Item 6440-301-785(37)
Jor preliminary plans and working drawings for construction of the
new Earth and Marine Sciences Building at Santa Cruz pending
additional information to explain proposed space allocations for
biology undergraduate class laboratories and faculty/graduate re-
search laboratories.

The budget includes $2.8 million for preliminary plans and working
drawings for construction of the Earth and Marine Sciences Building at
Santa Cruz. The estimated cost to complete the project is $32 million, and
project completion is scheduled for Fall of 1991. The estimated cost to
alter space vacated as a result of this project is $8 million. This new facilit
will provide 83,000 asf of space primarily for faculty/graduate researc
laboratories for biology, marine sciences and earth sciences. Two Orga-
nized Research Units—the Institute of Marine Sciences and the Institute
of Tectonics—will also be provided space in this facility.
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Table 11 .

Santa Cruz—Biology and Physical Sciences Program
1991 Proposed Laboratory Space Allocation Versus Need
After Completion of the Earth and Marine Sciences Building

~ (Assignable Square Feet) :

 Percent-
’ - Excess age
Category .. Existing  Proposed 1991 Need (deficit)  of Need
Biology undergraduate class laboratories.. 7,400 . 8,700 25,800 (17,100) 33%
Biology faculty/graduate research labora- . : :
0] ¢ T RN 30,320 50,770 37,500 12,220 133
Physical Science undergraduate class labo- ' s :
ratories....... e ettt eriraaines 18,000 23,000 271200 - (4,200 85
Physical Science faculty/graduate research o . .
laboratories. -........oeveiiiiiiinnnnnn, 34,900 57,500 63,700 (7,200 89

Excess Faculty/Graduate Research Space. Table 11 shows the pro-
posed laboratory space allocations for the biology and physical sciences
programs at Santa Cruz after completion of the Earth and Marine
Sciences Building in 1991. It is significant that the biology program will be
provided with undergraduate class laboratory space that is only 33

ercent of state space standards based on projected enrollment, while
aculty research space will be increased to 133 percent of state space
guidelines. The university -has provided a class-by-class breakdown in
support of the proposed space allocations in the new facility. It is not clear
from the university’s data, however, how the. biology program can
perform its teaching mission with only one-third the state guidelines for
undergraduate class laboratory space while at the same time the require-
ment for faculty research laboratory space is one-third greater than state
guidelines. Pending further discussions with the university regarding this
space allocation, we withhold recommendation on the proposal.

Project Costs Exceed Guidelines. In addition, our analysis indicates
that the estimated cost of this project is too high and should be reduced.
The estimated construction cost for this project is based on an average
unit cost of $306 per asf. This cost greatly exceeds the guideline unit cost
of $256 per asf used by the California State University (CSU) for this type
of multi-use laboratory, support and office building. If the CSU cost
guideline is used (allowing for the UC’s higher cost for research
laboratories), the estimated future cost for this project could be reduced
by about $6 million, and the cost of preliminary plans and working
drawings could be reduced by $570,000. Moreover, funds for projects
financed from the 1988 bond program will not be available before January
1989. Thus, on a timing basis, only funds for preliminary plans should be
required in the budget year. On a project of this size, it is not possible to
complete the preliminary plans and begin working drawings within a
six-month period. On this basis, we would recommend a $1.7 ‘million
reduction in Item 6440-301-785(37) to delete working drawing funds. We
withhold final recommendations, however, pending clarification ‘of the
proposed space allocation. )

Preliminary Plans Not Completed for New Research Projects

We withhold recommendation on $33,899,000 in Item 6440-301-785 for
(19) Los. Angeles—Chemistry and  Biological Sciences Addition
($32,929,000) and (31) Santa Barbara—Physical .Sciences building
(8970,000) pending receipt of preliminary plans and cost estimates for
these projects. . , : :
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The budget includes $33.9 million for construction of the Los Angeles—
Chemistry and Biological Sciences Addition and for working drawings of
the Santa Barbara—Physical Sciences Building. The Legislature has
previously approved these projects. The preliminary lans and cost
estimates, however, had not been received at the time this analysis was
written. This information should be available prior to budget hearings.
Thus, we withhold recommendation on these projects pending receipt of
the prellmlnary plans and the cost est1mates

G. UPGRADE RESEARCH SPACE

The budget includes nine projects totalmg $22 million that primarily
upgrade existing space for research. Table 12 summarizes the projects in
this category. We recommend approval of $13.7 million for two projects—
Davis - Asmundson Hall and Mann Laboratory Remodel and Santa Cruz
- Natural Science Building Alterations—because both projects are consis-
tent with scope and cost authorizations previously made by the Legisla-
{t"ullie Our findings and recommendatlons on the remaining projects are as

ollows:

Table 12
University of California
1988-89 Capital Outiay Program
G. Upgrade Research Space .
Item 6440-301-785 {General Obligation Bonds)
{dollars in thousands) ‘

. Budget Analyst’s Estimated’

Sub- - Co ‘ ' Bill Recom- Future
item - 'Project - Phase® ° Amount  mendation Cost®
(5) Berkeley—Life Science Building renova- : ‘ )
110 | S P ORI w C $2,603 - pending $41,054
(10) Daws—Asmundson ‘Hall and Mann Labo- : :
.ratory remodel ... ¢ 4,770 - $4,770 —
(13). Davis—Food Science and Technology re- :
model......coiiviiiniiiii w 102 pending 1,439
(15) Irvine—Steinhaus Hall renovation. ........ Cpw . 944 pending 13,232
(18) Los Angeles—School of Engineering and : T
: Applied Science, retrofit................... T ow 740 pending 15,300
(21 Riverside—Fawcett Laboratory renova- : ' ' '

B 1 T T ST we © 1,33 - -
(25) -San Dlego—Urey Hall renovation.......... c - 1514 - pending 1,039
(26) San:Diego—Computer Science Bmldmg - . : o

TENOVAHON. ...vvvvvn it c - 71,088 .- pending 312

(35) . Santa Cruz—Natural Smence Building Al- : : ‘ .
Cterations . ... s ¢ 8,974 8,974 . 1,882
Totals. ..oceuvienninennniinenens e e eearearas $22,020 - $13,744 $74,258

2 Phase symbols indicate: p = prehmmary plans, w = workmg drawmgs, and ¢ = construction.
P UC estimates (includes secondary effects where estimates available).

Preliminary Plans Not Completed for Reseaich Renovation Projects

We withhold recommendation on $5,997,000 in Item 6440-301-785 for
(5) Berkeley—Life Science Building renovdtion ($2,603,000), (13)
Davis—Food Science and Technology remodel ($102,000), (18) Los
Angeles—School of Engineering and Applied Sciences, retrofit
($740 000), (25) San Diego—Urey Hall renovations ($1,514,000), and
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(26) San Diego—Computer Science Building renovation ($1,038,000)
pending receipt of preliminary plans and cost estimates for these
projects. We also withhold on the (13) Davis—Food Science and
Technology remodel project because the proposed high cost of remod-
eling existing space has not been substantiated,

The budget includes $6 million for (1) working drawings of the
Berkeley Life Science Building renovation project, Davis Food Science
and Technology remodel project and Los Angeles School of Engineering
and Applied Science, retrofit project and (2) construction of the San
Diego—Urey Hall renovation project and San Diego—Computer Science
Building renovation project. Preliminary plans and cost estimates for
these projects have not been received by the Legislature at the time this
analysis was written but should be available prior to budget hearings.
Therefore, we withhold recommendation on these projects pending
receipt of the preliminary plans and the cost estimates. .

We also withhold recommendation on the Davis—Food Science and
Technology remodel project because the university has not substantiated
the high unit cost of construction ($108 asf) for this project, which is
about 50 percent higher than the cost of similar remodeling projects.

Irvine—Steinhaus Hall

We withhold recommendation on $944,000 in Item 6440-301-785(15)
Jor preliminary plans and working drawings for renovation of Stein-
haus Hall at Irvine pending receipt of additional information to
substantiate (1) the high cost of the project and (2) the deletion of 1,000
asf of general classroom space. § :

The budget includes $944,000 for preliminary plans and working
drawings for renovation of the Steinhaus Hall at Irvine. This $14.2 million
project consists of the reallocation and renovation of approximately 56,335
asf within Steinhaus Hall, 53,837 asf of which will accommodate the
Department of Ecology and Evolutionary Biology and the School of
Bioﬁ)ogical Sciences’ undergraduate class laboratories, and 2,498 asf of
which will be renovated for two. general assignment classrooms. (The
Departments of Developmental-and Cell Biology, Molecular Biology and
Biochemistry, and Psychobiology, all presently in Steinhaus Hall, will be
housed in Biological Sciences Unit 2 upon completion in 1990.) The space
to be renovated represents 83 percent of the 68,048 asf currently in
Steinhaus Hall. The project also involves upgrading the various building
systems (e.g., mechanical and structural) to accommodate the reconfi-
gured spaces as well as to respond to code deficiencies or to standard
building systems maintenance and energy conservation guidelines.

Renovation of Steinhaus Hall is coordinated with construction of the
new Biological Sciences Building Unit 2, to meet the future program
needs of the School of Biological Sciences. ,

According to the university, the estimated cost of renovation work is
based upon a unit cost of $146 per asf. This is about 50 percent higher than
the unit cost for renovating the Physical Science Unit 1 building at Irvine.
The university’s proposal provides no explanation to substantiate this
high cost of construction. In addition, the university’s proposal indicates
that the 2,498 asf of classroom space is about 1,000 asf less than originally
planned. In view of the apparent shortage of classroom space (61 percent
of state guidelines) on the Irvine campus, we asked the university to
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provide an explanation for this change. To date, the university has not
responded. :

- We withhold recommendation on this project pending receipt of
additional information to substantiate (1) the high cost of the renovation
work and (2) the need to delete the 1,000 asf of classroom space.

Riverside—Fawcett Laboratory Renovation :

- We recommend deletion of $1,335,000 in Item 6440-301-785(21) for
working drawings and construction of the Fawcett Laboratory reno-
vation project at Riverside because no project planning proposal has
been received by the Legislature for this project: _

The budget includes $1.3 million for working drawings and construc-
tion of the Fawcett Laboratory renovation project at Riverside. The
university’s budget document indicates that current-year funds available
to the university will be used to develop preliminary plans. The
university, however, has not submitted any documentation in support of
this project. Lacking this information, we recommend deletion of $1.3
million for the project. ‘ :

H. NEW SUPPORT SPACE

The budget includes $16.4 million for two projects that provide new
support facilities on the Berkeley and Santa Cruz campuses. The projects
in this category are summarized in Table 13. The construction phases of
the proposed projects are consistent with project scope and cost previ-
ously approved by the Legislature. Thus, we recommend approval. In
recommending approval of the Berkeley campus, Northwest Animal
Facility, however, we further recommend. that the Legislature (1)
change the funding source to the 1986 General Obligation Bond Program
and (2) adopt supplemental report language directing UC to sell the
off-campus animal facility site and use the proceeds to repay the bond
fund. A discussion of our recommendation follows: '

Table 13

University of California
1988-89 Capital Outlay Program .
H. New Support Space
{dollars in thousands}

Budgét- . Analyst.is Estimated

Sub- Bill Recom- Future .
item Proect Phase® Amount  mendation Cost®
Item 6440-301-525 (High Technology Revenue :

Bonds) :

(1) Berkeley—Northwest Animal Facility..... ¢ $12,459 $12,459 - $936
Item 6440-301-785 (General Obligation Funds) ' : i -
(36) Santa Cruz—College Eight academic unit. c 3,909 3,909 _ 187¢"

7Y P SR, veeean $16,368 $16,368 $1,123

2 Phase symbols indicate: ¢ = construction.
b UC estimates. . . .
© Estimated cost to alter approximately 10,000 asf of vacated space has not been identified.

Berkeley Northwest Animal Facility

We recommend that $12,459,000 be approved under Item 6440-301-
782(1) (1986 General Obligation Bonds) rather than as proposed under
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Item 6440-301-525(1) (High Technology Revenue Bonds) for construc-
tion of the Northwest Animal Facility at Berkeley because it is more
appropriate and less costly to use general obligation bonds than
revenue bonds to fund this support facility.

In addition, we recommend adoption of supplemental report lan-
guage directing UC to sell its existing animal facilities at 800 and 506
Hearst Avenue in Berkeley and use the full proceeds to offset the cost of
constructing the new Northwest Animal Facility.

The budget proposes $12.5 million from high technology revenue
bonds for construction of the new Northwest Animal Facility at Berkeley.
The total cost of the project is estimated to be $14.6 million. Projected
completion is scheduled for the summer of 1990. The university also plans
to use about $850,000 of nonstate funds to undertake additional work to
enhance the site development.

This project is the last step in a series of projects to consolidate the
Berkeley campus’s various animal facilities and correct several serious
deficiencies in the existing facilities. The new 31,200 asf facility consists of
two levels, mainly below ground, designed to conform with the National
Institute of Health’s Guide for the Care and Use of Laboratory Animals.
The proposed project and estimated costs are consistent with prior
legislative action on this project. Consequently, we recommend approval.

Recommend Change in Funding Source. The Northwest Animal
Facility should be funded with general obligation bonds rather than with
revenue bonds for two basic reasons. First, financing with revenue bonds
is more costly than with general obligation bonds. This is mainly because
revenue bonds are not backed by the full faith and credit of the state
while general obligation bonds are. Second, there is no revenue gener-
ated by the animal facility. The revenue bonds are secured by lease
payments on the facilities for the 20-year term of the bonds. These lease
payments are from the General Fund and are subject to the constitutional
appropriations limit established by Article XIIIB.

There is no overriding reason to finance this project from revenue
bonds. Based on prior appropriations and administrative actions there
should be an unappropriated balance of about $16 million in the 1986
Higher Education Capital Outlay Bond Fund. In view of the undesirable
ang unnecessary use of revenue bonds for this project, we recommend
that the Legislature finance the Northwest Animal Facilities from the
1986 bond program. :

Sale of Hearst Avenue Animal Facilities. Construction of the North-
west Animal Facility will allow the campus to vacate the state-owned
animal facility (14,700 asf) at 800 and 806 Hearst Avenue. Lacking further
need for this facility, we recommend the Legislature stipulate that the
university should sell these facilities and use the proceeds to repay the
bond fund for the cost to construct the new animal facility. Accordingly,
we recommend adoption of the following supplemental report language.

Berkeley Northwest Animal Facilities. 1t is legislative intent that:

The University of California upon completion of the Berkeley -
Northwest Animal Facility sell the existing animal facilities at 800 and
806 Hearst Avenue in Berkeley and use the proceeds to repay the 1986
Higher Education Capital Outlay Bond Fund for the cost to construct
the Northwest Animal Facility.
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The budget mcludes $13.1 million for 10 pI‘OJeCtS Whlch we have
categorized as “other” projects. These include universitywide planning,
minor capital outlay improvements, road improvements, electrical sys-
tem modifications, and removal of architectural barriers to the mobility
impaired. The proposed projects and our recommendations on-each are
summarized in Table 14. We recommend approval of $670,000 for two of
these projects because the scope and estimated costs of these projects
appear to be reasonable. A discussion and our recommendations on the
‘remaining projects follow. :

Table 14
University of California
1988-89 Capital Outlay Program
1. Other Projects
Item 6440-301-785 (General Obligation Bonds)
(dollars in thousands)

Budget Analystis Estimated

Sub- : : : ‘ Bill Recom- Future
item Project Phase® Amount . mendation Cost®
(1) University-wide—minor capital outlay .... c $6,528 pending - L -
(2) University-wide—project programming. .. P 200 $200 o —
(T) Berkeley—handicapped access improve- ‘
ments, StEP 5.0 i.iiin i w ) 87 pending $1,314
(8) Berkeley—electrical distribution system-— » ’
expansion and renovation.................. pw 470 470 4,656
(11) Davis—electrical  system—modification ‘
and expansion ............evvieueiieiniinens ¢ 2,787 - pending -
(17) Irvine—campus roadway unprovements
step Loeiiiiiiniiii pw 240 pending 3,164
(27) San Diego—handicapped access improve- :
ments, SteP 2...oevviieiiiiinenieeeaenn, w 59 pending 1,098
(30) San Diego—central plant chilled water
system improvements..............c........ wce 2,515 pending —
(33) Santa Cruz—handicapped access improve- .
ments, step4.....oooiiiiiiiiiiinini w 25 pending 510
(38) Santa Cruz—Meyer Drive Extension,
phase L. - pw 204 — 2,328
Totals. ...ooevnieiiiiii e $13,115 $670 $13,070

2 Phase symbols indicate: p = preliminary plans, w = working drawings, and ¢ = construction.
° UC estimates.

Project Information Needed

We withhold recommendation on $12,001,000 in Item 6440-301-785 for
(1) university-wide minor capital outlay ($6,528,000); (7) Berkeley
handicapped_access improvements ($87,000); (11) Davis—electrical
system—modification and expansion ($2,787,000); (27) San Diego—
handicapped access improvements ($359,000); (30) San Diego—central
plant chilled water system improvements ($2,515,000); and (33) Santa
Cruz—handicapped access improvements ($25,000) pending receipt of
(1) the university’s minor capital outlay program proposal and (2)
preliminary plans and cost estimates for the other projects.

Minor Capital Outlay Program Proposal Not Available. The budget
includes $6.5 million for the university’s minor capital outlay projects
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($200,000 or less per groject) in 1988-89. Normally, the university submits
details of its proposed minor capital outlay program two months prior to
release of the Governor’s Budget preceding the upcoming budget year.
This proposal lists and describes each proposed minor capital outlay
project by campuis. At the time this analysis was written, the university
had not submitted any information on this program for the budget year.
Consequently, we withhold recommendation on the $6.5 million pending
receipt of the university’s minor capital outlay program proposal.

Preliminary Plans not Completed. The budget includes $5.5 million
for five projects (1) to remove architectural barriers for the mobility
impaired at the Berkeley, San Diego and Santa Cruz campuses, (2) to
improve the electrical system and chilled water system at the Davis and
San Diego campuses, respectively, and (3) to improve the roadway
system at the Irvine campus. The university is in the process of preparing
preliminary plans and cost estimates for these projects which should be
available prior to budget hearings. Therefore, we withhold recommen-
dation on the $5.5 million for these projects, pending receipt of the
preliminary plans.

Irvine—Campus RoadWay Improw)emenfs

We withhold recommendation on $240,000 in Item 6440-301-785(17)
for preliminary plans and working drawings of campus roadway
improvements at Irvine pending receipt of additional information.

The budget requests $240,000 for preliminary plans for construction of
campus roadway improvements (step 1) at Irvine to relieve existing and
projected traffic congestion. The proposed $3.4 million project would
include the following improvements: -

o Extension of Health Sciences Road to provide a new campus
entrance at the intersection of Bison Road and Bonita Canyon Road.
(This involves 2,400 feet of new two-lane road and 800 feet of road
improvements);

¢ Realignment of Physical Sciences Road and a portion of South Circle
View Drive to complete the southern half of the campus’s inner loop
road. (This involves 2,400 feet of new three-lane roadway); and

o Widening of Mesa Road to provide turning pockets, bicycle lanes,
and sidewalks. (This involves widening of 1,350 feet of existing road
to provide one additional lane each way and im%)rovement of th
Bridge Road/Mesa Road intersection to add turn lanes.) :

The proposed road improvements on Bison Road, South Circle View
Drive, and Physical Sciences Road are needed to provide additional
traffic capacity by 1990-91. Based on data submitted by the university,
however, the improvements to Mesa Road are not needed because there
is currently sufficient capacity to handle projected traffic volume through
1990-91. In addition, the impact the other improvements may have on
Mesa Road traffic is unknown at this time. Consequently, we recommend
that this portion of the project not proceed at this time. We have asked
the university for the cost estimate for this element of the project. At the
time this analysis was written, the university had not responded. Thus, we
withhold recommendation on the $240,000 for preliminary plans of this
road improvement project, pending receipt of this cost estimate.

Santa Cruz—Meyer Drive Extension P

1 We recommend deletion of $204,000 in Item 6440-301-785(38) for
l preliminary plans and working drawings for construction of an
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UNIVERSITY OF CALIFORNIA—CAPITAL OUTLAY—Continved

extension to Meyer Drive at Santa Cruz because the need for the project
has not been substantiated. (Future savings: $2.3 million.)

The budget includes $204,000 for preliminary plans and working
drawings for expanding the campus road system and water system. The
roadway expansion includes (1) a 2,300 foot two-lane road (including a -
bridge) to provide a second cross-campus roadway (connecting Meyer
and Hager Drives) and (2) widening an 810-foot segment of Meyer
Drive. In addition, the project includes installation of an unspecified
length of eight-inch waterline. The estimated future cost of this project is
$2.3 million.

We recommend deletion of the $204,000 for preliminary plans and
working drawings because (1) the need for this project has not been
substantiated, (2) it is not clear what improvements will be made and
what the costs would be of the various elements of the project, such as the
roadway, the bridge, and the waterline, and (3) a vehicle transit and
pedestrian traffic flow and parking plan has not been provided. The
university has not responded to requests for information addressing these
issues.

Supplemental Report Language

For purposes of project definition and control, we recommend that
supplemental report language be adopted by the fiscal committees which
dl;escribes the scope of each of the capital outlay projects approved under
these items.

HASTINGS COLLEGE OF THE LAW
Item 6600 from the General

Fund and various other funds Budget p. E 99
REQUESEEA 1988-89 .vroeveeerereesses s esesrs s sessssses s $15,643,000
Estimated 1987-88 ........oiiiinecnersioiesssieseseesessssssessssssassesenes 14,951,000
ACtUAl T986-B7 ......oooverecrrreencrnirernesresessnssssssssssesessssssessesosesassssenes 14,606,000

Requested increase (including amount
for salary increases) $692,000 (+4.6 percent)
Total recommended reduction...........uevcceeeecenerineerserensescrenes None
Recommendation pending .........ccooeneecninesennniineseensene 77,000

1988-89 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
6600-001-001—Main support General $11,765,000
6600-001-814—Lottery revenue Lottery 151,000
6600-006-001—Financial aid General 516,000
6600-011-001-Compensation General 272,000
6600-490—Reappropriation - —
Federal Trust 363,000
Reimbursements — 2,576,000

Total $15,643,000
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. « Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Faculty Salary Increases. Withhold recommendation on 1010
$77,000 proposed for faculty salary increases, in order to
evaluate whether it is-financially feasible to provide in-
creases which are at parity with comparison institutions.

GENERAL PROGRAM STATEMENT

Hastings College of the Law was founded in 1878. It is designated by
statute as a law school of the University of California, although it is
governed by its own board of directors. In accordance with legislative

irection ?ipproved in 1987, Hastings plans to enroll 1,250 students in
1988-89 and to reduce enrollment to 1,200 students by 1989-90.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes a total of $15.6 million from all fund sources for
support of Hastings in 1988-89. Table 1 summarizes expenditures and
funding sources for Hastings in the prior, current, and budget years.
From the General Fund, the 1988-89 budget proposes an appropriation of
$12.6 million, an increase of $692,000 (5.8 percent). This increase includes
$272,000 associated with the cost of salary and benefit increases in 1988-89.

Table 1
Hastings College of the Law
Expenditures and Funding
1986-87 through 1988-89
(dollars in thousands)

Change from
Actual Est. Prop. 1987-88

Programs : 1986-87 1987-88 1988-89  Amount  Percent
Instruction........vcevvevvinenenibonnnnnnn, $5,827 $6475 -~ $6,730 $255 3.9%
Public and professional services ........... 179 179 179 — —
Academic support—law library............ 1,593, 1,588 1,638 50 31
Student SEIVICES .. ..vvveviveerinaneenenennns 2,351 2,954 2,254 — R
Institutional support...............ccevnnee. 2,948 2,896 2,850 —46 —-16
Operation and maintenance of plant...... 1,708 1,559 1,421 —138 -89
Provisions for allocation.................... y — — 571 _5n —2

Totals....ocvvveeiiiiiiiiiiii $14606  $14,951 $15,643 $692 4.6%
Funding Sources
General Fund. .............................. $11,639 311,861 812,553 $692 58%
Lottery Education Fund .............. feare 127 151 151 - -
Federal funds...................00ccc.0o. 432 383 363 — —
Reimbursements.................ivcco.iins 2408 2576 2576 — —
Personnel-years............cococvniiinniins 218.7 211.7 2117 - —

@ Not a meaningful figure.

Table 2 identifies the specific factors accounting for the net $692,000
increase in General Fund support proposed for 1988-89. . o
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HASTINGS COLLEGE OF THE LAW—Continued
Table 2

Hastings College of the Law :
Proposed 1988-89 General Fund Budget:Changes
(dollars in thousands)

1987-88 Expenditures (Revised) ...........o.iveiiieiiniieniiiniiiniiiinnee $11,861
Baseline Adjustments
Annualization of 1987-88 salary inCrease ..........cocveeeiieervnnnreieernenerenenss . $285
Merit and promotions for faculty........ B P SN 51
Price changes. ... .cocov it e 74
UC Retirement System reduction .......c...coeiivivenienieiiiinniieinionrienis -119
Reduction for one-time augmentations. . .......... P U —46
Income adjustmEnt. .. c.vuvnuin it iire e e e 125
Subtotal, Baseline Adjustments..........oovvveiiiiririnereeriieniireieneerenennn ($370)
Program Changes )
Library automated legal services system..........ccccvervrvenerivnieiinnieinnes $50
Salary and Benefit Increases
Faculty salary. ... ..o $77
SEAfF SAlATY . . .\u et et e a e 138
Benefits. . ...c.oviniiiiii e 57
Subtotal, Salary and Benefit increase .........icocvvieriiiniiiioiiiiiiiieniiinnn. ($272)
1988-89 Expenditures (Proposed).........c.vviviveviiiiniiiiniiiiiiiiii $12,553
Change from 1987-88:
PN 11011 1o | A S S e, $692
Percent........coooviiiiiiiiii 5.8%

ANALYSIS AND RECOMMENDATIONS

We recommend approval of the proposed changes shown in Table 2
with the exception of the faculty salary increase proposal which we
discuss later. In addition, we recommend approval of the following
Budget Bill items not discussed elsewhere in tﬁjs analysis: .

e California State Lottery Education Fund (Item 6600-001-814)—
$151,000 for instructionally related expenditures that supplement
Hastings” budget. )

. G(eineml Fund (Item 6600-006-001)—$516,000 for student financial
aid.

o General Reappropriation (Item 6600-490) —a provision reappropriat-
ing unexpended General Fund balances from Hastings” main support
item. Expenditure of the reappropriated funds is limited to instruc-
tional equipment, deferred maintenance and special repairs. A
Zimilar provision was approved by the Legislature in the 1987 Budget

ct. :

Faculty Salary Proposal Would Not Achieve Parity (ltem 6600-011-001)

We withhold recommendation on the proposed Hastings’ faculty
salary increase until the May Revision, in order to evaluate whether it
is financially feasible to provide faculty salary increases which are at
parity with UC’s comparison institutions.

The Hastings’ budget proposes an expenditure of $77,000 to provide a
3 percent faculty salary increase effective January 1, 1989. The Legisla-
ture has traditionally granted Hastings’ faculty the same change in salary
as that granted to faculty at the University of California (UC).

In our analysis of the UC faculty salary request we note that a full year
faculty salary increase of 3 percent would be needed in 1988-89 for UC to
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achieve parity with its comparison group. As:mentioned, however, the
budget proposes a January 1989 increase of 3 percent—one-half of the
amount required for a 3 percent increase for the full year.

In the past, we have consistently recommended that faculty receive a
salary increase sufficient to bring them to a parity level with comparison
institutions. We continue to believe that salary parity is the appropriate
method to detérmine annual salary levels. Because of the state’s fiscal
situation, however, this may not be poss1b1e Consequently, we withhold
recommendatlon until the “May Revision” when updated budget infor-
mation on expected revenues and expenditures will be available. At that
time we will advise the Legislature on the financial feasibility of
augmenting the budget to prov1de full year salary parity for faculty. Our
recommendation is discussed in greater depth in our. UC analysis (see
Item 6440). ,

CALIFORNIA STATE UNIVERSITY
Item 6610 from the General

Fund and various funds - .~ =+ Budget p. E 104
Requested 1988-89............cccu...... ettt sttt etss e eensaseass $2,382,099,000
Estimated 1987-88................ Crreereaeaeesaneees ertereresse sttt annenasaares 2,235,028,000
Actual 1986-87 ......ooocurirrnrirereserceniitionssinnesssseaseessessssasesesssaens oo 2,112,190,000

Requested increase $147,071,000 (+6 6 percent)

Total recommended FEAUCHOM v ersrmsor st sreese 8,836,000
Recommended General Fund revenue reduction.................. 84,000
Recommendation PENAINg ........ccvuvevrereereorsernneivenseniivaisnmsiioeresses 16,908,000

Recommended transfer to another Budget Bill item............. - 4,479,000

1988-89 FUNDING BY ITEM AND SOURCE"

Item—Description Fund : Amount
6610-001-001—Support : General . " $1,479,809,000
6610-002-001—Support General - . 836,000
6610-003-001—Support General 2,274,000
6610-006-001—Support . "~ General - 350,000
6610-010-001—Support General 326,632,000
6610-021-001—Support ~General . 10,716,000
6610-031-001—Support ) General ‘ 41,434,000
6610-001-814—Support : " Lottery Educahon o 22,502,000
6610-490—Reappropriation ’ General : —
6610-001-785—Support Capital Outlay Bond- . 10,600,000
6610-001-890 . :  Federal Trust ) 79,974,000
Subtotal, Budget Bill Items : . ($1,975,127,000)
Non-Budget Bill Funding :
Reimbursements : . $33,414,000
Expenditures from other fund sources : 373,558,000
Subtotal, Non-Budget Bill Funding. : : ($406,972,000)

Total R 4 $2,382,099,000
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CAI.IFORNIA STATE UNIVERSITY—Continved
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS - page

1. Calexico Off-Campus Center. Reduce Itein 6610-001-001 by 1022
$243,000. Recommend that budgeted FTE enrollment for '
the Calexico off-campus center be reduced from 300 to 205,
to be consistent with historical enrollment patterns. ,

2. Fullerton Enrollment. Reduce Item 6610-001-001 by 1022
$184,000 and reduce Item 6610-010-001 by $84,000. Recom-
mend that budgeted enrollment for CSU Fullerton in 1988-

89 be reduced by 100 FTE students in order to correct a
‘ technical error in the budget. L

3. Joint Doctoral Program Enrollment Reduce Item 6610- 1023
001-001 by $83,000. Recommend that enrollment in CSU’s
joint doctoral programs be excluded from total FTE enroll-
ment, for purposes of calculating the budgeted number of
faculty positions, because the positions needed to support
these programs-are funded by a separate formula based
specifically on joint doctoral program enrollment.

4. Statewide Nursing Program. Reduce Item 6610-001-001 by - 1024

. $673,000. Recommend reduction of funding requested to
establish state support of the off-campus Statewide Nursing
Program in order to fund the program on the same basis as
comparable on-campus nursing programs.

5. Continuing Education Concurrent Enrollment. Reduce 1028
Item 6610-001-001 by $2,497,000. Recommend increasing
General Fund reimbursements from the Continuing Educa-
tion Revenue Fund, to reflect the increase in revenues from
fees paid by students concurrently enrolled in regular
(General Fund) courses.

6. San Diego Joint Doctoral Program. Reduce Item 6‘6‘10-001- 1030
001 by $186,000. Recommend deletion of fundmg for a new
joint doctoral program because the program’s objectives can
be achieved at less cost by expanding existing doctoral
programs.

7. Student Writing Skills Program. Reduce Item 6610-001-001 1031
by $238,000. Recommend funding the Student Writing Skills
program on the basis of eligibility criteria actually used by
the campuses, thereby eliminating overbudgeting. '

8. Student Writing Skills Program. Recommend adoption of 1031
supplemental report language directing the CSU to report
on the desirability of implementing uniform e11g1b111ty cri-
teria for the Student Writing Skills program.

9. Financial Aid Funding Transfer. Reduce Item 6610- 1-001 1034
by $4,479,000 and increase Item 7980-101-001 by $4,479,000. '
Recommend transferring funds from CSU’s State University
Grant program to the Student Aid Commission’s Cal Grant -
program, because the programs serve the same purpose.

10. State University Grant Program. Reduce Item 6610-001-001 1035
by $184,000. Recommend reducing the amount proposed to
increase the State University Grant in order to ehmmate
double-budgeting.
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11. New Teacher Retention Program. Reduce Item 6610-001-001 1037
by $200,000. Recommend deleting the amount proposed to
expand the New Teacher Retention Program because the
program should not be expanded prior to completion of an
evaluation. :

12. Comprehensive Teacher Institutes. Reduce Item 6610-001- 1037
001 by $350,000. Recommend deletion of the amount pro-
goéed to expand the Comprehensive Teacher Institutes

ecause the program should not be expanded prior to
completion of an evaluation.

13. Expendable Items. Reduce Item 6610-001-001 by $716,000. 1039
Recommend reducing the amount proposed for an initial
complement of expendable items (supplies for new and
remodeled buildings) because these items are not required
for remodeling projects where no new function is added. :

14. Telephone . Installation. Reduce Item 6610-001-001 by 1039
$238,000. Recommend reducing the amount proposed for
telephone installation at CSU campuses, due to double-
budgeting arid a premature budget request.

15. Faculty Salary Increase. Withhold recommendation on the 1042
proposed CSU faculty salary increase until the May Revision,
in order to evaluate whether it is financially feasible to
provide salary increases which are at parity with CSU’s
comparison institutions. ,

16. Faculty Salary Methodology. Reduce Item 6610-031-001 by 1043
$2,960,000. Recommend reducing the amount proposed for
CSU faculty increases, in order to eliminate the effect of law
school faculty in determining salary parity with CSU’s
comparison institutions. :

17. Collective Bargaining Agreements. Recommend adoption of 1044
supplemental report language expressing legislative intent
that collective bargaining agreements not require CSU to
fund salary and benefit increases irrespective of legislative
action to provide funding for such purposes.

Overview of Legislative Analyst’'s Recommendations

We recommend (1) reductions to the CSU’s General Fund support
budget totaling $13.3 million, of which $4.5 million would be transferred
to the Student Aid Commission’s budget, and (2) a decrease in revenues
amo:lmting to $84,000, for a net savings of $8.8 million to the General
Fund. ’

We withhold recommendation on the proposed increase for faculty
salaries, pending a review of the state’s fiscal situation in order to
determine whether an augmentation would be feasible. '

Table 1 summarizes the fiscal impact of our recommendations.
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CALIFORNIA STATE UNIVERSITY-—Continued
Table 1

Summary of Changes to the CSU’s 1988-89 Budget
Recommended by the Legisiative Analyst

Program Impact on General Fund
Program ' Changes Expenditures Revenues
Calexico off-campus center.............ccocuune veen - —$243,000 —$243,000
Fullerton enrollment.................. er —268,000 —268,000 —$84,00Q
Joint doctoral program enrollment —83,000 . —83,000
Statewide nursing program ......................... —673,000 —~673,000
Concurrent enrollment.................c...coeinnnns —-2497000 . —2497,000
San Diego joint doctoral program .................. —186,000 —186,000
Student writing skills program...................... —238,000 —238,000
Financial Aid—interagency transfer................ R —4,479,000
State University Grant ..........cveevvieinennnnne. —184,000 — 184,000
New Teacher Retention Program ................... ~200,000 —200,000
Comprehensive Teacher Institutes ................. —350,000 —350,000
Expendable items for new buildings................ ~1716,000 ~716,000
Telephone installation.............vcoceenieninnnnn, —238,000 —238,000 .
Faculty salary increase ..........c..coeevenenennenn.. —2,960,000 —2,960,000 )
TOtalS ..ot —$8,836,000 —$13,315,000 —$84,000

GENERAL PROGRAM STATEMENT

The California State University (CSU) system is composed of 19
campuses which provide instruction in the liberal arts and sciences as
well as in applied fields which require more than two years of college
education. In addition, CSU may award the doctoral degree jointly with
the University of California or a private university.

Governance. The CSU system is governed by a 24-member Board of
Trustees. The trustees appoint the Chancellor who, as the chief executive
officer, assists the trustees in making policy decmons and provides for the
administration of the system.

Admission. To:be admitted to the CSU as a freshman, a student
generally must graduate in the highest academic third of his or her high
school class. An exemption, however, permits admission of certain
students who do not meet this requirement, prov1ded the number of such
students does not exceed 8 percent of the previous year’s undergraduate
admissions. .

Transfer students may be admitted from other four-year institutions or
from community colleges if they have maintained at least a 2.0 grade
gomt or “C” average in prior academic work. To be admitted to upper

ivision standing, the student must also have completed 56 transferable
semester units of college courses.. To be admitted to a CSU ‘graduate
program, the minimum requirement is a bachelor’s degree from an
accredited four-year institution.

The system has an estimated 258,120 full-time equivalent (FTE)
students and 33,573 personnel-years in 1987-88.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes General Fund expenditures of $1.9 billion for
support of the CSU system in 1988-89. This is an increase of $118.7 million,
or 6.8 percent, over estimated current-year General Fund expenditures.
We note that the proposed General Fund expenditures include $326.6
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million in revenues, primarily from student fees. The budget projects that
these appropriated fee revenues will increase by $34 million in 1988-89.
Consequently, fees fund 29 percent of the proposed General Fund
increase of $118.7 million.

Table 2 provides a budget summary for the CSU system, by program,
for the prior, current, and budget years.

Table 2
The California State University
Budget Summary
1986-87 through 1988-89
(dollars in thousands)

Change from
‘ Actual Est Prop. 1987-88

Programs 1986-87 1987-88 1988-89  Amount  Percent
Instruction........ccooovvvveiniiniinnnienn., $981,451 $1,050,929 $1,096,726 $45,797 44%
Public Service ........ccooeeiiiiiiiiiinnnn. 1,117 1,191 1,191 — —_
Academic Support..........c.oooveneiinnnis 181,213 187,936 189,508 1,572 0.8
Student Services..........oeveviiiernrienns 206,627 229,487 236,028 6,541 29
Institutional Support ...............coeunes 410,121 423,060 445,214 22,154 5.2
Independent Operations................... 67,639 - 67,148 73,436 6,288 94
Auxiliary Organizations .................... 264,022 274,583 285,566 10,983 40
Provisions for Allocation ................... — 694 12,996 12302 - —*
Unallocated Salary Increase - —_ 41,434 41434 e

Totals, Expenditures................... $2,112,190 $2,235,028 $2,382,099  $147,071 6.6%
Funding Sources '

General Fund, .........................cevn. $1,596491 $1,743329 $1862,051 $118,792 6.8%
Reimbursements....................coeenin, 60,870 31,550 33414 1,864 - 59
Special Account for Capital Outlay ....... 5824 — - — —_
Continuing Education Revenue Fund..... 42,803 41,623 4176 2553 61
Dormitory Revenue Fund (Housing)...... 26,162 29,658 30415 757 - 9.3
Dormitory Revenue Fund (Parking) ...... 10347 10,329 11,391 1,062 103
Higher Education Capital Outlay Bond . ]

Fund .....coovovveeiiiiviiniiinannn., — — 10,600 10,600 —@
Lottery Education Fund ................. .. 33380 ;502 22502 — -
Federal Trust Fund......................... 73211 81,420 79974 —1L446 ~18
Special Projects Fund ........ i, 80 i 10 YRR 7
Auzxiliary Organizations

Federal ...............coovvviniinnnnnnn, 41,950 43,659 45405 L7146 - 40
(0] U PRL S 202042 230,924 240,161 9237 4.0
Personnel-years............oveveeniennienins 33,6955 . 33,573.0 34,504.1 93L.1 2.8%

2 Not a meaningful figure.

The CSU budget is divided into nine major programs, which are shown
in Table 3 by funding source. In the analysis that follows, we discuss the
budget proposal for (1) the four programs—Instruction, Academic
Support, Student Services, and Institutional Support—that are supported
with state funds, (2) Erovisions_ for allocation, and (3) employee com-
pensation. The other three program elements—Public Service, Indepen-
dent Operations, and Auxiliary Organizations—are not supported with
state funds, and are not discussed in this analysis.

33—-77312




Table 3 Y
The California State University =
Expenditures by Subprogram and Funding Source (o)
1988-89 ~
(dollars in thousands) Z
Special Funds >
Founda- t]
Other State Funds Continy- tions and =
HECO Lottery ing Auriliary m
Bond  Special  Educs-  Educa-  Dormi- Federal  Organize-  Grand €
Fund  Projects tion tion tory  Parking  Trust tions Totals 2
<
- - - — - - - - s B
— — $16,040 - - — 16040 &2
= = - g - = _ = = _ a2
- - —  (wee) - - - = (075 |
&
- - - - - - - - {$L191) 3
- - - woo— - - -  ®mE
_ _ - 4 — — — - 19231 a.
- — - 146 — — — 54,791
= = = _ - _ = = _=- == _ %%
- - - ($229) - - - ($189,508)
- - - - - - - - §7218
— — — - - - - - 22,654
- - - $9 - — ~ - 31,634
- - - — - — $79.974 — 124554
= = - 4 & - = = 88
- - - (§13)  (87,288) - (§19974) - ($236,028)
- - - 476 - - - - 846,054
- - - 1164 $1,635 $984 - -— 37633 .

General Fund
Reimburse-
Programs Net menis Totals
1. Instruction
Regular instruction................... $1,068265  $2,000 $1,070,265
Special session instruction. ............. - —_ -
Extension instruction................. — - —
Subtotals, Instruction.................. ($1,068,265)  ($2,000) ($1,070,265)
2. Public Service
Campus community service........... —  ($L,191) ($1,191)
3. Academic Support
Libraries ...ooovveneiiniiinnnls i $89,355 - $89,355
Audio-Visual services................. 19,197 - 19,197
Computing support .................. 54,645 — 54,645
Ancillary support. ..................0l 26,082 — 26,082
Subtotals, Academic Support .......... ($189,279) . —  ($189,279)
4. Student Services
Social and cultural development ....... $7918 - $7218
Supplementary educational
servicessEDP .......ooooviiiiiiiiins 22,654 — 22,654
Counseling and career gmdance ....... 31,625 - 31,625
Financial aid.........c.covvviennnnes U371 $10209 44,580
Student support..............coeueaes 42676 — 40,676
Subtotals, Student Services. ........... ($138,544) ($10.200)  ($148,753)
5. Institutional support . : .
Executive management............... $34,289 - $34,289
Financial operations.................. 33,850 —

33,850
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General administrative services ., ... .o TI8M . . — T804 T - 621 - - — — 78,425
Logistical services..........0......... 64,614 . - $1,028 65,642 - - S = 1,962 3914 6,087 - - 71,605
Physical plant operation . .......... .. 164,656 — 164656  $10,600 $10 —_ 45 19,376 2,340 — — 197,027

. Faculty and staff services ............. 194 - 194 - - - - - —_ - - 194
Community relations................. 6,583 — 6,583 — - — 1,693 — - — — 8276
Subtotals, Institutional Support.......... (4381990)  ($1,028) ($383018) ($10600)  ($10) —  (BUT20)  (8249%5)  ($9411) — - (s45214)

6. Independent operations ............... ($52505) ($18986)  ($71511) - - - - - (81925) — = (§13%)
7. Awdliary Organizations. .............. — - — - - - — - - —  ($285,566) ($285,566)
8. Provisions for Allocation............... (~$9986)  — (—$9986) - — (§22509)  (§23)  (SM0)  (355) - - ($1299)
9. Employee Compensation ............. ($41434) —  ($41434) - = — - = - - —  ($41434)
Totals, Support Budget Expenditures. $1862051  $33414 $1895465  $10600  $10  $92502  $44176  $32415  $II9L 79074  $985566 . 2,382,099

0199 Wl
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CALIFORNIA STATE UNIVERSITY—Continued
1988-89 Budget Changes

As detailed in Table 4, the budget for CSU in 1988- 89 reflects several

offsetting increases and decreases. The table shows that:

o Baseline adjustments result in a net increase of $20.2 million. These
include various adjustments in personnel costs and reductions for
nonrecurring expenditures.

o Workload changes, which include enrollment-related adjustments,
result in an increase of $44 3 million.

o Program changes result in an increase of $10.5 million. (Each of
these augmentations is discussed later in this analysis.)

o Unallocated salary and benefit increases, also discussed later in this
analysis, total $41.4 million.

Table 4

The California State University
Proposed 1988-89 General Fund Budget Changes
(doliars in thousands)

1987-88 Expenditures (Revised) ..........covviveiiveiininiiiiiiiiiniiiiiieian, $1,743,329
Baseline Adjustments
Merit salary adjustments..........coeviiiuiiiieriiiiriiie e $10,220
Unscheduled reduction to nonfaculty merit salaries.............coooeierveeiennnns —5,808
Full-year funding........c.cviveviiiniiininiiiiiinneiierineninenanisinen, SN 40,641
Faculty promotions. .........ovviueriiiiniiiriniieiiiiiineieiiieieiiieerieeses 1,320
Retrement .....o.oovnvniniiiiiiiit e et et eetr e te e nes —18,500
Teacher’s Tetrement. .. ...o.o.viurs it iiereee e enrreraieearaenenens -7
L0711 D ) D PP ST PPIH © 2422
Dental—annuitants..............cooviveniiiiineinnennn., e ererenreereerareinranaas 103
Unemployment cOmpPensation............c.ceueeeriirierenrinrienecnsnenoanacsenses -100
Workers' COMPENSAtON .. .....vuiuerieitiiieeriinereneironenireninenreeneirseesnes 500
Industrial disability 1eaves ...........coeuiiiiniiiiiiiii i e eenen 200
Nonindustrial disability leaves...........cccooviiniiiiiiiiiiniiiiicereneneans —50
Nonrecurring tems . ......oovviiiiiiiiii e 17,325
PriCe NCTEASE . v v iviniiitin ittt ettt e e e e s et r e st enens 6,596
Subtotal, Baseline Adjustments ............c.coveiiiiiiiiiiiineieneaes e ($20,212)
Workload Changes
Enrollment adjustment .........covverervneiiiiriieiiiieiieeeinireneneniaeienn, $25,835
Special cost factors
InStTUCHON ..ot s e et e 4,063
Academic SUPPOTE.......c.vvvinieiiiiaii e rie et ereneaaaes ferrrereeeenees 450
SHUAENE SETVICES . ..vvvvvenririniieterieeir et iniererereneiaenevieneneneisenns 2,549
Institutional SUPPOT .. ..vvvuieniiiniiiiiiiiii i raa e 7,584
Independent OpPerations..............covvvereneunrninreneniiennant ST RTR : 6,696
Provisions for allocation ................cooveieniiiinieiiiiiiir e enenn 30
ReimbUursements ........oouviuerirenniriivreeerieneiirineneneens FOPTTR —1,864
Systemwide offices. ... ..cooiiviiiiiiiiii e 102
Systemwide PrOVISIONS. .......ovueeeriinerieirernerererneeeearereereenensenannns —1162°
Subtotal, Workload Changes .................ccoiivvniiiiiiinn, Ve ($44,283)
Program Changes
Faculty reCruitinent. . ......oovviiiiieniiiii i vee e e s e enrenieenens $500
Financial aid. .........ooieiiiiiit e e e e 2,041
Student underrepresentation and teacher improvement.......................... 750
Faculty research..........cccooiiiiiiiiiiii e Ceereesiernens 2,502
San Diego doctoral program.............ccoveeerieieiiiieniineiireetieeiieeaenans : : 186
Minority Engineering Program...........c..ocoiviiiiiniiininiininni, 250
Instructional COMPULNE ......ocvvvririiirinieiiiiieiiiirrris e aenine : 4,290

Subtotal, Program Changes ..............cocoveieiiiinineiiiniennicenienenes. ($10,519)
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Salary and Benefit Increases
Faculty salary..........cooviniiiiiniiiiiiiiiiiii i e $19,868
Staff salary............. PP et rrar e 14,297
3 1T T O 7,269
- Subtotal, Salary and Benefit Increases...............cccoevniniiviiiiininin, ($41,434)
Capital Outlay Revenue Bonds ’
Lease payments on revenue bonds..................ccoeiiniiii . ($2,274)
1988-89 Expenditures (Proposed)................ et e aaanas ~ $1,862,051
Change from 1987-88:
Amount........co.veveueinenneen. TN et e aae $118,722
PETCENL ..ttt e e ae s 6.8%

ANALYSIS AND RECOMMENDATIONS

We recommend approval of all baseline adjustments and the following
program change proposals:

e Faculty Recruitment—$500,000 to augment funds allocated for
faculty recruitment. These funds are justified on the basis of cost data
submitted by CSU. .

o Minority Engineering Program—$250,000 to expand the Minority
Engineering Program, which provides retention and support ser-
vices for underrepresented minority engineering students. A report
submitted by the California Postsecondary Education Commission
indicates that this program has increased the retention rate of
participating students. :

'al“lhe remaining budget change proposals are discussed elsewhere in this
analysis. ' ’

In addition, we recommend approval of the following Budget Bill items
‘ which are not discussed elsewhere in this analysis:

! o Fellows Program (Item 6610-002-001)—The budget proposes
$836,000 for the Senate, Assembly, and Executive Fellows Programs,
which are administered by CSU Sacramento. This is an increase of
$87,000 over the amount appropriated in the current year. The

| increase will be used to augment stipends for program participants.

o Revenue Bond Payments (Item 6610-003-001)—The budget pro-
poses $2,274,000 from the General Fund for debt service payments
required for lease-purchase revenue bonds for capital construction
projects at several CSU campuses. These projects were approved by
the Legislature in prior Bucf;et Acts.

o Student Housing (Item 6610-006-001)—The budget proposes -to
transfer $350,000.from the General Fund to the Affordable Student
Housing Revolving Fund in 1988-89, the same amount appropriated
in the current year. These funds are used to subsidize interest costs
in connection with bond financing for comstruction of affordable
student housing at the CSU Fullerton and Hayward campuses. Our
analysis indicates that the amount ﬁroposed is consistent with the
Legislature’s intent in establishing the subsidy.

o Appropriated Revenue (Item 6610-010-001)—The budget proposes
to appropriate $326.6 million in revenues—primarily from student
fees—for support of CSU in 1988-89. Our analysis indicates that the
estimated level of revenues is consistent with the proposed enroll-
ment and level of student fees in the budget year. ' :
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o Special Repairs and Deferred Maintenance (Item 6610-021-001)—
The budget proposes $10.7 million from the General Fund for special
repairs and deferred maintenance in 1988-89, the same.amount
appropriated in the current year. Our analysis indicates that these
funds are needed for CSU’s ongoing special repair requirements:

e Asbestos Abatement (Item 6610-001-785)—The budget proposes
$10.6 million from the 1988 Higher Education Capital Outlay Bond
Fund for asbestos abatement at CSU in 1988-89, to be expended for
projects identified in specified categories in CSU’s feasibility study.
This is an increase of $4.6 million, or 77 percent, over the amount
ap(gropriated for this pul&)ose in the current year. Qur:analysis
indicates that the proposed expenditures are warranted. _

o Reappropriation (Item 6610-490})—The Budget Bill contains lan-
guage reappropriating any unexpended balances from CSU’s 1987
Budget Act appropriation (main support item). This provision
requires CSU to use the first $1,868,000 reappropria‘tedp for the
replacement of instructional equipment. Additional funds reappro-
priated by this language 'may be used only for instructional equip-
ment, deferred maintenance and special repairs, student computer
workstations, On-Line Public Access Catalog projects, or the concur-
rent enrollment program. A similar provision was included in the
1987 Budget Act. CSU generally has year-end balances of approxi-
mately $5 million. Consequently, the proposed language is likely to
result in a reallocation of about $5 million, to be expended on the
items listed above. Our analysis indicates that the authorized reallo-
cation of funds is warranted. 3 ) , :

o Federal Funds (Item 6610-001-890)—The budget proposes an appro-
priation of $80 million from the Federal Trust Fund for support of
CSU. This is a decrease of $1.4 million, or 1.8 percent, from estimated
current-year expenditures. Qur analysis indicates that the proposed
use of these funds for financial aid is justified.

» I. INSTRUCTION

The CSU budget’s instruction program includes all major instructional
programs in which students earn acadeimic credit towards a degree. The
program consists of three elements: regular instruction, special session
instruction, and extension instruction. .

Table 5 shows expenditures for instruction in the prior, current, and
budget years. The table indicates that the budget proposes an increase of
$45.8 million, or 4.4 percent, in General Fund expenditures for instruction
in 1988-89. This is ’ffl)le primarily to a projected enrollment increase.

Table 5
The California State University
Instruction Program Budget Summary
. 1986-87 through 198889 = .
(dollars in thousands) .

v Change from
: - Actual Est Prop. 1987-88
Program T ¢ 1986-87 1987-88 198889  Amount  Percent
Regular instruction.:................c...... L $957967  $1,025234 - $1,070,265 ° $45,031 44%
Special session instruction.................. 14,611 15662 © 16,040 318 24
Extension instruction....................... 8,873 10,033 10,421 388 ° 39

Totals, Expenditures................... $981.451  $1,050929 $1,096,726  $45,797 44%
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Funding Sources / '
General Fund. ............. e 8937120 31003811 81068965 964,454 64%
Continuing Education Revenue Fund..... 23,484 25,695 26,461 766 30
Lottery Fund .............................. - 194% 19423 —® 19423 —100.0
Reimbursements...........ccccovvvevvnennn, 1,351 2000 2000 - —
Personnel: ) : :
Regular instruction....................... 18,916 19,000 19,522 521.9 2.7%
Extension and special session............ 343 347 351 41 12
Totals, Personnel-years ................ 19,259 19,347 19,873 526.0 2.7%

a Lottery expenditures in 1988-89 are shown as an unallocated expenditure in a separate program. We
estimate that lottery expenditures in the instruction program in 1988-89 will be approximately the
same as in the current year.

A. ENROLLMENT

Enrollment in the CSU is measured in terms of full-time equivalent
(FTE) students. One FTE equals enrollment in 15 course units. Thus, one
FTE could represent one student enrolled in 15 course units or any other
student/course combination, the product of which equals 15 course units.

As Table 6 shows, the latest estimate of CSU enrollment in the current
year (1987-88) is 258,120 FTE students. This estimate is 4270 FTE (1.7
percent) above the enrollment budgeted for 1987-88, and 5,331 FTE (2.1
percent) above the actual 1986-87 FTE enrollment.

The budget proposes enrollment of 261,195 FTE students in 1988-89, an
increase of 7,345 FTE (2.9 percent) over the budgeted level for 1987-88,
and 3,075 FTE (1.2 percent) over the latest estimate for the current year.

Table 6

The California State University
Annual Full-Time Equivalent Students
1986-87 through 1988-89

Change from
1987-58 Budgeted
1986-87 . Revised  1988-89 1987-88
Compus Actual  Budgeted FEstimate  Prop. "Number Percent
Bakersfield............ e eveeeeerreeenean 3,250 3,310 3,500 250 1.7%
ChiCo. v evvieitiineniiariiieeeeanaes 13,300 13,434 13,500 200 L5
Dominguez Hills 5,200 5,049 5,855 655 126
Fresno......oocevvivveiiiieniieniinas 14,400 14,928 15,400 1,000 6.9
Fullerton........cooovviiniiiiinnnen. - 16,500 16906 - 17,000 500 3.0
Hayward .........ocoiveieninineninnnn 9,850 9,135 9,810 -40 —04
Humboldt.....ovvvvienrniivenniennnes 5,500 5,584 5,750 250 45
Long Beach 23,200 24,285 23,600 400 17
Los Angeles 15,650 15,648 15,850 200 1.3
Northridge...... 20,600 20,873 20,900 300 15
Pomona ....ovveviiiiiininiiiiiiii 15,200 15,201 15,500 300 20
Sacramento 17,950 17,899 18,250 300 17
San Bernardino .............cccoeennenn. 5,346 5,900 6,061 6,700 800 13.6
San Diego.......coovviiiiiiiiiininnn, 26,219 25,800 26,672 26,100 300 1.2
San Francisco.......cccovviieniinninnen 18,737 18,400 18,814 19,200 800 43
SanJose.....cooviiiiiiiiiiiiinien 19,090 19,100 19,746 20,000 900 47
San Luis Obispo .........ccoveenennes . 15174 15,570 15,424 15,480 -9 06
Sonoma. .......coeiiiennnnn. eeereeaees 4320 4450 4,550 4,600 150 ‘34
Stanislaus........ooveviviiiniiiieenne. 3,392 3,550 3,581 3,750 200 5.6
International Program................. 458 480 420 450 —-30 —63

Totals......oovivvinninnirnnnninnen, 252,789 253,850 258,120 261,195 7,345 29%
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1. San Diego’s Calexico Off-Campus Center Enroliment Is Overbudgeted

We recommend that FTE enrollment budgeted for San Diego’s
Calexico center be reduced from 300 to 205, to be more consistent with
historical enrollment patterns, for a General Fund savings of $243,000.
(Reduce Item 6610-001-001 by $243,000.)

San Diego State University operates an off-campus center at Calexico.
The budget is based on a projected enrollment of 300 full time equivalent
(FTE) students at the Calexico center in 1988-89, the same as budgeted
enrollment for the center in the current year. A review of past year and
estimated current year enrollment levels, however, reveals that the
budget projection is unrealistically high. In fact, enrollment at Calexico
has consistently been overbudgeted in past years, as detailed in Table 7.

Table 7

Annual FTE Enroliment of Calexico Center
1980-81 through 1987-88 )

Enrollment =~

i “ : . Budgeted- . Actual - Difference
19808t eeeeee oo eeeeieeseieee 300 04 - - —T6
19B1-82.....e.vve e eeveeveeereeeereereenaesseearaen 300 20 —80
198283 ..o 30 . 24 . . —T6
198384, ... RSP B 0 192 —-108
198485 .....verirnirnan, SO SO 300 180 =120
1985-86.......veeerreeeenn. ORI e 0800 201 69
198687 . cu ittt o300 207 —93
1987-88 (€St.) ..vvvvinininieininiiiieni s 300 203 -97

These data indicate that actual enrollment at the Calexico center has
been stable since 1985-86, ranging from 201 to 207 FTE. The CSU
Chancellor’s Office, moreover, has been unable to cite any factors which
might lead to an unusual increase in enrollment at Calexico next year.
Consequently, we estimate that FTE enrollment for the center will be
205 in 1988-89, and recommend that the budget be adjusted accordingly.
This would result in the elimination of 8.3 positions, for a General Fund
savings of $243,000. . s

2. Technical Error in Budgeted I.eve,‘l‘gf Enrollment

We recommend that the budgeted level of enrollment for CSU
Fullerton in 1988-89 be reduced by 100 FTE students in order to correct
a technical budgeting error, for a net General Fund savings of $184,000.
(Reduce Item 6610-001-001 by $184,000 and reduce Item 6610-010-001 by
$84,000.) : o ' L : o

The CSU Trustees requested a General Fund augmentation of $587,000
and 100 FTE student enrollment in 1988-89 to support an off-campus
center at CSU Fullerton. This proposal was rejected and the budget does
not include the $587,000 requested for operating expenses and- five
support positions. The budget, however, inadvertently includes the 100
FTE associated with the proposed off:campus center and $268,000
associated with this enrollment. In order to correct this technical
budgeting error, we recommend deletion of the $268,000 and eight new
positions that would be supported by these funds. Because this would also
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result in a General Fund revenue loss of $84,000 (in fee revenues), our
recommendation would result in a net General Fund savings of $184,000.

3. Enroliment in Joint Doctoral Programs is Double-Counted

We recommend that enrollment in CSU’s joint doctoral programs be
excluded from total FTE enrollment, for purposes of calculating the
‘budgeted number of faculty positions, because the positions needed to
support these programs are funded by a separate formula based
specifically on joint doctoral program enrollment. This would result in
a General Fund savings of $83,000. (Reduce Item 6610-001-001 by
$83,000.) L '

CSU operates seven joint doctoral programs in conjunction with other

" universities. Faculty positions required to support these programs at CSU

are derived by a specific budget formula, under the Academic Support
program element. This formula is based on headcount enrollment in the
grograms and specified student/faculty ratios applicable only to joint

octoral programs. The budget projects 208 joint doctoral students at
CSU in 1988-89, and an average student/faculty ratio of approximately 8
to 1.

Joint Doctoral Students are Counted Twice. All regular instructional
faculty positions at CSU are generated by another budget formula—
under the Instruction program element—based on FTE enrollment and
the .average student/faculty ratio at each. campus. The Chancellor’s
Office, however, includes CSU’s joint doctoral program enrollment in this
calculation as well as the formula developed specifically for the joint
doctoral program. Staff at the Chancellor’s Office indicate that this is
intentional, noting that it is “roughly eguivalent to UC’s weighting
doctoral level students at twice that of undergraduates.” :

We are not persuaded by this argument. The formula devised specifi-
cally for joint doctoral programs, by itself, generates 10 times the number
of faculty positions as do other programs. This occurs because (1) the
joint doctoral formula is based on headcount enrollment, which differs
significantly from the FTE enrollment used to generate faculty positions
in the main instructional program at CSU, and (2) the 8 to 1 student/fa-
culty ratio assumed in the joint doctoral formula is less than half the ratio
used for the regular instructional program (18 to 1, on the average).
Doctoral programs at the University of California, moreover, are bud-
geted according to the same student/faculty ratio as all other programs.

We find no justification, therefore, for including joint doctoral enroll-
ment in the total FTE enrollment in order to generate additional faculty
positions beyond the number provided by the special formula used for
these programs. Consequently, we recommend deletion of $83,000 from
the budget, ‘and elimination of three positions, for a corresponding
General Fund savings in 1988-89. Savings of approximately the same
amount would be rea%ized annually thereafter, depending on the level of
enrollment in joint-doctoral programs at- CSU.

B. REGULAR INSTRUCTION
1. Lottery Funds (ltem 6610-001-814)

‘We recommend approval.

The budget estimates that CSU w111 spend $22.5 million in lottery funds
in the current year. Table 8 shows how the CSU intends to spend these

funds, according to a report submitted to the Legislature in November
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1987. The budget estimate consists of $18.2 million for program support
and $4.3 million for an endowment account. Funds allocated to the
endowment will be retained in a special account for investment, from
which the interest earnings will be expended for purposes determined by
the CSU campuses, according to guidelines adopted by the trustees. As
the table shows CSU estlmates that an additional $4.4 million will be
available as a “reserve” in the current year.

The budget proposes that CSU spend $22.5 million in lottery funds in
1988-89, to be budgeted as an unallocated expenditure. The CSU Trustees
will determine the manner in which these funds will be expended.
Because this procedure is in accordance with current state policy, we
recommend approval of this item. -

Table 8
CSU Lottery Fund Expenditure Plan, 1987-88
Programs Amount
Master teacher stipends and scholarships ........c...cocviviiiniiiiiiiininiieneenn, $1,200,000
Teacher education clinical SUPEIVISION ..........ccovvviinniiiiiniiniiiinnininenens 900,000
Instructional computing—student access (ongoing) ..........c..coevveieurininnnnee. 1,578,759
Instructional equipment. ...........cocvvveviiieenieeneninen erveerrre e aaens 2,000,000
Instructional program impProvement. ... ... co.vvveviniviniieniieneeiiienniinesinens 800,000
Forgivable Loan Program for minorities and women. .............cccoeeeiivinnnne 600,000
Student internships—community service and -outreach. 1,001,000
Visiting scholars and artists - 2,500,000
Fine arts inative. ...ooveenvein e ciirr s e r e aas 1,000,000
Educational equity (retention programs) ............cceeiveenvereriiinieniarneinnen. 800,000
Closure costs of 1986-87 PIOZIAMS ......uivvueeerriniticienriniiarneneiaesesneanenens 321,241
Campus/Chancellor’s Office dlscrehonary funds...........ooeeeinennn. veeenreenn 4,300,500
AdmINIStTatION. .. v vt e et et eaaenes 1,200,000
Subtotal, Program Support..........c.ieveiiiiiienieiiiiii i enaean ($18,201,500)
Other: '
Endowment account . $4,300,500
s o U PPN ceee 4,373,249
Subtotal, Other ($8,673,749)
TORALS. ...ttt e e et e e r e $26,875,249
Funding:
198T-88 TEVEIUE ... v iteiiiiitie i et ee e s aeea s e e nnenaas $21,500,000
INtETESt IMNCOTNE ...\ euereenieeetineetiteenreerieniensneeentenenreeseranserenennns 1,211,648
Carry-over from 1986-87 ... ..cuiniriniiiiiiieriinii e reneneiras e eeareens 4,163,601

2. Proposed Funding Level for Off-Campus Nursing Program ls Excessive

We recommend that the proposed General Fund augmentation for
state support of the off-campus Statewide Nursing Program be reduced
by $673,000 in order to fund the program on the same basis as
comparable on-campus nursing programs. (Reduce Item 6610-001-001
by $673,000.)

The CSU Statewide Nursing Program (SNP) is a systemwide off-
campus program in which licensed registered nurses can earn B.S. and
M.S. degrees in Nursing. The SNP formerly was operated as part of CSU’s
Consortium program, which CSU dissolved on June 30, 1987. It is
characterized by a series of one-unit and two-unit courses, each lasting
from six to eight weeks. Courses are offered at local sites such as hospitals, °
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medical centers, and community colleges. Students can also receive
credit by passing standardized examinations. The program has been
supported entirely by student fees. N

General Fund Support Proposed. In response to a request by the CSU
Trustees, the budget proposes a Generaf) Fund augmentation of $3.9
million in order to initiate state support of the SNP.in 1988-89. Under this
groposal, the program (with an enrollment of 655 FTE students) would

e supported in the same manner as existing state-funded CSU programs.

Because the off-campus Statewide Nursing Program has the same
objectives as CSU’s on-campus nursing programs, we agree with the basic
premise of providing state support for the SNP. We do not find adequate
Justification, however, for the proposed level of funding. The budget is
based on an assumed student/faculty ratio of approximately 8 to 1. As is
the case with other CSU programs, the student/faculty ratio was derived
by adjusting the projected enrollment for “mode and level” assump-
tions—the mode of course (laboratory, for example) and the level of
student (lower division, upper division, or graduate). Our review,
however, indicates that the mode assumptions for the SNP are inappro-
priate. The budget assumes that the program combines seminar and
“supervision” (such as independent study) modes, whereas the program
administrators informed us that all courses are seminars.

Legislative Analyst Compromise. Applying only the seminar mode to
the SNP would yield a student/faculty ratio of approximately 14 to 1. The
Chancellor’s Office contends that this may not be adequate to support the
Erogram: because it operates differently from other programs. We do not

ave sufficient data on the cost and staffing of the SNP to validate this
argument. In our field visits, however, the SNP administrators indicated
that they should be able to operate the' program at the same cost as
comparable on-campus programs. As a compromise, therefore, we rec-
ommend that the program be funded on the basis of the average
student/faculty ratio—approximately 10 to l—reported by the four
on-campus CSU nursing programs which, like the SNP, are designed
specifically for students who are licensed registered nurses. This would
result in the elimination of 22.2 proposed new positions and a General
Fund reduction of $673,000 in the 1988-89 budget. ; ,

3. Budget Proposes State Support for Research at CSU
The budget proposes $2.5 million from the General Fund to establish a

rogram of state support for faculty research at CSU in 1988-89. These
unds would be useg for grants, summer scholarships, and leaves of
absence for CSU faculty to conduct research. Funds would be allocated to
campuses in proportion to their reported number of full-time-equivalent
faculty, and would be distributed within the campuses pursuarit to a plan
developed by a faculty-administration committee. The Chancellor’s
Office indicates that the campuses would submit a year-end report on
research expenditures and a “full evaluation” after the second year.

- This budget proposal represents an important policy initiative in that it
would provide, for the first time, direct unrestricted state support for
research at CSU. The state’s policy has been to limit General -Fund
support for faculty research. almost -exclusively to the University of
Cﬁifornia (UC). About $170 million was appropriated from the General
Fund to .UC specifically for research grants during the current year, and
research comprises a significant portion of the workload for full-time UC
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faculty members. The state has provided a relatively minor amount of
funding for faculty research at CSU-—directly through a few selected

programs such as the Agricultural Technology Institute at CSU Fresno,

and indirectly by faculty workload assumptions whereby a limited
amount of released time may be granted for research. ,

CSU Research is a Policy Issue. We have no analytical basis for
determining whether research should be funded at CSU; essentially, it is
a policy issue. In order to assist the Legislature in its deliberations,
however, we offer a brief summary of the historical background and raise
some questions concerning the issue. :

Bac%ground. The 1960 Master Plan for Higher Education~—enacted as
the Donahoe Higher Education Act—designates the University of Cali-
fornia‘ (UC) as the primary academic institution for research, and further
declares that CSU’s primary function is the provision of instruction,
Faculty research at CSU, according to the Master Plan, is authorized if
consistent with the primary function of the institution. '

The Commission for the Review of the Master Plan for Higher
Education, in its 1987 report, noted that the Master Plan “left ambiguous
the state’s commitment to support research at CSU.” The commission
concluded its review by recommending specifically that the state provide

_support for research at CSU, -

Pursuant to the Supplemental Report of the 1986 Budget Act, the
California Postsecondary Education Commission (CPEC) contracted for
an independent study of higher education faculty development-in 1987.
The consultant’s final report, which includes research as one of the
components of faculty development, was submitted to CPEC in January
1988. The commission is scheduled to submit recommendations (devel-
oped by an advisory committee) to the Legislature in March.

Related Factors. The provision of state support for research at CSU
raises the following questions: : ’ : '

"o What will be the impact on teaching? This question has itself been
‘the subject of considerable research. Two alternative hypotheses
“have been formulated: (1) Faculty research complements teaching
by keeping faculty members aware of current developments in their
field, and (2) faculty research is antagonistic to teaching because it
detracts from the amount of time faculty members can devote to
: ?reparatic‘)n for instruction. Support for both hypotheses can be
ound in the literature. ‘
o What will be the impact on faculty recruitment? Providing support
for research may facilitate recruitment of prospective faculty mem-
" bers who-have an interest in research, including those who have
gained recognition in their field through research. Whether this will
be beneficial to CSU depends primarily on the answer to the
preceding question. We also note that the Chancellor’s Office
recently convened a task force to study faculty recruitment at CSU.
o What is the role of research in CSU’s faculty promotion policies?
Although the significance of research in faculty promotion and
tenure policies at CSU varies considerably among the campuses and
the academic departments within campuses, it is apparent that
research frequently constitutes an important factor in these deci-
sions. This may conflict with CSU’s faculty workload assumptions,
which do not provide time specifically for research.
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o Is state support mecessary to enable CSU faculty to conduct
research? Although the level of activity is minor compared to UC,
faculty at CSU conduct a significant amount of research. The higher
education faculty development study indicated that more than $20

" million (from all funding sources) was expended on faculty research

- at CSU in 1985-86. , ’ ‘

o Is state support for faculty research at CSU the most effective use of

Junds for the purpose of faculty development? The higher educa-

tion faculty development study found that CSU faculty gave research

the highest priority among the various types of faculty development
activities. The study concluded, however, by emphasizing the need
for more instruction-related, rather than research-related, faculty

development activities and programs. , o

What are the long-range cost implications? Once a precedent is

established for providing support specifically for faculty research at

CSU, requests for additional support in subsequent years can be

anticipated. This could extend to tﬁe capital outlay budget, based on

the state’s policy of providing space specifically for research at UC.

" Conclusion. As stated previously, we have .no analytical basis for
measuring the impact of providing state support for research at CSU.
Additional insight, however, might be provided by CPEC’s policy
recommendations submitted in response to the higher education faculty
development study. We will review these recommendations when they

are submitted and will be prepared to comment during the budget
hearings. - ‘ ' '

4. éoniinuihg MEducai‘ion Concurrent Enrollmeni :

As part of its fee-supported Continuing Education program, CSU
authorizes students to enroll in continuing education courses by attend-
ing “regular” campus courses, with the consent of the instructor. Fees
paid by these “concurrently enrolled” students are deposited in the
Continuing Education Revenue Fund, and subsequently shared between
the Continuing Education program and the regular education program.
The current sharing arrangement calls for the Continuing Education
program to allocate 55 percent of the concurrent enrollment revenues to
the-academic departments that provide the courses. These funds are used
to support a variety of departmental activities—such as the purchase of
supplies and services and faculty travel—which are outside the normal
budgetary process. '

Policy of Revenue Sharing. Because the General Fund supports CSU’s
regular education courses, the cost of the concurrent enrollment program
is funded primarily by the state. Recognizing this, the Governor pro-
posed, in the 1985-86 budget, that the state share in the revenues
generated by concurrent enrollment. Based on estimated revenues of $4
million and assuming that a 50 percent sharing arrangement would be
reasonable, the budget proposed a reimbursement of $2 million from the
Continuing Education Revenue Fund to the General Fund. The Legis-
lature adopted the $2 million reimbursement, but added Budget Act
language permitting CSU to expend funds reappropriated from prior-
year unexpended General Fund. balances in order to support the
concurrent enrollment program, if such support were necessary. This $2
{)ni{dlion reimbursement policy has been continued in subsequent annual

udgets. : 3 '
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General Fund Reimbursement Should Be Increased

We recommend that the budgeted level of reimbursements from the
Continuing Education Revenue Fund to the General Fund, for con-
tinuing education students concurrently enrolled in regular (General
Fund) courses, be increased by $2.5 million to reflect the increase in
revenues from concurrent enrollment. This would result in a state
General Fund savings of $25 million. (Reduce Item 6610-001-001 by
$2,497 000.)

The Governor again proposes to contmue the $2 million' reimburse-

ment from concurrent enrollment revenues in 1988-89, along with the
reappropriation provision. We 'recommend that this reimbursement
amount be increased by $2.5 million (to a total of $4.5 million) for the
following reasons:

» Because concurrent enrollment revenues are projected to increase to
$9.0 million in 1988-89, the original assumption of a 50 percent
sharing arrangement between the General Fund and the Continving
Education Revenue Fund calls for a reimbursement of $4.5. million.

o CSU’s prediction (made during hearmgs on the 1985-86 budget). that
the imposition of a General Fund assessment would leag to the
demise of the concurrent enrollment program has proven to be
"unfounded. As Table 9 shows, the number of students-enrolled
concurrently has been stable at approximately 4,100 FTE since the
establishment of the reimbursement in 1985-86, and CSU projects an
increase in enrollment and.:corresponding revenues-in 1988- 89

Table 9

- Continuing Education Concurrent Enroliment Program
Enrollment and Revenues
1981-82 through 1988-89

Distribution of Hevenues :

General

’ Fund - - Continuing

FIE - . Total .. Reimburse- - .  Education:’
. C . - Students Revenues ment ", Programs
1981-82.............. i 2,705 $3,911,669 — . .$3,911,669
1982-83 .o e 3,166 .. . 4,908,246 . . — . 4908246
‘ 3,454 5,709,730 = 5,709,730
3709 6,317,744 — 6,317,744
4,106 7,550,931 $2,000,000 5,550,931

4,155 8,000,000 2,000,000 - 6,000,000 *

4,065 8012,000°  * 2,000,000 - 6,012,000

4,236 8,994,038° 2,000,000 6,994,038 °

8 Estlmated

o Under our pro osal CSU would retain $4.5 rmlhon in rev enues,
which exceeds the $4 million initially estimated for fotal concurrent
enrollment revenues when the Governor’s proposal was introduced
in 1985-86. This should be adequate incentive for the academic
departments to continue to admit concurrently enrolled students.

-.e.The Contmumg Education program (of wh1ch concurrent enroll-
ment is one component) at CSU appears to be in good financial
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condition. Year-end balances amounted to $10.3 million on June 30,
1986 (24 percent of total expenditures) and increased to $11.8 million
at the end of fiscal 1986-87 (27 percent of total expenditures). These
fund balances are far in excess of normal requirements for contin-
gencies and reserves.

For these reasons, we recommend that the dp_roposed reimbursement
from the Continuing Education Revenue Fund to the General Fund be
increased by $2,497,000, resulting in a state savings of the same amount.

il. ACADEMIC SUPPORT

The Academic Support program is composed of those functions which
directly aid and support the CSU’s primary program of instruction. The
budget identifies four elements in this program: (1) libraries, (2)
audiovisual services and television services, (3) computing (EDP) sup-
port, and (4) ancillary support. '

Table 10 shows expenditures for the Academic Support program in the
prior, current, and budget years. The budget proposes an increase of $3.4
million, or 1.8 percent, in General Fund expenditures for academic
SIépport in 1988-89. This is due primarily to baseline and workload
adjustments. :

Table 10
The California State University
Academic Support Program Expenditures
1986-87 through 1988-89
(dollars in thousands)

Change from
L Actual Est. Prop. 1987-88
Programs 1986-87 198788 198889  Amount = Percent
Libraries........ccooeveieniiiiienennenns $79,607 $87,848 $89,404 $1,556 1.8%
Audiovisual services.............ooviinnns 17,026 18,958 19,231 273 14
Computing support.............oceeuininnn. 61,921 55948 54,701 —1,157 -21
Ancillary support............ i 22,659 25,182 26,082 900 36
. Totals; Expenditures................... $181213  $187,936  $189,508 $1,572 0.8%

- Funding Sources - :

" General Fund...o...............cc.o... ... 8169011 3185867  $189279 $3412 1.8%
Continuing Education Revenue Fund..... 259 190 229 39 205
Lottery Fund .........0c..cc.oou..... s 11,943 1879 — 1879 1000
Personnel-Years: :

Libraries.......occveenenvenenioneniieeniins 1,524 1,575 1,615 406 26

Computing support ............cceevven. 701 . 688 729 408 -0.1

Other............. e 815 | 822 836 144 18
Totals, Personnel-years ................ 3,040 - 3,084 3,180 95.8 3.1%

a Lottery expenditures in 1988-89 are shown as an unallocated expenditure in a separate program. We
- estimate that lottery expenditures in the Academic Support program in 1988-89 will be approxi-
mately the same as in the current year.

A. COMPUTING SUPPORT

1. Instructional vCompuiing

Pursuant to the Supplemental Report of the 1984 Budget Act, the, CSU
developed a new methodology for determining its needs for computing
support. According. to this methodology, CSU requires a total of 20,127
computer “workstations” (microcomputers or computer terminals). This
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represents an increase of 9,888 workstations over the current-year level.

As part of a phased approach to fund the additional workstations, CSU
requested $9.6 million to acquire 1,236 student workstations in 1988-89.
The budget proposes to continue the current-year level of sgf'port for
instructional computing. This includes $18.9 million for general campus
instructional computing. Because the current-year level of spending
includes $4.3 million allocated for the purchase of computers, this amount
will be availablé for the procurement of new computers in the budget
year. This will be sufficient to purchase an additional 555 computer

workstations, including related operating expenses.
“We also note that lottery revenues serve as a potential source of

‘revenue for instructional computing support.. The CSU Trustees allocated

$5.9 million in lottery funds for the acquisition of 1,110 computer
workstations in 1986-87. As mentioned previously, the budget projects
that CSU will spend $22.5 million in lottery revenues in 1988-89. At this
time, however, we do not know how the Trustees will use the lottery
funds in the budget year. ' T

B. ANCILLARY SUPPORT

1. New Joint Doctoral Program Is Not Needed

We recommend that the $186,000 General Fund augmentation re-
quested for a new CSU-UC joint doctoral program be deleted, because
the program’s objectives can be achieved at less cost by expanding
existing doctoral programs. (Reduce Item 6610-001-001 by $186,000.)

The Donahoe Higher Education Act of 1960 assigns to the University of
California (UC) the sole authority among the three public segments of
higher education to award doctoral degrees, except that UC and CSU

‘may award joint doctoral degrees in selected fields. Currently, there are

seven joint doctoral programs in operation.

The budget prngoses $186,000 from the General Fund to establishﬁa
new joint doctoral program in engineering (specifically “Engineering

“Sciences/Applied Mechanics™) in 1988-89. The program would be oper-

ated by San Diego State University’s College of Engineering and UC San
Diego’s Department of Applied Mechanics and Engineering Sciences,
Our analysis indicates that the proposed new program is not justified,
for two reasons: (1) the cost of the program is excessive, and (2)
comparable programs currently are available at UC campuses. -
" -Cost Too High. The proposed augmentation of $186,000 would be
allocated to San Diego. State University for 4.7 new positions, in order to
support a projected first-year enrollment of seven students. These funds
would be supplemented by regular enrollment-generated funds, pro-
vided in accordance with 'FTE reported by both UC and CSU for
enrollment growth in the new program. (UC indicates that the system
will not budget any enrollment for this program until 1989-90. This
enrollment would be supported within UC’s regular budget allocation.)
This funding arrangement illustrates the relatively high cost of joint
doctoral programs. When UC expands or establishes a new Ph.D.
program, the state does not provide any funding beyond the regular
marginal cost per FTE—$4,903 in 1988-89. In contrast, the budget

“proposal would result in a first-year expenditure of approximately $27,000

per student for the enrollment projected at CSU’s San Diego campus.
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No Uniqueness Shown. Presumably, the rationale for providing CSU
with a budget allocation beyond the regular enrollment-generated funds
_is that CSU’s ongoing level of funding is not based on the need to
accommodate the relatively high instructional costs associated with the
education of doctoral students. It is, therefore, incumbent upon CSU,
when proposing the establishment of a joint doctoral program, to justify
the high cost of the program by showing that the proposed joint
arrangement would be more effective than the less expensive alternative
of establishing or expanding a comparable program solely within the UC.
In the case of the proposed new joint doctoral program in engineering,
however, the system has not justified these additional costs. -

In our review of the proposed San Diego State University/UC San
Diego program, we find nothing to indicate why a comparable program
could not be established by the less costly method of expanding the
existing engineering programs at UC. Six campuses of the University of

- California (Berkeley, Los Angeles, San Diego, Santa Barbara, Davis, and
Irvine) operate doctoral programs in engineering. Each of these cam-
puses, moreover, offers a specific degree in the fields of Mechanical
Engineering or Applied Mechanics, with related specializations in the
same areas that would be emphasized in'the proposed joint doctoral
program. The UC could expan(f enrollment in its engineering programs
-if a need for additional Ph.Ds in this program area, relative to others,
. were demonstrated. This could be accomplished either through a reallo-
cation of UC’s budgeted enrollment—at no additional state cost—or by
augmenting UC’s budget at the regular marginal rate for graduate
students. : o

For these reasons, we recommend that the request for funds to support
; lggw joint doctoral program be denied, for a General Fund savings of

186,000. '

2. Student Writing Skills Program is Overbudgeted

We recommend that the Student Writing Skills program be budgeted
‘on the basis of program eligibility criteria (English Placement Test
scores) actually used by the campuses, thereby eliminating overbudget-
ing, for a General Fund savings of $238,000. (Reduce Item 6610-001-001
by $238,000.) :

We further recommend that the Legislature adopt supplemental
repoit language directing the CSU to submit a report on the desirabil-
ity of implementing uniform program eligibility criteria for the
Student Writing Skills program. - '

The budget proposes $3 million from the General Fund in 1988-89 to
support the Student Writing Skills program at the CSU campuses. This
represents a decrease of $189,000, or 5.9 percent, from the current year,
due primarily to programmatic changes implemented by the Chancel-

“lor’s Office. ‘ , o

The Student. Writing Skills Program. CSU students must complete a

‘course in English composition as part of the system’s General Education

. requirements. Under tﬁe Student WritinhiS ills program, students who—

~according to CSU’s criteria—are not likely to be able to complete a
baccalaureate ‘English course must take a remedial English course.
Students do not earn baccalaureate degree credit for this course. Fundin,
for the remedial English courses consists of regular enrolment-generate
funds, supplementes by funds from the Student Writing Skills program in
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order to provide a relatively low student/faculty ratio (12:1).

According to the program standards promulgated by the Chancellor’s

Office, freshman students and sophomore transfer students qualify for
placement directly into a baccalaureate English course either by (1)
_achieving a specified minimum score on one of two standardized
achievement tests (SAT or ACT) normally taken prior to admission to
CSU or (2) achieving a score of 151 on CSU’s English Placement Test
(EPT). In effect, then, all lower division students who do not meet the
required score on either the SAT or ACT test, and who score below 151
on the EPT, must take at least one remedial English course. Based on the
existing criteria, over one-third of all incoming lower division students at
CSU are required to take remedial English. ,
' Evaluation Committee Report. In December 1986, CSU published a
. report on the English Placement Test, written by the EPT Evaluation
Committee (an internal CSU committee). The report includes the results
of a statistical analysis of the EPT at three campuses, conducted by CSU
in order to determine the effect of different “passing” scores. According
to this analysis, the number of students incorrectly placed in. English
courses would be reduced by lowering the cut-score from 151 to 146. The
report also noted that passing scores varied considerably among the
campuses, in spite of the systemwide standard of 151. In order to provide
a certain amount of flexibility to the campuses due to their “unique”
circumstances, the EPT Evaluation Committee recommended that the
campuses be given discretion to set their own passing scores .within a
range of 146-151.

_The Chancellor’s Office indicates that it will permit campuses to
continue to set their own passing scores in 1988-89, within the 146-151
range. Nine campuses, according to the Chancellor’s Office, use passing
scores below 151. The budget proposal, however, is based on-a uniform
requirement of 151, resulting in overbudgeting at these campuses in the
‘amount of $238,000. We recommend, therefore, that the budget for the
Student Writing Skills program be reduced by this amount (eliminating
. 7 positions), for a corresponding General Fund savings. -

Study of Eligibility Criteria Needed. Our recommendation is de-
signed- to eliminate overbudgeting: by making the budget. assumptions
consistent with actual program practices. We are concerned, however,
about the implications of permitting campuses to use different passing
scores on the EPT. In doing so, a student’s choice of campus could be the
determining factor in whether he or she is placed in a remedial or
baccalaureate course. ’ _

This problem could be resolved by conforming to the evidence
provideg by the statistical analysis in the EPT committee report, which
supports a uniform score of 146. The program administrators that we
contacted, however, believe that the study is not based on a representa-
tive sample of carmpuses and does not adequately reflect the conditions
that prevail on their campuses. ' ' , ‘ .

In order to explore potential solutions to this problem, we recommend

“that the Chancellor’s Office study the desirability of implementing
uniform eligibility criteria for the Student Writing Skills program: We
suggest that the Chancellor’s Office consider at least two alternatives: (1)
a cut-score of 146 statewide, and (2) a score of 151, or 146-150 plus a
specified score on the essay portion of the EPT.- k :
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Our recommendation could be implemented by adoption of the
following supplemental report.language:

The CSU shall submit a report to the Legislature, by March 1, 1989 on
the desirability of implementing uniform “passing” scores on the
English Placement Test for the Student Writing Skills program. The

. report shall consider at least the following alternatives: (1) a uniform
score of 146 on the test, and (2) a score of 151, or 146-150 plus a
specified score on the essay portion of the test. :

lll. STUDENT SERVICES

The Student Services program includes social and cultural develop-
ment, supplementary educational services, counseling and career guid-
ance, financial aid, and student support. Table 11 shows Student Services
program expenditures and personnel for the prior, current, and budget
years.

The budget proposes an increase of $7.1 million, or 54 percent, in
General Fund expenditures for student services in 1988-89. This includes
$3 million to augment the State University Grant and EOP financial aid
programs. :

Table 11
The California State University
Student Services Program Expenditures
| 1986-87 through 1988-89
(dollars in thousands)

: Change from
: Actual Est. Prop. - 195788

Programs . +1986-87 1987-88 198889  Amount - Percent
Social and cultural development........... $7,853 $6,982 $7.218 $236 34%
Supplemental services—EOP.............. 19,844 2L137 - .22654 @ 1517 - . 72
Counseling and career guidance........... 28,014 30,575 31634 ., 1,059 35
Financial aid............coceiiiniiiinnnn., 111440 . 122532 124554 . - 2,022 S W
Student support ..........oeveieniriennanns 39,476 48,261 49968 L7017 35

Totals, Expenditures................... $206,627  $229487  $236,028 $6,541 2.9%
Funding Sources -
General Fund...............ccoevvvenvnnnn. $120089 131,477  $138544 $7,067 54%
Continuing Education Revenue Fund..... 75 12 13 1 83
Dormitory Revenue Fund.................. 5279 6707 - 7,288 581 87
Federal Trust Fund............. Ceeieniienns 71085 81,420 79974 — 1446 -18
Reimbursemenis. ............. e, 10,099 9871 10209 338 34
Personnel-Years: - ‘ : : - ‘
Social and cultural development........... 179 153 159 58 3.8%
Supplemental services—EOP .............. 355 334 - 408 234 6.1
Counseling and career guidance........... 661 680 698 - 184- - 27
Financial aid..........ococeiviiiiinininen.. 414 448 461 -13.0 29
Student support .............. e 92 . 1,065 - 1098~ 332 31

Totals, Personnél-years ................ $2,569 $2,730 $2,84 93.8 7 34%

A. TUITION AND FEES

The budget proposes an increase in revenues to correspond with an 8.6
percent increase in full-time resident student fees and an 8.2 percent fee
increase for part-time students at'the CSU in 1988-89. This would increase
the State University Fee by $54 (from $630 to $684) for full-time students,
and by $30 (from $366 to $396) for part-time students. The proposed fee
increase is consistent with the statutory fee policy -enacted by Chapter
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1523, Statutes of 1985. (The policy calls for an 8.6 percent increase. The
propose? increase for part-time students is somewhat lower, for technical
reasons.) - . '

The higher fees would increase General Fund revenues in 1988-89 by
.$16.7 million. In order to offset the effect of the increase in fees on
students having demonstrated financial need, the budget also proposes to
increase the amount budgeted for CSU’s State University Grant program
by $2 million. ,

Table 12 shows the resident student fee levels at CSU for the past and
current years, and the proposed fees for the budget year.

_ " 'Table 12 _
" The California State University
Student Fees
1986-87 thrqugh 1988-89

Change from
: ' ‘ ) 1987-88
State University Fee : 1986-87 1987-58 1988-89 =~ Amount  Percent
Full-time..........oovevveiininineniennn. $573 $630 $684 $54 86%
Part-time .......coovveeeniiineninininnnnn. 333 366 396 30 82

B. PROGRAM SERVICES

1. Financial Aid Funds for Cal Grant Recipients Should be Transferred to
the Student Aid Commission '

We recommend that $4,479,000 be transferred from the amount
budgeted for CSU’s State University Grant program to the Student Aid
Commission’s Cal Grant program, because the programs serve the same
purpose. Our recommendation would fully fund the Cal Grant pro-
gram to offset systemwide student fees for CSU students who would
otherwise receive both Cal Grants and State University Grants. (Re-
duce Item 6610-001-001 by $4,479,000 and increase Item 7980-101-001 by
$4,479,000.) ; '

As discussed in our analysis of the Student Aid Commission (SAC), the
state provides General Fund support for a statewide Cal Grant program,
under which financial aid grants are awarded to. students.in public and
private postsecondary education institutions. The Cal Grant.“A” program
provides funds to offset student fees, and the Cal Grant “B” program
covers fees as well as other expenses. These awards were originally
intended to cover the entire systemwide mandatory fees at UC and CSU.
The commission indicates that approximately 20,000 Cal Grants will be
allocated to CSU students in the%udget year. ,

Bifurcated Program. The state also funds the State University Grant
program, which provides student financial aid directly to CSU students.
This program was established in 1982-83 in order to provide student aid
specifically to offset the significant increase in the systemwide mandatory
fee implemented in that year. The Legislature, in other words, created a
new campus-based program for student aid needed to offset the increase
in fees. It.did not augment the Cal Grant awards, however, to keep pace
with the fee increase. This has led to a bifurcated system in which Cal
Grants now cover only a portion of CSU fees—about 50 ‘percent of the
$630 fee in 1987-88. ' : ‘

- Since 1982-83; the State University Grant program has been augmented
to cover all fee increases, and the budget proposes an augmentation
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sufficient to offset the proposed fee increase in 1988-89 for financially
needy students. Specifically, the budget proposes $17.8 million from the
General Fund to support the State University Grant program in 1988-89.
This is an increase of $2.4 million—$2 million related to the fee increase,
and $0.4 million related to additional students—over estimated current-
year expenditures.

Because the Cal Grant program is not funded at a level sufficient to
fully offset student fees, a large number of students at CSU—estimated at
12,539 in 1988-89—will receive both Cal Grants and State University
Grants. Given that both programs are designed to achieve the same
objective, we find no policy basis for continuing this bifurcated system.
We believe that it would be more cost effective to transfer to the Cal
Grant program that portion of the State University Grant program
associated with awards to CSU students who also receive Cal Grants.
These funds would be designated for allocation to Cal Grant recipients
attending CSU, and should be sufficient, when combined with budgeted
Cal Grant awards, to fully offset systemwide mandatory fees at CSU. This
would be beneficial to students receiving these grants because the
students would not have to wait until a decision is made on the
campus-based State University Grant program in order to determine the
amount of aid that will be provided to offset fees.

Accordingly, we recommend that $4.5 million be transferred from
CSU’s budget to the Student Aid Commission’s budget. This would not
change the total level of funding allocated for student aid.

We make a similar recommendation in our analysis of the University of
California. Both recommendations are discussed in greater depth in our
analysis of the Student Aid' Commission.

2. State University Grant Program Is Overbudgeted

We recommend that $184,000 in General Fund supﬁort proposed for
increasing the State University Grant be deleted, in order to eliminate
double-budgeting. (Reduce Item 6610-001-001 by $184,000.)

As noted in the preceding recommendation, the budget proposes an
increase of $2.4 million for the State University Grant program in 1988-89.
This increase would provide for a projected increase in student partici-
pation in the program and would fully offset the proposed increase of $54
in student fees at CSU for all students receiving grants. Because the
Governor also proposes in the Student Aid Commission’s budget a 4.5
percent increase in Cal Grants to offset CSU student fee increases, there
is double-budgeting associated with those CSU students who will receive
both a Cal Grant and a State University Grant. We estimate that this
amounts to $184,000.

In order to correct this technical error in the budget, we recommend
deletion of the $184,000 from the amount proposed to support the State
University Grant program, for a corresponding General Fund savings.

s IV. INSTITUTIONAL SUPPORT

The Institutional Support program provides systemwide services to the
other programs at CSU. The activities carried out under this program
include executive management, financial operations, general administra-
tive services, logistical services, physical plant operations, faculty and staff
services, and community relations.

Table 13 shows estimated personnel and expenditures for institutional
support in the prior; current, and budget years. The budget proposes an
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increase of $8.2 million, or 2.2 percent, in General Fund expendltures for
institutional support in 1988-89. This is due to various baseline and
workload - adjustments, and the following budget change proposals:

-$750,000 for the intersegmental program to address student underrepre-

sentation and teacher improvement, $500,000 for faculty recruitment,
and $250,000 to augment the Minority Engmeerlng Program

Table 13 _
The California State University
Institutional Support Program Expenditures
1986-87 through 198889
(dollars in thousands)

Change from
‘ L Actual Est Prop. 198788
Programs - ! - 198687 198788 - 198889  Amount - Percent
Executive management .................... $46,785 $45,191 $46,054 7 $863 T 19%
Financial operations..............ce0 veenis 37,262 37,905 37,633 - =272 -07
General administrative services............ 65998 70,636 78,425 7,789 11.0
Logistical services ...........cocceenvinennn, 74,932 74,648 77605 2957 - 40
Physical plant operations................. .. 165662 186,868 . 197,027 .- 10,159 5.4
Faculty and staff services 9,820 194 194 — —
Community relations....................... 9,662 7,618 8276 658 86
Totals, Expenditures................... $410,121  $423,060  $445214  $22154. . 5.2%
Funding Sources - : ’ o
General Fund............................... 3354576 - $373,730 8381990 . $8260 Y 22%
Special Account for Capital Outlay ....... 584 — - — —
Lottery Fund .......................... weens M L20 e 5./} —1000
Continuing Education Revenue Fund..... 18706 15607 17.950: 1,643 105
Dormitory Revenue Fund.................. 20,289 22,808 24925 2117 93
Parking Account, Dormitory Fuind ........ C 8777 8563 9411 848 99
Special Projects Fund ...................... 80 M 10 & - —706
Capital Outlay Bond Fund............ U — —. . 10600 10600 - —b
Reimbursemenis.............. ORI . 928 ‘L118 - L1028 . =% =81
Personnel-Years: ’ A .
Executive management.................. 806 727 751 244 34%
Financial operations ..................... 928 869 901 318 37
General administrative serv1ces ......... 1,590 1491 1675 184.2 124
Logistical services............ovivernennns S 1,226 1,004 - 1147 528 - 48
Physical plant operations .....o.......... 3169 . 3315 3,483 1678 51
Community relations. .................... 158 97 - 97 L= —
Totals, Personnel-years................ 7,876 7,593 8 054 - 461.0 6.1%

8 Lottery expenditures’in 1988-89 are shown as an unallocated expendxture ina separate ‘program. We
estimate that lottery expendltures in the Institutional Support program in 1988—89 will be
approximately the same as in the current year.

P Not a niéaningful figure.

A. THE CHANCELLOR’S OFFICE

The Chancellor is the chief executive officer of the CSU Board of
Trustees and is responsible for the implementation of all policies enacted
by the board. Table 14 shows the major divisions in tﬁe Chancellor’s
Office, and the expenditures for these divisions in the current and budget
years. The budget includes $40.7 million for the office in 1988-89, an
increase of $1.3 million, or 3.3 percent, over estimated current-year
expenditures. The increase is due primarily to baseline adjustments,
miscellaneous increases in operating expenses, and an accounting change
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involving the transfer of 6.5 existing positions from “systemwide provi-
sions” to the Chancellor’s Office.

Table 14
The California State University
Chancellor's Office Expenditures
" 1987-88 and 1988-89
{dollars in thousands)

Estimated Proposed :
1987-88 : 1988-89 Change
Posi- " Posi- - Posi-

Chancellor’s Office - tions Amount tions .Amount tions  Amount Percent
Executive office........... deien . 50 $335 5.0 $358 - _— $23 6.9%
Administration .................. 55.1 2,250 55.1 2,331 — 81 36
Academic affairs ................ 904 4,598 914 4852 1.0 254 5.5
Business affairs.................. 98.4 4789 1049 5,148 6.5 359 75
Faculty and staff relations....... 414 2190 404 2199 -10 9 04
Legal services.........ccovvenens 21.5 1,274 21.5 1,326 — 52 41
Faculty and staff services....... — 956 —_ 1,088 - 132 138
Salary Savings ................... —91 817 -91  -568 — —9231 -T729
Operating expense and equip- :

11753 1) S — 8,348 0.0 8,802 — 454 54

Subtotals, Chancellor’s Office.  (302.7) ($24,419) (309.2) ($25552) (65) ($L,133) (4.6%)
Trustees Audit

Personal services................ 9.6 $619 106  $658 10 - $39 6.3%
Operating expense and equip-
ment .....ooovveviiniineiiienns — 153 — 68 _— 15 98
* Subtotals, Trustees Audit..... (9.6) ($772)  (10.6) ($826) (1.0 ($54) (10%)
Computing and Communication
Resources . .
Personal services................ 131.6 $6,584 = 1316 $6,712 - $128 . 19%
Operating expense and equip- )
Coment e — 7,564 - 7,564 — — —_
Subtotals, Computing and . »
Communications. ............. (1316) ($14,148) (I316) ($14216)  —  (§128)  (0.9%)
Special Funds ) _ ‘
Personal services.:.............. - — — — _ — _
Operating expense and equip- .
ment ......ooieiniveniins e - $19 — $20 — . §l 53%
Subtotals, Special Funds...... - - ($19) — ($20) — ($1) (5.3%)
Grand Totals................... 4439  $39358 4514  $40,674 75

31816 = 33%

B. SYSTEMWIDE OPERATIONS
1. Intersegmental Program Proposal
We recommend that the amount proposed for expansion of the New
- Teacher Retention program ($200,000 for CSU and $140,000 for the State
Department of Education) be deleted, for a net General Fund savings
of $340,000, because the program should not be expanded prior to
completion of an evaluation. (Reduce Item 6110-191-001 by $140,000
and reduce Item 6610-001-001 by $200,000.) o
We recommend that the amount proposed for expansion of the
‘Comprehensive Teacher Institutes be deleted, for a General Fund
savings of $350,000, because the program should not be expanded prior
to completion of an evaluation. We recommend approval of the
amount proposed for an evaluation of the program. (Reduce Item
6610-001-001 by $350,000.)
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As part of a joint intersegmental program proposal from the public
education segments, the budget requests a General Fund augmentation
of $750,000 for CSU, to be allocated as follows:

"o $200,000 to CSU (with an additional $200,000 to UC) to expand the
California Articulation Number (CAN) project, which assists stu-
dents and counselors in identifying transferable courses common to
the community colleges, CSU, and UC;

¢ $200,000 to CSU (with an additional $140,000 to the Department of
Education) to expand the New Teacher Retention program, in
which first-year teachers in selected urban schools receive a reduced
teaching load and additional support services from CSU faculty and
school district mentor teachers; and ‘

¢ $350,000 to CSU (with an additional $40,000 to the State Department
of Education) to expand the Comprehensive Teacher Institutes, in
which CSU and school district personnel develop and implement
plans to integrate academic ang professional teacher preparation
with classroom experience. »

CAN and Retention Programs. Our analysis indicates that expansion of
the CAN project is justified, and we recommend alpproval"'of this
comf)onent of the intersegmental pro(glram proposal. Elsewhere in this
Analysis (Item 6110), we recommend deletion of the proposed augmen-
tation for the New Teacher Retention program because the program has
not been evaluated. This is discussed in detail in the K-12. Education
section of the Analysis.

No Evaluation of Teacher Institutes. With respect to the Comprehen-
sive Teacher Institutes, we recommend approval of the $40,000 requested
for the Department of Education, and deletion of the $350,000 proposed
for the CSU. ‘

The Comprehensive Teacher Institutes were established in 1986-87, at
a General Fund cost of $500,000, as part of an intersegmental program
administered by CSU and the State Department of Education. As stated
above, this program is designed to integrate academic and professional
teacher preparation with classroom experience. Two teacher institutes
were established on a pilot basis-in 1986-87—one administered by San
Diego State University and the other by Cal Poly San Luis Obispo—and
support was continued in the current year at the same level of Elnding.

The budélerf roposes $350,000 to establish three new institutes, and
$40,000 to dp the first year of a two-year evaluation of the program.
Because the baseline level of funding does not include funds for a
program evaluation, we recommend approval of the $40,000 proposed for
this purpose. We recommend deletion of the amount proposed. for
expansion, however, because it is not prudent to expand a pilot program
prior to completion of an evaluation of the program’s effectiveness.

We note that our recommendation, if adopted, would not necessarily
preclude CSU from expanding the Teacher Institutes. The Chancellor has
the authority to allocate additional funds to the existing or new institutes
by awarding grants from either of the following two programs:

e The California Academic Partnership Program. This program is
designed specifically to support intersegmental grojects jointly con-
ducted by postsecondary institutions and secondary schools. Grants
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are awarded annually by the Chancellor. The budget proposes $1.6
million from the General Fund to support the program in 1988-89.

e The Academic Improvement Program. Under this program, the
Chancellor allocates grants for a variety of activities, primarily in the
areas of curriculum development, teacher education, and education
of students having special needs. The budget proposes $1.1 million
from the General Fund to support the program in 1988-89.

- While we believe that expansion of the Teacher Institutes in 1988-89
would be premature, the CSU could accomplish this—at no additional
state cost—if the Chancellor determines that the institutes warrant
funding when rated against other proposals competing for grants in
either of these two programs. , ‘

2. Budget Proposal for “Expendable ltems” Exceeds the Amount Required
We recommend that the budget proposal for an initial complement
of expendable items (supplies for new and remodeled buildings) be
reduced by $716,000 because the budget inappropriately includes funds
Jor remodeling or renovation projects where no new function was
added. (Reduce Item 6610-001-001 by $716,000.) :
The budget proposes $1.7 million from the General Fund to provide an
initial complement- of expendable items (laboratory supplies, for exam-
le) needed for new or remodeled buildings. According to the Chancel-
or’s Office, expendable items allocated for remodeling projects are
required only in those cases where the existing spaces have been
remodeled or renovated so as to add a new function or activity. Our
analysis of the budget proposal, however, indicates that $716,000 of this
request is associated with project renovations where no new function or
activity has been added. These projects are located at the following
campuses: San Diego ($313,000), Los Angeles ($209,000), and Chico
(g194,000). New supglies will not be required in these cases, and we
therefore recommend deletion of $716,000 from the budget proposal, for
a corresponding General Fund savings.

3. Overbudgeting for Telephone Installation. :

We recommend that the budget proposal for telephone installation at
CSU campuses in 1988-89 be reduced by $238,000, for a corresponding
General Fund savings, due to (1) double-budgeting of $168,000 and (2)
a premature budget request for $70,000. (Reduce Item 6610-001-001 by
$238,000.)

The budget proposes $1.8 million from the General Fund for telephone
installation and wiring at CSU campuses in 1988-89. Our analysis indicates
that $238,000 should be deleted from the budget proposal, for the
following reasons: Lo ‘

« $168,000 is associated with two capital outlay projects which already
received funding for telephone installation in the 1987-88 capital
outla budget. + Thus, the budget proposal represents
double-budgeting, and should be eliminated. ‘

o $70,000 is associated with a’capital outlay project (Founder’s Hall at
the Humboldt campus) which is scheduled for construction in
1989-90. The request for telephone installation in 1988-89, therefore,
is premature.

Accordingly, we recommend that the amount proposed for telephone

installation %)e reduced by $238,000.
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V. SALARY INCREASE
: (ltem 6610-031-001)
A. 1987-88 EMPLOYEE COMPENSATION

1. Collective Bargaining Agreements for the 1987-88 Fiscal Year

The 1987-88 Memoranda of Understanding (MOU) between the CSU
and bargaining units that represent CSU employees, together with the
emcf)lo ee compensation increases provided to managerial, supervisory,
and other personnel not covered by collective bargaining, resulted in an
allocation of $42,032,896 for salary and benefit increases in the current
year. Because the 1987 Budget Act appropriated $42,309,000 for this
purpose, $276,104 was not required and will revert to the General Fund
at the end of the current year. Table 15 shows the compensation program
for 1987-88. ' '

Faculty. CSU and its faculty signed an agreement which: provides all
faculty with a 6.9 percent salary. increase for 1987-88, subject to the
availability of funding. (The amount appropriated in the Budget Act was
sufficient to provide a 6.9 percent increase, effective January 1, 1988.)
Faculty also receive (1) stipends for department chairpersons, (2) awards
for exceptional merit service, and (3) a salary supplement for faculty in
“designated market disciplines” where recruitment and retention prob-
lems exist. '

The MOU also: .

o Agrees to use the results of the comparison institution methodology
as the basis for annual salary increases for each year covered by the
MOU (through 1990-91), subject to the availability of funds;

« Revises the salary schedule by expanding the ranges for newly-hired
assistant and associate professors;

¢ Agrees to add no new disciplines to the “designated market disci-
pline” salary schedule during the term of the agreement; and

¢ Provides that CSU and the faculty bargaining agent shall jointly study
the issue of faculty workload. '

Executive, Management, and Supervisory Employees. The nonrepre-
sented executive, management, and supervisory personnel received a 4
percent salary increase, effective January 1, 1988, based on the average
increase granted to represented staff employees. '

B. 1988-89 CSU SALARY INCREASE PROPOSAL

1. Governor’s Budget Proposal _ ;

_ The budget requests $41.4 million for CSU employee compensation
increases in 1988-89. Of this amount, $7.3 million would be used to fund
employee benefits, while the balance of $34.1 million would be used to
provide the following salary increases, effective January 1, 1989: 4.7
percent for faculty, 4 percent for nonfaculty, and an additional 1 percent
for “special salary and other adjustments” for nonfaculty employees.
Table 16 summarizes the budget proposal for salary increases.



A. MOU Agreements
Number of Positions

1. Salary Increase. ..

Percent (1/1/88)

9. Health Insurance.

Table 15
The California State University

1987-88 Employee Compensation Program

3. Other Protective Clothing ..........

B. Nonrepresented Employees

Number of Positions

1. Salary Increase. ..

Percent (1/1/88)

2. Health Insurance.

C. Total ALIOCBEEA ... e SO PPT
D. Total Appropriated . ..........oviiiiiiiiiiiiii e e et

E. Unallocated Balance

2 Estimated.

Unit 1 Unit 2
Physi- Health
‘cians Care
........ 1406 3174 -
........ Cvereeeenee. $197363 $210,706
.................... 4% 4%
.............. L $35342 $37,626
Erecutive,
Management
and Supervisory
.................... 2,380.7
.................... $2,835,090
.................... 4%
.................... $522,418

1% .

Unit 4 Unit 5
Academic  Operations
Support Support
18481 8274
$1,049,168 $857,561
4%
$189,314 $195,352
Confidential
Classes
5.5
$3,348
4%
$482

' Unit 8 Unit 9

Unit 6 Unit 7 Public . Technical Subtotals,
Crafts Clericals  Safety Support  All Units
5,509.2 263.4 2634 2,752.1 28,685.5
$527,065 $2,805,791 $200,231 $1,927,809  $34,527,043
38% 4% 4% 4% —
$125,764 $503,298 $45,74 $316,935  $3871,167
S : $25,655

Excluded and Unclassified Subtotals
and Miscellaneous Nontrepresented
490.7 28859
$210,100 $3,048,538
4% -
$37,593 - $560,493
$42,032,89
$42,309,000
$276,104

0199 w3y

LP0L ./ NOLLVDNQH XIVANODISISOd



1042 / POSTSECONDARY EDUCATION Item 6610

CALIFORNIA STATE UNIVERSITY—Continued
Table 16 :
“ The California State University
Proposed Salary Increases
798889 -
(dollars in thousarjds)

: Amount Percent
Faculty......cocoiieeiiiiiiiiiiiic e e $19,868 47%*
Y PRSP PPOT 11,438 40®
Staff—Special Adjustments..............c.ceveriireennnniinneenan, 2,859 Lo®

2 Effective January 1, 1989. 1 percent increase would cost $8,454,000 (annualized).
b Effective January 1, 1989. 1 percent increase would cost $5,719,000 (annualized).

2. Comparison Institution Methodology for CSU Faculty Salaries

Pursuant to SCR 51 of 1965, each year CPEC submits an analysis of
faculty salaries and fringe benefits at those higher education institutions
that UC and CSU have agreed to use as a basis for comparing the
adequacy of faculty salaries. The CPEC changed the composition of
CSU's list of comparison institutions in 1985-86. Four of the institutions on
that list, however, did not agree to prov1de the necessary data. Conse-
quently, the comparison group was revised in 1986-87. The current group
is listed in Table 17:

Table 17

The California State Uni'versity
Comparison Institutions for Faculty Salaries,

1988-89
Arizona State University North Carolina State University
University of Bridgeport Reed College
Bucknell University Rutgers University (Newark)
Cleveland State University SUNY-Albany
University of Colorado (Denver) University of Southern Ca.hforma
Georgia State University ’ University of Texas (Arlington)
Loyola University of Chicago o Tufts University
Mankato State University Virginia Polytechnic Institute
University of Maryland (Baltimore) Wayne State University
University of Nevada (Reno) University of Wisconsin (Milwaukee)

3. Faculty Salary Proposal Would Not Achieve Parity

We withhold recommendation on the proposed CSU faculty salary
increase until the May Revision is available, in order to evaluate
whether it is financially feasible to provide faculty salary increases
which are at parity with CSU’s comparison institutions.

As summarized in Table 18, the comparison institution methodology
(as reported by CPEC) indicates that a full-year increase of 4.7 percent
would be needed in 1988-89 to achieve faculty salary parity with CSU’s list
of comparison colleges and universities. As mentioned, however, the
budget proposes $19.9 million for a January 1989 increase of 47 percent—
one-half of the amount required to achieve parity for the full year.
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.+ Table 18 .
The California State University

Faculty Salary Increase Required to Achieve Parlty
With Comparison Institutions

1988-89 .
. . «Percentage
csU Comparison . Increase Required
" Average " Group Salaries In CSU Salaries .
. : . Salaries Actual  Projected  Actual  Projected
Academic Rank - 1987-88° 198788  -1988-89.  1987-88 198889
Professor........... e reeerreereeaaaaen $52,573 $53,294 - $56,533 1.37% - 753%
Associate Professor ... 40,782 39,431 41,737 . =331 2,34
Assistant Professor..........cocvvvivivininsn 32,888 309,737 - 34874 - —046 6.04
Instructor .......coovvvniiniiieiiiniiniinine . 28,324 25,087 26,585 . —1143 —6.14 .
All Ranks Averages: . ‘ » o
Weighted by CSU Staffing Pattern®.... $47,140  $47245  $50,116 022%  631%
Weighted by Comparison Instltuhon . ) L
Staffing Pattern...........c.cocveinins 42,536 42,154 4719 090 ~ 513
‘Mean All-Ranks Average............... ... $44838 $44,699 $47.417 —0.31% 5.75%
Adjustments , . .

" Turnover and Promotions ............... C N , —$90 - ~020%
Effect of Law School Faculty............ S —90 —020
Merit Award Adjustment................ —305 - S =068

Net Parity Salary and Percentage ......... » $46,932 i " 461%

2 Excluding merit awards. ' '
b CSU staffing pattern (1987-88): Professor 64% (7,409); Assocxate Professor 21% (2, 468) Assistant
Professor 13%- (1,491); Instructor 2% (176).

In the past, we have consistently recommended that the Leglslature
appropriate sufficient funds to provide ‘a salary increase which would
achieve parity with CSU’s. comparison institutions. We continue to
believe that salary parity is the appropriate method to determine faculty
salaries. Because of the state’s fiscal situation, however, this may not be
possible. Consequently, we withhold recommendation until the “May
Revision” when updated information on revenues and expenditures will
be available. At that time, we will advise the Legislature on the feasibility
of augmenting the CSU’s budget to provide salary parity for faculty. We
are also withholding recommendation on the proposed salary increase for
UC faculty, for the same reason. ‘

4. Comparison Colleges Law School Fuculiy Should Not Be Used in CSU' ‘
Salary Parity Calculation

We recommend that the amount budgeted for CSU faculty salary
increases be reduced by $2,960,000, for a corresponding General Fund
savings, in order to eliminate the effect of law school faculty in
determining salary parity with CSU’s comparzson mstztutzons (Re~
duce Item 6610-031-001 by $2,960,000.)

- As discussed above, CPEC’s faculty salar report is based on a
methodology designed to determine the. sallary increase needed to
achieve parity with CSU’s comparison institutions. Unlike CSU, éight-of
the 20 comparison institutions have law schools. Because law school
faculty generally are paid higher salaries than other faculty members, and
recognizing that CSU has no need to recruit law faculty, CPEC revised

the salary methodology in 1985-86 in order to eliminate the effect of law:
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faculty on the comparison group salaries. In that year, CPEC adjusted the
projected average salaries of the comparison group downward by 1

ercent—Dbased on a rough estimate of the total impact of all law school
aculty—and requested CSU to collect and analyze the data in order to
obtain a better estimate in subsequent years.

Effect of Law Faculty Distorts Comparison. In its response, CSU
estimated that law school faculty had the effect of increasing the average
salary level of the comparison %roup by 0.87 percent. The CSU also
estimated that the impact of law faculty on the former group of
comparison institutions (as discussed above, a new group was selected in
1985-86) was 0.67 percent. After reviewing the data, CPEC concluded
that, rather than account for the full impact of law faculty—0.87
percent—the adjustment should be only the (z'{ference between the two
groups—0.2 percent. The CPEC incorporated this latter figure in the
1987-88 and 1988-89 reports (see Table 18).

According: to staff at CSU and CPEC, this decision was based on the
rationale that no adjustment for law school faculty was made when using
the former comparison group, and therefore only the marginal impact of
the change in comparison institutions should be considered. We find this
argument to be without merit. It is based on the faulty premise that the
methodology used prior to 1985-86 (no adjustment for law faculty) was
valid, even though the comparison institutions included law schools. If it
makes sense to control for the impact of law faculty—and there seems to
be common agreement on this point—then the full effect of this factor
should be eliminated. Only in this way will the comparison group be
comparable.

We recommend, therefore, that the adjustment for law faculty be
revised from 0.2 percent to 0.87 percent; which would reduce the CSU
faculty salary parity figure from 4.7 to 4.0 percent. Because we view this
as a technical adjustment, we recommend that the amount budgeted for
the Governor’s proposed half-year salary increase in 1988-89 be adjusted
accordingly; for a General Fund savings of $2,960,000. Annual savings for
the full-year cost of faculty salary increases in subsequent years would be
approximately $6 million. e

5. Bargaining Agreement Commits CSU to Fund Future Benefit Increases -

We recommend that the Legislature adopt supplemental report
language expressing the intent that collective bargaining agreements
not require CSU to fund salary and benefit increases irrespective of
legislative action to provide funding for such purposes.

The CSU’s 1987 collective bargaining agreement (memorandum of
understanding) with the faculty bargaining unit includes a provision for
supplemental life insuranice benefits to CSU faculty, effective 1990-91.
Under ‘the terms of the agreement, this new benefit—costing an esti-
mated $2.5 million annually—must be paid by CSU regardless of whether
the Legislature provides funding for the program. If the Legislature does
not appropriate funds for this purpose; in other words, CSU would be
obligated to redirect funds from existing resources. - |
.- Intent of HEERA Circumvented. We are not aware of any such
“funding guarantee” provisions in previous collective bargaining agree-
ments at CSU or any other state agencies. In our judgment, this
provision—which could obligate CSU to reallocate funds appropriated for
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specific purposes—undermines the authority of the Legislature to estab-
lish budgetary priorities. More specifically, it appears to be counter to the
Legislature’s intent in ‘enacting the  Higher Education
Employer-Employee Relations Act (HEERA), which provides:

No written memoranda reached pursuant to the provisions of this

chapter which require budgetary or curative action by the Legislature

or other funding agencies shall be effective unless and until such an

action has been taken. v

We believe that the intent of this statutory provision is to prevent new
benefits from being implemented unless the Legislature provides fund-
ing for such purposes. Tﬁe bargaining agreement providing supplemental
life insurance benefits, however, circumvents this provision by creating a
new benefit which would be funded in the absence of specific action by
the Legislature. : : :

Accordingly, we recommend that the Legislature adopt the following
supplemental report language to indicate its intent that funding guaran-
tee mechanisms of this nature shall not be used in collective bargaining
agreements: - : :

It is the intent of the Legislature that CSU collective bargaining
agreements not require CSU to fund salary and benefit increases
irrespective of legislative action to provide funding for such purposes.

CALIFORNIA'ESTATE UN‘IVERSITY—CAPITAL OUTLAY

Item 6610-301 from the 1988
Higher Education Capital

Outlay Bond Fund Budget p. E. 119
Requested 1988-89..........courvvreimmrivnsssssiensiesnsssrsssssssssseesssnnness. $124,000,000
Recommended approval ... - - 10,439,000
Recommended reduction.............. - eevereetereeraebestersresrorstan . 9,728,000
Recommended augmentation......c...reeeerscenesioennnns 17,000
Recommendation Pending i........c..eueeecrseresreesserissesssssscscsesnes 103,833,000

; - Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Information Needed on Equipment Projects. Withhold rec- 1049
ommendation on $1,849,000 in Item 6610-301-785 for three
equipment procurement projects, pending the receipt of
detaﬁed‘equipment listings for these projects. ‘

2. Equipment Projects Are Premature. Reduce Item 6610-301- 1050
785 by $7,266,000. Recommend deletion of six equipment
procurement projects because these equipment projects will
not be need_eg until 1989-90.

3. Fullerton—Science Building Addition. Withhold recommen- 1051
dation on $592,000 in Item 6610-301-785(15) for workin
drawings, pending the completion of preliminary plans an
updated cost estimates.
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4, Preliminary Plans Needed on Projects to Upgrade Instruc- 1051
tional Space. Withhold recommendation on $14,614,000 in o

- Item 6610-301-785 for two projects—San Diego, Chem1stry/

- Biology Building renovation ($11.2 million) and San Jose
Dwight Bental Hall renovation ($3.4 million)-—to upgrade
instructional space, pending the receipt of preliminary plans
and updated cost estimates for these projects. )

5. Humboldt—Founders Hall. Increase Item 6610-301-785(17) 1052 .

' by $17,000. Recommend an augmentation of $17,000 to
prov1de prehmmary plans, working drawings, and construc-
tion for seismic structural corrections, rather than planning.
for total rehabilitation of the bmldmg, beécause the substan--
tial increase in the cost of the rehabilitation work has not
been justified. (Future savings: $8 million.) R

6. Long Beach—Library Addition. Reduce Item 6610-301- 1053
785(19) by $137,000. Recommend reduction in preliminary
plans to reflect construction of library space based on
projected enrollment. (Future savings: $5.5 million.) :

7. Preliminary Plans Needed on-New Support Projects. With- 1054
hold recommendation on $81,567,000 in Itemn 6610-301-785
for 14 projects on 10 campuses for new support projects,
pending receipt of preliminary plans and revised cost esti-
mates. (Please see Table 6, page 1054(}

8. Fresno—Music Building Remodel an Add1t10n and Long 1055
Beach—Dance Facﬂlty/Authorlum Withhold recommen- B
dation on $723,000 in Item 6610-301-785(11) and (21) for -

‘ prehmmar¥1 planning for new facilities on the Fresno and "~
Long Beach campuses, pending the Legislature’s review of
and decisions on the po}]).l ‘

 rium/theater facilities. .

9. San Francisco—Faculty Office Addition to Science Build- 1056 ~
ing. Reduce Item 6610-301-785 (45) by $324,000. Recommend
‘deletion of requested augmentation of construction cost for
the San Francwco-—-Faaﬁty Office Addition to the Science
Building because the Legislature has previously. set a cap on
funding for this project and CSU has provided no justifica-

" tion for the proposed. increase. .

10. San Francisco—Remodel Arts/Industry and Addition. Re- 1057
duce Item 6610-301-785(46) by $386,000. Recommend dele-
tion of additional working drawing funds to remodel and
provide an addition for Arts and Industry on the San
Francisco campus because the estimated construction cost is
$6.4 million (56 percent) higher than previously recognized
by the Legislature and CSU has provided no justification for -
this excess cost. Working drawing funds are available in the
current year to design the facility as approved by the
Legislature. (Future savin 55 $6.4 million.)

11. San Luis Obispo—Physical Education Addition. Withhold = 1058
recommendation on $240,000 in Item 6610-301-785(50) for
working drawings, pending clarification of existing physical
education space and justification for proposed addition.

cy implications of funding audito-
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12. Preliminary Plans Needed on Projects to Upgrade Support - 1059
Facilities.- Withhold recommendation on $2,423,000 in Item -
6610-301-785 for two projects at the Fresno campus to
upgrade support facilities, pending the receipt of prelimi-
nary plans and updated cost estimates for these projects.

13. Statewide Preliminary Planning—1989-90 Projects. Reduce 1060
Item 6610-301-785(1) by $150,000. Recommend reduction in
statewide preliminary planning because CSU has not justi-
fied an increase above the amount provided in the current
year for this activity. We also recommend adoption of
Budget Bill language restricting the expenditure of state-
wide preliminary planning funds on only those capital outlay

- projects for which preliminary plans and cost estimates can
.. be developed prior to budget hearings on the 1989-90
.Governor’s Budget.

14. Statewide Energy Retrofit Projects. Reduce Item 6610-301- 1061
785(4) by $960,000. Recommend deletion, without prejudice
to the projects, because such projects would be more
appropriately financed under the Energy Efficiency Reve-
nue Bond program. .

15. Contra Costa Off-Campus Center, Imtzal Facility. Reduce- 1062
Item 6610-301-785(16) by $505,000. Recommend deletion of
preliminary plans and working drawing funds for the Contra
Costa Off-Campus Center, Initial Facility because the Cali-
fornia Postsecondary Education Commission (CPEC) has
requested that the Legislature not approve funding for
initial facilities until CPEC has received and approved a
transportation access plan and environmental impact report
for the project. Recommend further that CSU advise the
Legislature, at the time of budget hearings, how it intends to
finance the transportation plan and environmental impact

" report for this project.

16. Off-Campus Centers—Ventura County and North San Diego 1063
County. Withhold recommendation on $1,825,000 for devel-
opment of the Ventura County Off-Campus Center and the
North San Diego Campus pending (1) decisions on the
acquisition of both sites and (2) receipt of the. approved
master plan and environmental impact report for the North
San Diego Campus.

ANALYSIS AND RECOMMENDATIONS

The budget includes $124 million from the 1988 Higher Education
+ Capital Outlay Bond Fund for capital outlay for the California State
University (CSU) in 1988-89. At the time this analysis was prepared, the
1988 bond program proposed in SB 703, in the amount of $600 million, had
. not been enacted by the Leglslature Assuming that the Bond Act is
- approved by the voters in November 1988, work on the projects will not
be started until loans are arranged from the Pooled Money Investment
Account. We estimate that this will not occur before January 1989. Thus,
no work could commence on CSU’s 1988-89 capital outlay program until

_ the last half of the fiscal year.

| 3477312
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Report on Capital Outlay Planning Process, Computer Space Planning and
Faculty Offices

The Supplemental Report of the 1987 Budget Act directed the CSU to
submit to the Legislature (1) a report on its capital outlay planning
process, (2) a space plan for accommodating computers at each campus,
and (3) a plan for addressing single-station offices for faculty at each
campus. A brief discussion of the basis for the request for this information
and the status for each follows.

s Report on the Capital Qutlay Process. This report was requested
because of the Legislature’s concern that CSU improve its capital
outlay planning process. The report was due prior to October 1, 1988,
and had not been received at the time this analysis was prepared.
According to CSU, it will be submitted to the Legislature in February
1988.

o Computer Space Plan. This report will assess the physical facilities
requirements related to CSU’s Systemwide Campus Information
Resource Plan. The space plan was received in February 1988, too
late to review for this analysis. We will review the document and
provide the Legislature with comments and recommendations prior
to budget hearings.

o Faculty Offices. This report is to address the trustees’ pollcy on
Erowdmg single-station offices for full-time faculty. The plan was due

y November 1, 1987. CSU indicates it will be submitted to the
Legislature by March 1, 1988.

After we have received and reviewed these documents we will report
to the Legislature, as appropriate.

PROJECTS REQUESTED IN THE 1988-89 BUDGET

For discussion purposes, we have divided the CSU capital outlay
program into eight descriptive categories as shown in Table 1.

Table 1
California State University
1988-89 Capital Outlay Program
Funding Summary by Project Category
Item 6610-301-785 {General Obligation Bonds)
(dollars in thousands)

Budget Est
v Bill Future

Project Category: Amount Cost*
A. Complete Newly Constructed Facilities ..................... $12,099 —_
B. Additional Instructional Space ..........covvviienininiinnnn, . 1,088 $47.902 .
C. Upgrade Instructional Space ...........ccoevviviuvinennnnnnss 14,998 15,237
D. Library Space.........ccoouen.s SN . 386 14,588
E. New:Support Facilities ...........c...covvviviviveninininiene. 83,341 136,348
F. Upgrade Support Facilities..........c....coceereiinnnnnn.n, 2423 ‘ 8,161
G. Other Projects.......ocveervvviniiinineniiiiiniiiierieniennin, 7,335 - 569
H. Permanent Off-Campus Centers............cvcvvrvevnnnennn. 2,330 37,693

Totals. ...ovviininiiii e $124,000 $260,498

2 CSU estimates.
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A. PROJECTS TO COMPLETE NEWLY CONSTRUCTED FACILITIES

The budget includes $12.1 million to purchase equipment for various
capital outlay projects. Table 2 summarizes our findings and recommen-
dations. We recommend approval of $2,984,000. for five projects because
the proposed equipment is justified to make the new/remodeled facilities
fully operable Our recommmendations on the remammg prOJects follow.

Table 2
California State University
1988-89 Capital Outlay Program
A. Complete Newly Constructed Facilities :
Item 6610-301-785
{dollars in thousands)

"Budget Analyst’s

Sub- , ‘ : Bill Recommen:
Item Location/Project Title Phase® Amount dation
(6) - Bakersfield—Gymnasium ....... e e " $184 o $184
(18) Long Beach—North Campus, library addition.... e 575 pending
(22) Long Beach—chemistry laboratories, renovate ... e . 550 R
(25) * Northridge—Library I .....................o. . -e 933 pending -
(26) Northridge—science addition-and remodel el ‘e . 1,299 -
-(30):. Pomona—library addition ...........0....c..l . e 889 889
(31) - Pomona—music building/office addition. ......... e 341 pending
(33) Sacramento—Library II.................c..olls e 1,907 —
(33.1) Sacramento—Engineering/ Computer Science
AAION . evv e vvve v e : 2,190 —

(36) San Diego—classroom/faculty office/student ser-

~ vicesbuilding i e 756 -
(37) San Diego—Women’s Gymnasium rehabilitation. e 314 314
(47) - San Jose—old science building .......... ST e 564 —
(55) Sonoma Theatre Arts Building.................... e 692 692
(56) Stanislaus—Library IT.............c.oooiininn, e 905 905

Total c.eveeverrinieieieneeenes s $12,009 $2984

2 Phase symbol indicates: e = equipment.

Information Needed on Equiphmeni Projects

We withhold recommendation on $1,849,000.in Item 6610-301-785 for
(18) Long Beach—North Campus Library, addition, equipment
($575,000), (25) Northridge—Library II, equipment ($933,000), and
(31) Pomona—Music Building/Office addition, equipment ($341,000),
pending the receipt of detazled equipment listings for these projects by
the Legislature.

The budget includes $1.8 million for three equipment procurement
projects for the following facilities:

o Long Beach—North Campus Library,
o Northridge—Library II, and
¢ Pomona—music building/office addition.

At the time this analysis was prepared, detailed listings of equipment
items to be procured had not been received. For that reason, we withhold
recommendation on $1,849,000 for the three proposals, pendmg receipt of

| the equipment lists.
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Equipment Projects Are Premature

We recommend deletion of $7, 26‘6‘,000 in Item 6‘6‘10-301-785 for six
equipment procurement projects—(22) Long Beach—Chemistry Labo-
-ratories, renovate ($550,000); (26) Northridge—Science addition and
remodel (31,299,000); (33) Sacramento—Library II ($1,907,000); (33.1)
Sacramento—Engineering/Computer Science addition ($2,190,000);
(36) San Diego—classroom/faculty office/student services building
(3756,000); and (47) San Jose—Old Science Building ($564,000) because
the equipment will not be needed until 1989-90.

The budget includes $7.3 million for six equipment procurement
projects for new facilities.

According to the California State University, December 1987 Quarterly
Report on Capital Outlay Projects, these projects would not be completed
until late fall 1989, several months after the conclusion of the budget year.
Moreover, under Government Code Section 15792, CSU may, with
Department of Finance approval, order long-lead-time equipment for
these projects in 1988-89 without a specific appropriation. Consequently,
we recommend deletion of $7,266,000 for the procurement of equipment
for these projects because the equipment will not be needed untll
1989-90.

B. NEW INSTRUCTIONAL SPACE

The budget includes $1.1 million for two projects that provide primar-
ily new instructional capacity space. Table 3 summarizes our findings and
recommendations. We recommend approval of $496,000 for preliminary
plans for the 120,000 asf Business Administration/Economics and Educa-
tion Building at Northridge. This facility will consolidate the School of
Business and Economics and the School of Education into one facility.
The project provides lecture space with a capacity of 3,894 FTE students
and laboratory capacity of 94 FTE. Based on CSU’s facilities plans, this
building is justified and we recommend approval.

Table 3
California State University
1988-89 Capital Outlay Program
B. New Instructional Space
- |tem 6610-301-785
(dollars in thousands)

Budget Ahalyst’s; ' Estimated

Sub- Bill Recommen- ~ Future
Item . Location/Project Title Phase® Amount dation Cost®
(15) Fullerton—science building addition reno- : :
vaton phase L........cc.ocoevvviiiiinnnns w $592 pending $20,102
(27) Northridge—business administration/eco-
nomics and education building ............ p 496 $496 27,800
Totals.....voviniieeieiie e, $1,088 $496 $47,902

® Phase symbols indicate: w = working drawings and p = preliminary plans.
b CSU estimates. .



Item 6610 POSTSECONDARY EDUCATION / 1051

Fullerton—Science Building Addition

We withhold recommendation on $592,000 in Item 6610-301-785 (15)
for working drawings for the Fullerton—Science Building Addition,
pending the completion of preliminary plans and updated cost esti-
mates.

The budget 1ncludes $592000 for working drawmgs for the Science
Building Addition at Fullerton. Preliminary plans and updated cost
‘estimates have not been completed for this project. For that reason, we
withhold recommendation on $592,000 for the project, pending receipt
and evaluation of the prehrmnary plans and the cost estlmates

c. Upgrade Insirucﬂonul Space

The budget includes $15 million for four projects that are prunanly to
upgrade instructional space. The projects in this category and our
recommendavtion_s‘ on each are summarized in Table 4,

Table 4
‘California State University
1988-89 Capital Outlay Program
-B. Upgrade Instructional Space
Item 6610-301:785
{doliars in thousands)

Budget ' Analyst’s . Estimated

Sub- Bill Recommen-  Future
Item-  Location/Project Title Phase®  Amount ' dation Cost"®
(17) Humboldt—Founders Hal—rehabilitation. -~ * p $199 $216 $7,926
(20) Long Beach—Engineering bulldmgs, ren-

COVAEB. .. e -p 185 185 6,710
(38) San Diego—Chemistry/ Geology Build- . .
ing—renovation and addxtlon—chllled

© ‘water system expansion.................... we "11256  pending 601
(48) - San Jose—Dwight Bentel Hall, renovate.. ¢ 3,358 pending e
N (17 O SO [RORUU JUTTR © $14,998 $401 $15237

@ Phase symbols indicate: p = preliminary plans; w = working drawings; and ¢ = construction.
b CSU estimates. o

Plans Needed on Pr0|ecis to Upgrade Insiruchonul Space

We withhold recommendation on $14,614,000 in Item 6610-301-785. for
two projects to upgrade instructional space—(38) San Diego—Chem-
istry/Biology Building—renovation and addition—chilled water sys-
tem expansion ($11,256,000) and (48) San Jose—Duwight Bental Hall—
renovate ($3,358,000), pending receipt of preliminary plans and up-
dated cost estimates.

The budget includes $14.6 million for two projects to upgrade instruc-
tional space—Dwight Bental Hall renovation at'San Jose and Chemlstry /
Biology Building renovation and addition at San Diego.

At the time this analysis was prepared, preliminary plans and updated
. cost estimates had not been received. Thus, we withhold recommenda-
- tion on $14,614,000 for both projects, pending receipt of the preliminary
' plans and updated cost estimates.
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:Humboldt-—Founders Hall

We recommend an augmentation of $17000 in Item 6610-301-785 (1 7)
-for preliminary plans, working drawings and construction for seismic
structural corrections for Humboldt—Founders Hall in lieu of funds
requested for- preliminary plans for rehabilitation because (1) the
substantial increase in the cost of the rehabilitation project has not
been justified and (2).funds are justified to make seismic structural
corrections to this building. (Future Savings: at least $8 million.).

The budget includes $199,000 to augment preliminary plans for 'reha-
bilitation (31,300 asf) of Founders Hall on the Humboldt Campus. The
augmentation is requested to allow an increase in total project cost from
$3.2 million (1986 cost estimate) to $8.4 million. Only 2 percent of this 16'3
-percent increase is related to inflation.

Founders Hall, completed in 1922, was the initial building on the
Humboldt Campus. The building currently houses six instructional
departments and includes 35 percent of the campus’s lecture space. The
proposed project would upgrade instructional .and office space, make
structural changes and improve building systems, such as plumbing,
electrical, and heating, ventilation and air conditioning (HVAC). The
1986 Budget Act previously appropriated $72,000 for preliminary plans
for this project.

‘Our analysis indicates that, when this project was first authorized for
preliminary plans in the 1986 Budget Act, the proposed renovations
justified the estimated $3.1 million ($80 per asf) cost of the project. The
revised cost of $8.4 million ($179 per asf) to complete the project,
however, is more than double the original estimate and now exceeds the
cost of constructing a new building ($159 asf) having the same mix of
classrooms, office and laboratory space as the proposed project. More-
over, CSU has failed to provide a thorough explanation of the reasons for
the dramatic increased cost beyond the project amount ongmally
authorized by the Legislature.

Our analysis indicates that, although the CSU has not Justlﬁed the hlgh
cost of the major rehabilitation of this building, there is sufficient
justification, consistent with legislative intent, to fund preliminary:plans,
working drawings and construction of seismic structural corrections as
soon as possible to strengthen the building against an earthquake.
Consequently, we recommend that the $199,000 requested in this sub
itern be augmented by $17,000, providing a total of $216 000 for prelimi-
nary plans, working drawings and construction of seismic corrections to
Founders Hall.

D. LIBRARY SPACE

The budget includes $386,000 for two prOJects to. provide additional
library space. We recommend approval of the Dominguez Hills—
Educational Resources Center project because the library space is
needed and the cost reasonable. Table 5 summarizes the requests and our
recommendations. :



Item 6610 POSTSECONDARY EDUCATION / 1053

Table 5
California State University
1988-89 Capital Outlay Program
D. Library Space
Item 6610-301-785
(dollars in thousands)

Budget Analyst’s  Estimated

Sub- Bill Recommen-  Future
Ttem Location/Project Title Phase® Amount dation Cost®
(10) Dominguez Hills—Educational resource
[0S 1L SN pw $51 $51 $823
(19) Long Beach—Library addition ............ p 33 198 13,765
Total .oovniiiiiri s $386 ‘ $249 $14,588

2 Phase symbols indicate: p = preliminary plans and w = working drawings.
b CSU estimates.

Long Beach—Library Addition

We recommend a reduction of $137,000 in Item 6610-301-785(19) for
preliminary plans for construction and renovation of the Long Beach
—Library Addition to reflect construction of library space based on
project enrollment. (Future savings: $5.5 million.)

The budget includes $335,000 for preliminary plans for remodeling of
and addition to the main library at Long Beach. This project would
remodel 10,000 asf and construct 66,000 asf of new space for additional
reader stations, book stacks, and high-density storage for books and other
materials. ‘

The Long Beach campus has a significant shortage of library space
based on state space guidelines. Consequently, a proposal to construct
additional space is justified. The proposed project, however, is based on
the need to accommodate 25,000 FTE students while CSU’s projected
enrollment for the Long Beach Campus is for 23,600 FTE students. Based
on this enrollment level and providing for the same number of volumes
in open stacks (as containedp in CSU’s proposal), the proposed library
space should be reduced by 26,800 asf. This will provide for alterations of
tEe 10,000 asf and construction of a 39,200 asf addition. This revision would
meet 100 percent of library space needs for the Long Beach campus for
the foreseeable future. Accordingly, we recommend a reduction of
$137,000 in preliminary plans to effect a reduction in future project costs
of $5.5 million.

E. NEW SUPPORT FACII.iTIES

The budget includes $83.3 million for 19 projects that primarily provide
new support facilities at various CSU campuses. We have divided this
category into two parts: (1) 16 projects that primarily provide instruc-
tional support facilities and (2) - three projects that primarily provide
administrative support facilities. The requests and our recommendations
on each are summarized in Table 6.

We recommend approval of the South Library conversion project in
Item 6610-301-785(28). This building will be vacated when the new
library addition is completed in late 1989. Thus, planning for conversion
to other proposed uses should begin in the budget year. The proposed
conversions will provide space for student/faculty computers and. the
campus computer center. A discussion of the remaining projects follows.
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Table 6
California State University
1988-89 Capital Outlay Program
E. New Support Facilities
Item 6610-301-785
(dollars in thousands)
Budget Analysts  Estimated

Sub- e Bill Recommen-  Futute
Ttem Project Title Phase® Amount dation Cost®
1. Primarily Instructional Support: : -

(8) Chico—Plumas Hall addition.............. ¢ $9,799 pending $416
(9) Chico—O’Connell Technology Center... w 287 pending 9,663
(11) Fresno—Music Building remodel and
addition ..........veeeviniiniiiiininns P 190 . pending 10,342
(12) Fresno—Engineering East addition..... w 246 pending - 8257
(21) Long Beach—Dance Facility/ Audito-
v 111+ PO PSURUUPRTPN P . 533 pending . 27,775
(23) Long Beach—School of Business........ we 12,517 pending 1,243
(24) - Los Angeles—Arts Complex.............. c 12,380 pending 564
(28)." Northridge— :
‘ South Library conversion........... el P 101 $101 4,333
(34) Sacramento—Classroom Building ....... LC. 10,466 pending 1,093 .
(35) San Bernardino—Classroom/Faculty— ‘ g e
office/student services building ......... e 16,364 pending. 896
(45), San Francisco—Faculty ofﬁce addition : '
to science building.............c.oevenies c 324 .- —
(46)- San Francisco—~Remodel ‘Arts and In- '
dustry Building and addition............ w 386 — . 16423
(50)  San Luis Obispo—Physical education ad- . ‘ ' o
C diHOM W " 240 - pending 7,168
(51) San Luis Obispo—Dairy Science I, In- . : .
structional-Center ..........cc..vovninens w .- 150 pending - 6;508.
(53) San Luis Obispo—Business Adxmmstra— : . : :
' tion and Education, remodel and addi- , _ :
[110) 1 SO PPN . c 13,086 ©  pending 990
(54)  San Luis Obispo—Faculty/Offices I...... we 2,995 pending | © 925
2: Primarily Administrative Support: S
(32) Pomona—Classrooms/laboratories/ad- . :
ministration building, phase I ............ w - 695 pending 26,064
.(39) San Diego—Classroom/student services . :
building .........cocoviieiniiiniiiienen. W 440 pending 14,438 .
(52) San Luis Obispo—Student services -
building ...........oooooeiinl ¢ 2,142 pending 150
Totals ..ooniiiiiiiiine $83,341 $101 $136 348

2 Phase symbols indicate: p = preliminary plans, w = working drawmgs, and ¢ = construchon
b CSU estimates.

New Support Facilities for Whlch We Withhold Recommenduhons

We withhold recommendation on $81,567,000 in Item 6610-301-7585 for
14 projects at 10 campuses, pending receipt of prelzmmary plans and
cost estimates.

As summarized in Table 6, we have withheld recommendation on the
total amount requested for 14 projects. These projects were approved
previously by the Legislature, but preliminary plans and associated cost
estimates have not been completed. In most cases, the projects are on
schedule as approved by the Legislature. This necessary information,
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which substantiates the sizeé and cost of each project, should be available
prior to. budget hearings. Pending receipt of this information, we
withhold recommendation on $81,567,000 in Item 6610-301-785 for 14 new
support projects. - - :
Balance Between Instructional Space and Ancillary Suppori—
. Policy Choice for-the Legislature - : :
We withhold recommendation on $723,000 in Item 6610-301-785 (11)
and (21) for preliminary plans for new facilities on the Fresno and
- Long Beach campuses, pending the Legislature’s review of and. deci-
sions on the policy implications of funding auditorium/theater facil-
ities. N o
Fresno—Music Building Remodel/Addition. The budget includes
-$190,000 for preliminary plans for remodeling of and addition to the
Music Building at Fresno which was built in 1954. The project consists of
the construction of a 37,500 asf addition ($184 per asf) and remodeling of
an uridefined amount of space in the existing building at a total project
cost of about $10.5 million. ‘ '
The CSU indicates that the new music addition is needed to provide
additional and improved space for the music program. The CSU proposal
indicates that the 37,500 asf addition will provide 7,300 asf laboratory
space and 4,000 asf for faculty offices. The remaining 26,200 asf will be for
: uses ancillary to the instruction space, and include a choral/opera theatre
(17,600 asf) and practice studios (8,600 asf).
- Long Beach—Dance Facility/Auditorium. The budget includes
© $533,000 for preliminary plans for a dance facility and auditorium at Long
Beach. The total cost of this‘project is estimated to be about $28.3 million.
The project consists of 101,800 asf of space. Of that amount, 32,600 asf
woulg be allocated to the dance program and the balance to a new
1,200-seat auditorium - (69,200 asf), stage and lobby. Moreover, of the
32,600 asf for dance, only 4,500 ast is for instructional purposes and 3,200
asf for faculty offices. The remaining 24,900 asf is space ancillary to the
instruction program. Thus, 92 percent of the building consists of an
auditorium and ancillary space. .
Policy Issue Associated With Space Ancillary to Instructional Pro-
_gram. As indicated above, the projects at Fresno and Long Beach place
a significant emphasis on the construction of space dedicated to functions,
which are ancillary to the instruction program. This raises a significant
policy issue for the Legislature to address. Current and projected
enrollments are increasing at most campuses. As a result, there is a need
to provide additional instructional space throughout the CSU system. The
ofi)cy question then is what balance the Legislature wants to achieve
zetween instructional space and ancillary support space when allocating
limited capital outlay funds. In deciding this question the Legislature is
faced with several policy implications. For example, if ancillary space has
priority over instructional space, should each campus have a 1,200 seat
auditorium/theater? If the answer is yes, then when should such a facility
be provided? In addition, how many small theaters should be constructed
-on a campus? These policy decisions have major cost implications because
these facilities and other ancillary elements are expensive to construct.
Most campuses have a little theater of approximately 400 seats.
Currently, two campuses also have a large auditorium/theater. These are
located at Chico (about 1,400 seats) and San Jose (about 1,000 seats).
These facilities were constructed over 50 years ago. A new theater
complex with a 1,200-seat auditorium on the Los Angeles campus was
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approved by theLegislature in the 1986 Budget Act and construction

funds are included in the Budget Bill in Item 6610-301-785 (24). This

latter project is funded with state and nonstate funds. Thus, for the

second time in two years, a new 1,200 seat auditorium for one CSU

cam;ilus is requested in the budget. The Legislature may wish to establish

]z; olicy for considering such requests including the two factors noted
elow.

First, should ancillary space be constructed on a campus, if there are
instructional space needs on the campus or elsewhere in the system? If so,
what criteria, including campus enrollment level, should be used to make
such an allocation? v u

Second, if all campuses should have a 1,200 seat theater, and multiple
small theaters, the Legislature will be faced with major expenditures in
the future. These types of facilities serve a broad purpose. They are used
for student performances and provide a close tie with the community
through various cultural events. Should the community share in the costs
of such facilities? This community impact was recognized in the case of
the Los Angeles project where nonstate funds provide about 30 percent
of the project cost. We recommend that, if the Legislature adopts a policy
to provide these large facilities on each campus, part of this policy include
a requirement that nonstate funds be available to share in the cost of the
project. ; :

Pending further discussion of this policy issue with CSU and the
Legislature’s review and decisions concerning this matter, we withhold
recommendation on the Fresno music and Long Beach dance projects
under Item 6610-301-785 (11) and (21), respectively. :

San Francisco—Faculty Office Addition to Science Building :

We recommend deletion of $324,000 in Item 6610-301-785(45) for
augmentation of construction cost for the San Francisco~-Faculty
Office Addition to the Science Building because the Legislature has set
a cap on funding for this project. -

The budget includes $324,000 for augmentation of the construction cost
for the faculty office addition to the Science Building at San Francisco.
The project will construct 71 faculty offices on the east wing roof of the
science building, an area of 12,770 gross square feet:

The total project cost has increaséd from $1,228,000 (approved by the
Legislature in the 1985 Budget Act) to $1,637,000 (approved in the 1986
Budget Act). In order to limit further increases in the project cost, the
Legislature placed Budget Bill language in the 1986 Budget Act stipulat-
ing that “any augmentation authorized by the State Public Works Board
for the Faculty Office Addition project at San Francisco shall be limited
to inflation cost increases based on the Engineering News Record
Construction Cost Index.” ‘

In November 1987, CSU indicated that an augmentation was needed
immediately to permit award of the construction contract for this project.
No basis for the 20 percent increase in project cost was given other than
“the bids came in high.” The construction contract award date has passed
and CSU indicates that the augmentation is still needed. The CSU has not
provided any explanation as to why the cost of the project has increased
above what the Legislature authorized or what steps were taken to keep
the project within the approved cost.

Our review of the 1986 proposal for this project indicates that the CSU
should be able to control project cost to the level approved by the
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Legislature. Consequently, we recommend deletion of the $324,000
_ proposed for augmentation of this project.

San Francisco—Remodel Aris/Industry-and Addition =
- We recommend deletion of $386,000 in Item 6610-301-785 (46) for
additional working drawing funds to remodel and provide an addition

Jor Arts and Industry on the San Francisco campus because the
.estimated construction cost is $6.4 million (56 percent) higher than
previously recognized by .the Legislature and CSU has provided no
Justification for this excess.cost. Working drawing funds are available
‘in the current year to design.the facility as approved by the Legislature.
(Future savings: $6.4 million.) _ , :

The budget includes $386,000 to augment the $391,000 included in the
1987 Budget Act to prepare working drawings to: (1) remodel the 51,412
asf Arts/Industry Building, 52) add 7,050 asf to the building, (3) add 3,800
asf to the gymnasium for dance studios, and (4) construct a 40,000 asf
four-story annex to the Arts/Industry Building for film, art and faculty

_offices. The project, as approved by the Legislature, will provide a limited
amount of instruction space to accommodate the student enrollment—84
FTE laboratory capacity. According to CSU data, this would bring the San
Francisco campus to 85 percent of state space guidelines for laboratories

“based on projected enrollment for 1991.

*  The proposed 100 percent increase in the cost of working drawings is
the result of CSU’s current estimate of $17.2 million for the.total cost of
this project. This is $6.4 million (56 percent) higher than the cost
previously estimated by CSU and approved by the Legislature in the 1987
Budget Act. Inflation would account for less than 3 percent of the
increase. | o . . o _

Project Cost Increase Not Justified. The CSU has not provided any
information to substantiate the reasons for this significant cost overrun. In
response to. our questions regarding the increase, CSU indicated that,
based on the architect’s estimate, the initial project budget was signifi-
cantly understated. No other explanation has been presented for this $6.4
million cost overrun. The CSU has undertaken a limited value engineer-
ing review of the project. The report on this effort indicates that the
construction cost could be reduced by about $2 million. The report,
however, also indicates that the evaluation team was unable to evaluate
many important scope/cost:elements because of insufficient information
such as the lack of (I) specific program requirements, (2) principal
design features, (3) seismic studies, and (4) mechanical requirements. It
is our understanding the CSU is reviewing this report for potential
modifications to reduce the cost overrun by the $2 million. . - |

In any case, the project as approved by the. Legislature is consisten
with CSU cost guidelines for these instruction facilities. This was the case
when the Legislature approved fgl;;eliminary planning funds in the 1986
Budget Act and again when funds were appropriated for working
drawings in the 1987 Budget Act. To our knowledge, the programs to be
housed in the remodeled and new space have remained the same since
the original appropriation. Based on available information, there is no
basis to provide a 100 percent augmentation to the working drawing
funds that were appropriated in the 1987 Budget Act. Consequently, we
recommend deletion of the $386,000 in Item 6610-301-785(46) for addi-
tional working drawing funds for this project. Funds would remain
available for preliminary. plans and working drawings, assuming CSU
proceeds with the project as approved by the Legislature and has the
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corresponding preliminary plans approved by the State Public Works
Board prior to the end of the current year. If CSU cannot expedite the
project, the prior funds would have to be reappropriated if the project is
to proceed. : ' ,

- San I.uisObispo—PhYsicol Education Addition

We withhold recommendation on $240,000 proposed in Item 6610-301-
785(50) for working drawings for a physical education addition at the
San Luis Obispo campus, pending clarification of existing physical
education space and justification for proposed phiysical education
space on this campus. ’ : ' :

The budget includes $240,000 to develop working drawings for a 48,290
asf addition to the physical education facilities at the San Luis Obispo
campus. The addition would include rooms for activities such as gymnas-
tics, wrestling and human performance, additional shower/locker rooms,
and an additional gymnasium (split-funded with nonstate funds). Aceord-
inguto CSU, the estimated future cost of the state-funded project is $7.2
million. - : '

The proposed  project would be combined with a student-funded

"“physical education addition containing 30,135 asf. The student-funded

addition is to be financed through fees approved by the student body in

- February 1986 and implemented in the fall quarter 1986. The two
projects, however, are independent and either could proceed without

constructing the other. .
System priorities rearranged by use of statewide preliminary plan-
ning funds. The budget includes a request for working drawing funds
only, even though this project has never been presented to or approved
by the Legislature. The Chancellor’s Office staff indicates that previously
appropriated stafewide preliminary planning funds will be used to
develop preliminary’ plans for ‘this project. The use of these statewide
funds for this purpose is, in our opinion, not consistent with legislative
intent and does not represent an' appropriate use of the lump-sum
appropriation for statewide planning. In establishing this long-standing
appropriation, the Legislature expected the funds to be used for those
projects to be included in the thén-current Budget Bill and for which the
CSU could develop preliminary plans and cost estimates for legislative
consideration during budget hearings. Clearly, however, given the size of
this project, preliminary plans would not be able to be completed before

‘budget hearings.

Moreover, apparently because of the use of these funds, the Chancel-
lor’s Office -staff ‘considers this a “previously approved project” and

“therefore placed it at a higher priority than would otherwise have been

the case. In fact, based on the information provided by the Chancellor’s
Office staff concerning the methods for determining priorities, it appears

‘that, if this project were not considered as “previously approved”, it

would be below the requests for additional physical education facilities at
%alcll)'amento and Northridge (neither of which are included in the Budget
11l). ’

Unclear justification for additional state-funded physical education
space. The CSU has provided limited information to substantiate the
proposed physical education facility. We asked the Chancellor’s Office
staff to provide a detailed list of the physical education space at San Luis
Obispo: This list was to include basic information such as the type and
amount of space available (i.e., gymnasia, weight rooms, locker/shower,
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etc.) the amount of space needed, and the analytical basis for determin-
- ing the need for additional space. The CSU response indicated that based
on undelineated 1956 space guidelines, the San Luis Obispo campus had
64 percent of physical education space needs. The CSU, however, was
unable to provide information on what space is available, how existing
space is used, and what basis CSU has used to request the various
elements of the proposed project. Thus, it is unclear what is included in
the 1956 space guidelines and what types of space are needed (such as
gymnasium, weight rooms, handball courts, etc.) on the San Luis Obispo
Campus. Pending receipt of clarifying information, we cannot advise the
Legislature of the need for additional space. Consequently, we withhold
recommendation on the $240,000 in Item 6610-301-785 (50) for working
drawings for additional physical education space at the San Luis Obispo
campus.

F. UPGRADE SUPPORT FACILITIES

The budget includes $2.4 million for two projects that are primarily
intended to upgrade existing support facilities. Table 7 summarizes the
requests under this category anc? our recommendations..

Table 7

California State University
1988-89 Capital Outlay Program
E. Upgrade Support Facilities
Item 6610-301-785
(dollars in thousands)
Budget Analysts  Estimated

Sub- Bill Recommend-  Future
Item Project Title Phase® Amount dation Cost®
(13) Fresno—Speech Arts Building, re-

model ...ouiuninii e we | $2,173 pending —
(14) Fresno—University Farm Laboratory...... w 250 pending $8,161

TOALS +v v teveeeevreeeraee et e s ebieerrn e en e ranees $2,423 pending $8,161

2 Phase symbols indicate: w = working drawings and ¢ = construction.
b CSU estimates.

Plans Needed on Projects to Upgrade Support Facilities

We withhold recommendation on $2,423,000.in Item 6610-301-785 for
two projects to upgrade support facilities: (13) Fresno—Speech Arts
-Building, remodel ($2,173,000) and (14) Fresno University Farm
Laboratory ($250,000), pending the receipt of preliminary plans and
updated cost estimates for these projecis.

The budget includes $2.4 million for two projects.to upgrade support

facilities—Speech Arts Building, remodel and University Farm Labora-
tory at Fresno. . . : : .
At the time ‘this analysis was prepared, preliminary plans and updated
cost estimates had not been received for these projects. We withhold
recommendation, pending receipt of the preliminary plans and updated
cost estimates.

G. OTHER PROJECTS - : '
~The budget includes $5.7 million for six projects in the “other”
category. For discussion purposes, we have divided these projects into (1)
statewide  projects ‘and- (2) campus development projects. Table 8
summarizes the requests and our recommendations in this category.
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We recommend approval of $4,378,000 for four projects: (2) statewide
architectural services, (3) statewide minor capital outlay ($4,000,000), (5)
statewide feasibility studies for energy retrofit projects ($120,000), and
(7) Bakersfield campus entry site development ($58,000). These projects

- and the associated costs are reasonable and we recommend approval. A
d1scuss1on of the remammg projects and our recommendatlons follow.

Table8 .

California State University
1988-89 Capltal Outlay Program
' ‘G. Other Projects
Item 6610-301-785
(dollars in thousands)
Budget Analyst’s  Estimated

Sub- : Bill Recommen- . Future
Item Project Title . Phase® .  Amount dation Cost®
1. Statewide Projects: ' )

(1) Statewide Preliminary Planning’ p $400 - $250 ‘
(2) Statewide Architectural Services P 200 200 —
(3) Statewide Minor Capital Outlay............ pwee 4,000 4,000 —
(4) Statewide Minor Capital Outlay, Energy .
Conservation Retrofits .....................0 pwee . 960 - -
(5) Statewide—Feasibility Studies for Energy C
Retrofits ...o.ovvviniiieineniiicniianrenyes T p 120 120 -
2. Campus Projects: )
(7) Bakersfield—Campus Entry Development. P 58 58 $569
(49)  San Jose—Central Plant Expansion........ ¢ 1,597 1,597 =
Totals. . .uvvnernie e e D K $7,.335 $6,225 . $569
* Phase symbols indicate: p = prelumnary plans; w = working drawmgs, ¢ = construction; and e =
equipment.
b CSU estimates.

Statewide Preliminary Planning—1989-90 Projects

We recommend a reduction of $150,000 in Item 6610-301-785 (1) for
statewide preliminary planning because CSU has not justified an
mcrease af ove the amount provided in the current year. -

We also recommend adoption of Budget Bill language restricting the
expenditure of statewide preliminary planning funds to only those
capital outlay projects for which prelvminary plans and cost estimates
car:i be developed prior to budget hearmgs on the 1989-90 Govemors
Budget.

- The budget includes $400,000 for prehmmary plans for ‘selected”
major 1989-90 projects. Previously, funds for this purpose have been
appropriated to CSU with Budget Act language restricting expenditures
to projects expected to be in the next budget and for utility, ‘site
development and cost/benefit analysis for future budgets The limiting
laniguage is not proposed in the Budget Bill. - -

These funds have traditionally been provided to enable CSU to develop
adequate budget information for the Legislature and the administration.
Thus, the funds would be spent on pro_]ects that are of the size and nature
to allow completion of the preliminary %lans .and cost estimates prior to
legislative hearings on the Budget Bill. This, in turn, gives the Legislature
the information it needs to assess CSU’s proposals.
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The $400,000 requested for preliminary planning represents a signifi-
cant increase over the $250,000 provided in the 1986 and 1987 Budget
Acts. The CSU has not provided a basis for this increase, but indicates that
the fund would be used for “selected” projects for which working
drawing funds will be requested in 1989-90. Based on CSU’s five-year
capital outlay program, we estimate that a total of $250,000 would provide
the system with sufficient funds to develop preliminary plans and cost
estimates for those projects traditionally initiated with these funds.
Consequently, we recommend a reduction of $150,000 in Item 6610-301-
785 (1) for statewide planning.

We further recommend that the Legislature reinstate the prior Budget
Act language, modified to assure that the funds will be spent to provide
the Legislature the necessary budget information. Accordingly, we
recommend the following budget language in Item 6610-301-785:

Funds appropriated in category (1) shall be available only for those
major capital outlay projects for which working drawing funds or
working drawings and construction funds are expected to be included
in the 1989-90 Governor’s Budget and for which preliminary plans and
cost estimates can be developed prior to legislative hearings on the
1989-90 Budget Bill, except that a maximum of $120,000 shall be
available for expenditure on July 1, 1988 for utility and site develop-
ment for major capital outlay projects and for development of bene-
fit/cost analyses of planning alternatives for proposed 1990-91 capital
outlay projects.

Statewide Energy Conservation Retrofit Projects

We recommend deletion of $960,000 in Item 6610-301-785 (4) for
statewide minor capital outlay energy conservation retrofit projects
because these projects would be more appropriately financed under the
Energy Efficiency Revenue Bond program. -

The budget includes $960,000 for energy conservation retrofit projects
at séveral state university campuses. The projects include lighting
modifications, improvements to heating, ventilation and air conditioning
systems, replacement of boilers and chiller units and installation of
computerized energy management systems. The CSU estimates that
energy savings will return the initial investment in an average of 2.8
years.

In 1982, the Legislature authorized the Energy Efficiency Revenue
Bond program to fund cost-effective state energy projects. Under this
program, which is administered by the Department of General Services
(Office of Energy Assessment), the State Public Works Board (PWB) is
authorized to issue, over a 10-year period, up to $500 million in revenue
bonds to finance energy conservation projects. The bond debt is paid
from the savings generated by the individual projects.

Our analysis indicates that the proposed energy conservation retrofit
projects would be more appropriately financed with Energy Efficiency
Revenue Bond funds than with 1988 Higher Education Capital Outlay
Bond funds. On this basis, and without prejudice to the projects, we
recommend deletion of the $960,000 requested for these projects, Accord-
ingly, we suggest the CSU consider applying immediately to the Office of
Energy Assessment for funding under the energy bond fund program.
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H. PERMANENT OFF-CAMPUS CENTERS

The budget includes $2.3 million for seven projects related to estab-
lishment of new permanent off-campus centers. Table 9 summarizes the
requests and our recommendations.

Table 9
California State University
1988-89 Capital Outlay Program
H. Permanent Off-Campus Centers
Item 6610-301-782
(dollars in thousands) :
Budget Analysts  Estimated

Sub- S Bill Recommen-  Future
Item Project Title Phase® Amount dation Cost®
(16) Contra Costa Off-Campus Center, initial

facility .o.oeoiviireie e pw $505 - —_ $14.957

. (29) Ventura Site—Master Plan, phase I and II. p 200 pending 3311

(40) North San Diego Campus, master plan-

11117 SO p 100 pending —
(41) North San Diego Campus, mfrastructure/

site development...............coveenvennns w - 320 pending 9,460
(42) - North San Diego Campus, initial facility .. pw 844 pending 19,686
(43) North San Diego Campus, academic build- - . ‘

mgl. i p 266 pending 19,425
(44) North San Diego Campus, physical plant/ S

corporation yard ..........c.ooeveiiiiin.n. pw 95 pending 1,550

Totals......covviviiiiiiiii $2,330 — $37,693

2 Phase symbols indicate: p = preliminary plans; and w = working drawings.
b GSU estimates.

Contra Costa Off-Campus Center, Initial Facllliy

We recommend deletion of $505,000 -in Item 6‘6‘10—301-785(16‘) for
preliminary plans and working drawings of the Contra Costa Off-
Campus Center, Initial Facility because the California Postsecondary
Education Commission (CPEC) has requested that the Legislature not
approve funding for development of the center until CPEC has received
and approved a transportatzon access plan and environmental impact
report for the roject. We also recommend that CSU advise the
Legislature, at tife time of budget hearings, how it intends to finance
the transportation plan and environmental impact report for this
project.

The budget includes $505,000 for preliminary plans and workmg
drawings for construction of initial facxlE) ties for a permanent off-cam us
center on 380 acres of state-owned property in tf])e City of Concor
Contra Costa County to replace the existing temporary center in Pleasant
Hill. The initial multipurpose facilities would have capacity for 1,000 FTE
students, and would include lecture space, laboratories, faculty offices,
library space, and administrative and support space. The estimated future
cost to construct this project is $15 rml.ﬁ

Background, The CSU Hayward campus currently operates a leased
off-campus center in Pleasant Hill. Established in 1981, the center serves
an enrollment of approximately 500 FTE students. Chapter 744, Statutes
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of 1985, called for CSU to study the needs for higher education services in
this area. In March 1986, CSU’s consultant reported on the educational
needs of the Contra Costa area. The consultant recommended establish-
ment of a center to accommodate up to 3,000 students, but indicated that
the population base of the county could support a full-service campus of
3,500 to 7,400 (headcount) students. The report was approved by the
trustees in September 1986. The Legislature has authorized $385,000 for
preliminary plans and working drawings for site and utility improve-
}n‘elrlllts and $106,000 for preliminary plans of this initial multipurpose
acility.

Conditional Approval by CPEC. In December 1987, CPEC gave its
approval to establish the permanent Contra Costa Center, but limited
initial enrollment to 1,064 FTE rather than 3,000 (headcount) enroll-
ment, as 1;:reviousl approved by the trustees. The CPEC approval
included three conditions. First, the CSU is to submit to the commission
a transportation plan to ensure “reasonable access” for students to the
center and an environmental impact report to assess the transportation
impact of phased growth of the center. Second, that the Governor and
the Legislature approve no funding for development of the permanent
center until CSU has submitted, and the commission has reviewed and
approved the transportation plan and environmental impact report
(EIR). Third, that, if CSU considers it appropriate to convert the Contra
Costa Center into a comprehensive four-year campus, it must submit a
complete justification for such conversion to.the commission at least two
'years in advance of the proposed conversion date.

Recommendation. Recognizing that the site for the new permanent
center has a serious transportation problem (the main access route—
Ygnacio Valley Road—is currently heavily congested at peak travel
hours) and that it will probably take a year or more to develop the
required transportation plan and complete the EIR, we recommend
deletion of the $505,000 for augmentation of preliminary planning for the

_initial multi-use facility. :

As an added concern, it is not clear how the CSU will finance the
transportation plan and the environmental impact report. ‘An appropri-
ation of $200,000 was made in the 1987 Budget Act and an acﬂ;tional
$200,000 is proposed in the budget for statewide architectural services. It
is not clear whether the CSU intends to use such funds to prepare the
plan and EIR. Thus, we recommend that CSU advise the Legislature, at
the time of budget hearings, how it intends to finance the plan and the
report. ’

Off-Campus Centers—Ventura County and North San Diego County

We withhold recommendation on $1,825,000 for (29) Ventura Site—
Master Plan: Phase I and II ($200,000); (40) North San Diego Campus,
master planning ($100,000); (41) North San Diego Campus, infrastruc-

“ture/site development ($320,000); (42) North San Diego Campus, initial
facility ($844,000); (43) North San Diego Campus, academic building 1
($266,000); (44) North San Diego Campus, physical plant/corporation
yard (395,000), pending decisions on the acquisition of both sites and
approval by the trustees of the master plan and environmental impact
report for the North San Diego Campus.

The budget includes $1.8 million for preparation of the master plan for
the proposed Ventura Off-Campus Center and the master plan, prelim-
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inary plans, and working drawings for development of academic and

- support facilities for the proposed North San Diego Campus.

Background. The 1987 Budget Act appropriated $19 million for
acquisition of sites for the Ventura and North San Diego Centers. In
addition, the 1987 Budget Act appropriated $200,000 for preparation of a
master plan for the North San Diego Center.

Ventura. According to CSU, an unspecified portion of the $19 million
previously appropriated for fand acquisition will be used to acquire
property for the Ventura County Center near either the City of Oxnard
or the City of Ventura. Chapter 361, Statutes of 1985, directed the CSU to
prepare a study for establishment of 2 permanent off-campus center in
Ventura County. The Northridge campus has operated an off-campus
center in Ventura in leased facilities since 1974. Recent enrollment
increases have resulted in overcrowding of the leased facilities. The state
university is currently evaluating several potential sites for the Ventura
off-campus center, but no final site selection has been made.

North San Diego. In addition, an unspecified portion of the $19 million
appropriated for land acquisition will be used to acquire a site for the
North San Diego Center. Negotiations are in process for acquisition of a
304-acre parcel in the City of San Marcos. In conjunction with this
acquisition, the CSU has also entered into an agreement with the City of
San Marcos to construct off-site infrastructure improvements, including
roads for development of a full campus having an enrollment of 25,000
FTE. The CSU estimates that site development, campus utilities and
initial facilities will cost about $50 million.

Although the final site has been selected for the North San Diego
Campus, negotiations with the owner have been complicated and
difficult. As a consequence, the acquisition has not been consummated.
As an added concern, the master plan and environmental impact report
for development of the campus have not been completed.- According to
CSU, both the plan and report w1ll be presented to the trustees: for
approval in March 1988.

Recommendation. Given that the Ventura site has not been selected
and the North San Diego site acquisition has encountered troubles and
the master plan and EIR are not completed, we withhold recommenda-
tion on $1.8 million for master planning, preliminary plans and working
drawings for the Ventura and North San Diego off-campus centers,
pending decisions on the acquisitions and completion.of the North San
Diego master plan and EIR. :

Supplemental Report Language

For purposes of project definition and control, we recommend that the
fiscal committees adopt supplemental report language which describes

the scope of each of the capital outlay projects approved under . this item.

— —
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CALIFORNIA MARITIME ACADEMY
Item 6860 from the General

Fund and various other funds . . g Budget p. E 128
ReQUESLE 1988-89...ccccccoreibevreessssecesmeseessessssesmesesssssessssscsssseseree $9,442,000
Estimated 1987-88 .....c..ccvivrinnnneneerrressssessesesssessesessssssssesosssesens 9,146,000
Actual 1986-87 ......c.cciiveunmnenssiinnrernerenn: reeisiessareereesaesesersneerassasesnaenns 8,431,000

Requested increase (excludmg amount
for salary increases) $296,000 (+43.2 percent) .
Total recommended TEAUCHION.....cvevvivrciviverereererennseseaonenes reveriioenes = 150,000

1988-89 FUNDING BY ITEM AND SOURCE

Item—Description Fund : Amount
6860-001-001—Support ‘ General : $6,776,000
6860-001-519—Support Continuing Education- - 55,000
6860-001-814—Support : CMA Trust (Lottery) 30,000
6860-001-890—Support ~ Federal Trust 401,000
6860-490—Reappropriation General .-
Reimbursements i - —_ . 2,180,000
Transfer to CMA Trust Fu;ld ‘ — Co ¢ (11,000
Total . $9,442,000
o L Analysis
SUMMARY OF MAJOR ISSUES AND. RECOMMENDATIONS page

1. Faculty Merit Salary Adjustments. (Reduce Item 6860-001- 1067
001 by $150,000.) Recommend that the General Fund - =
amount proposed to fund CMA faculty merit salary adjust-
nients be reduced by $150,000, due to overbudgetmg

GENERAL PROGRAM STATEMENT

The California Maritime Academy (CMA) was estabhshed in 1929 and
is one of six institutions in the United States prov1dmg a programfor
students who seek to become licensed officers in the U.S. Merchant
Marine: Students major in either Marine Transportation, Marine Engl-
neering Technology, or Mechanical Engineering.

The CMA is governed by an independent seven-member board
appointed by the Governor for four-year terms. The academy has 356
students and 135.5 personnel-years in the current year. A

OVERVIEW OF THE BUDGET REQUEST

The budget proposes expenditures of $9,442,000 for support of the CMA
in 1988-89. This consists of $6.8 million from the General Fund, $401,000
in federal funds, $30,000 in lottery funds; $2.2 million in reunbursements,
and $55,000 from a special fund. The total proposed expend1ture is
$296,000, or 3.2 percent, more than is estimated to be expended in the
current year.

Table 1 summarizes expenditures and funding sources for the academy
in the prior, current, and budget years '
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Table 1

California Maritime Academy
Budget Summary
1986-87 through 198889
(doliars in thousands)

Change frAm

: - Actual Est, Prop. : 1987-88
Program . 1986-87 1987-88 198889  Amount  Percent
Instruction........cccovveeevninenennnnennns, . $4,364 $4818  $4,867 $49 1.0%
Academic Support.............oceoinne "1,144° 1,348 1,424 76 . 56
Student Services........coveeiiiiniivennins 2,923 2,980 3,151 1 5.7
‘Administration (distributed)............... (2,109) (3,023) © (3,100) - _ (T) _(25)

Totals, Expendltures. eerrreeeriaeana, $8,431 $9,146 .  $9,442 $296 . 32%
Funding Sources ‘ .
General Fund......................coeunni. $5,696 $6,283 36776 9493 L 78%
Continuing Education Revenue Fund..... 223 40 55 15 375
CMA Trust Fund (Lottery) ................ 25 30 30 — —
Federal Trust Fund.............. Mevevneeies 638 401 401 — -
Reimbursements..................c...iv.... 1849 . 2392 2180 -212 -89
Personnel-years...........c..covenins eere 1268 135.5 135.5 — —_

Table 2 shows the factors accounting for the change in the CMA’s
planned expenditures between the current and budget years.

Table 2 N
California Maritime Academy
Proposed 1988-89 General Fund Budget Changes
: {doltars in thousands)

1987—88 Expendltures (Revised) ....: R S S O SO S $6,283
Baseline Adjustments and Workload Changes v : S
Price inCrease .....vvovcvenveriiarninvnnenenns e, s $83
Employee compensation—full-year flmding et tea e 130
Faculty merit salary adjustment..........cc.ocoiiviiiiiiiineininniienineninenee, o 200
Nonrecurring expendittres ... .....ooovvevrinieriniiiiersiiiveireniiieiieionenine T —128
Miscellaneous operating expense and eqmpment reductions .......:... e ~72
PERS reduction ................. P SRS -10
Salary, savings‘increage.......... PP PO PPN —6
-Subtotal .............. S S TP vl S (819T)
Program Changes v - )
Instructional Equipment.......... e e . $146
Special Repairs ... .o..livveeiiin it D, reerienas 150
T o ) S P SRR Veeveen ($296)
1988-89 Expenditures (Proposed)............ccovuveiiiiiieiiiiiiiniieniinenniinans $6,776
Change from 1987-88:
ATNOUIIE . vttt vttt ittt e vt s veneeeoanneasrnenseresseesesssnseesansessnnsnnes $493
E 5 (1 1| S T A S S 7.8%

ANALYSIS' AND RECOMMENDATIONS |
* We recommend approval of the following General Fund augmenta-
tions:

o $146,000 for instructional equipment. Our analysis indicates that the
proposed purchases—which will renovate and upgrade classroom
laboratory equipment—are justified.



Item 6860 POSTSECONDARY EDUCATION / 1067

o $150,000 for special repairs. Our analysis indicates that the proposed
special repair project—resurfacing the main pier—is justified. -
In addition, we recommend approval of the following Budget Bill items
not discussed elsewhere in this analysis: : _

o Continuing Education (Item 6860-001-519). The budget proposes
$55,000 from the Continuing Education Revenue Fund, and $262,000
in reimbursements, to support the academy’s continuing education
program in 1988-89. This program offers fee-funded courses for adult
education in maritime vocational education and technical training.
Our analysis indicates that the proposed expenditures are justified.

e CMA Trust Fund—Lottery Revenues (Item 6860-001-814). The
budget projects that CMA will receive $41,000 in lottery funds in
1988-89. Of this amount, the budget proposes that the academy spend
$30,000 during the budget year. The budget allocates these funds to
the academy’s instruction program.

o Federal Trust Fund (Item 6860-001-890). The budget proposes

"~ $401,000 from the Federal Trust Fund to provide financial aid to
CMA students. Our analysis indicates that these expenditures are
justified. , ,

o Reappropriation (Item 6860-490). The budget proposes language

- reappropriating any unexpended balances from CMA’s 1987 Budget
Act appropriation (main support item), to be used for instructional
equipment replacement, deferred maintenance, and special repairs.
Our analysis indicates that reallocation of funds for these purposes
would be reasonable. : : '

Student Fees

. Table 3 shows .the stﬁdent fees at-the California Maritime Academy
from 1985-86 through 1988-89.

Table 3
California Maritime Academy
Student Fees
1985-86 through 1988-89

" Percent
) Change

Proposed = from
‘ _ , 198586 198687 198788 198889 198788
Education/student services ................ $645 $710 $645 $706 9.5%

Medical.........cc.coveeiniiiiiinininnn, 162 178 - 162 179 10.5
Nonresident tuition.........ccoovveenvennnnns 1818 2,000 2,200 2,420 10.0

The budget proposes a 9.5 percent increase in the education/student
services fee in 1988-89, based on the fee methodology proposed in 1985 by
the California  Postsecondary Education Commission. The budget also
proposes a 10 percent increase in nonresident tuition and a 10.5 percent
increase in the medical fee.

Faculty Merit Salary Adjustments are Ovérbudgeied

We recommend that the budget proposal to fund merit sala
adjustments for CMA faculty be reduced by $150,000, for a correspond-
ing General Fund savings, in order to correct a technical overbudget-
ing error. (Reduce Item 6860-001-001 by $150,000.)

The budget proposes $200,000 from the General Fund for CMA faculty
merit salary adjustments in 1988-89. Our analysis indicates that this was
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calculated on an incorrect salary base. We éstimate that only $50,000 will
be required for this purpose. Consequently, we recommend that the
budget be reduced by $150,000 to correct this technical error.

CALIFORNlA MARITIME A_CADE'MY—CAPITAL OUTLAY

Item 6860-301 from the Higher
Education Capital Outlay

Bond Fund - . Budget p. E 134
Requested 1988-89..........cvcvvvevmnercerierneneens rreeeersinmsesseraaes et ~ $390,000
Recommended approval..........vennnininicnnnnnns eeerenens earene 185,000

Recommended reduction........ e ieereieseessseieeesssssssnssessssene 205,000

Minor Capital Outlay .

We recommend a reduction of $205,000 in Item 6860-301-785 and
approval in the reduced amount of $185,000 for minor capital outlay
Jor the California Maritime Academy because: (1) the $95,000 residence
hall relighting project would be more appropriately financed under
the Energy Efficiency Revenue Bond program (2) the cost of installing
fire doors in the residence halls should be reduced by $35,000 (3) the
cost of constructing a 30-car parking lot should be reduced by $20,000,
and (4) the cost of constructing two racketball courts should be
reduced by $55,000. " : N '

The budget includes $390,000 for five minor capital outlay projects for
the California Maritime Academy. We recommend approval of one
project for two mooring buoys ($15,000). In regard to the other four
projects, we recommend the following deletion and reductions.

Relighting Project. Included in the academy’s request is $95,000 for
replacement of all interior and exterior incandescent lighting in resi-
dence halls A, B, and C with fluorescent lighting. This energy conserva-
tion project was recommended by the Pacific, Gas and Electric Compa-
ny. The academy indicates ‘that the project will result in-up to a 20
percent reduction in its annual electrical energy costs for these II))uildi‘n‘fgs.

In 1982, the Legislature authorized the Energy Efficiency Revenue
‘Bond program to fund cost effective state energy projects. Under this
program—which is administered by the Department of General Services
(Office of Energy Assessment)—the State Public Works Board (PWB) is
authorized to issue, over a 10-year period, up to $500 million in revenue
bonds to finance energy projects. : :

If the academy determines that this relighting project can achieve
sufficient savings to establish-a favorable paybacﬁ period, it should
consider applying to the Office of Energy Assessment for funding under
the bond program. The use of the bond program will make available the
$95,000 proposed in this item for other legislative priorities. On this basis,
and without prejudice to the project, we recommend deletion of $95,000.

- Fire Doors. The request includes $75,000 for the replacement of 50
steel doors in the “old” residence hall with fire rated wood doors. This
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would be the last of a series of three projects to replace doors throughout
the academy to meet recommendations made by the State Fire Marshal.

In response to questions that we raised concerning the high estimated
cost of replacing the doors ($1,500 per door), the academy checked the
actual costs of the recently completed door replacement project and
informed us that the proposed project could be reduced to $40,000 ($800
per door). Thus, we recommend a reduction of $35,000 in the proposed
project. '

Parking Lot. The request also includes $35,000 ($4.66 per square foot)
to construct a new surface parking lot for 30 cars on a level site. Based on
available construction cost information for projects of this type, our
analysis indicates that the cost should be reduced to $15,000 ($2 per
square foot). This amount will construct 7,500 square feet of asphaltic
pavement on crushed rock base. Consequently, we recommend-a reduc-
tion of $20,000 in the project. _

Racketball Courts. In addition, the request includes $170,000 ($106 per
square foot) for construction-of a building enclosing. two racketgall
courts.

Based on available construction cost data, this project should not
exceed $115,000 ($72 per square foot). This amount will provide a tilt-up
concrete slab building housing two courts with hardwood floor, resilient
wall panels, and interior lighting and ventilation. Thus, we recommend a
reduction of $55,000 in this project. : :

CALIFORNIA COMMUNITY COLLEGES
Item 6870 from the General

Fund and various funds Budget p. E 134
REQUESEEA 1988-89.....evvrererrressrerssseerseessoneesssmssossmoseosmesesnenn:§2,723,423,000
ESHMAtEd 1987-88 oeveereesseeereeesescreessessseeseessssnes eeeeresenseesaienne 2,592,472,000
ACEUAL 1986-87 ..vcooereersoeeesesssioesssssesesesssessseessesssnsessesssenessessssonie 25381,061,000

Requested increase (excluding amount for
salary increases) $130,951,000 (+5.1 percent)
Total recommended reducCtion..........cciveereeioieeisenessseereseiosens ‘ 310,000
Recommendation pending ..........cccoonenneeiccrcnseneenerseneenen 11,000,000

1988-89 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
Budget Bill Ttems )

6870-001-001—Support General * - $10,904,000
6870-001-165—Support Credentials : 711,000
6870-101-001—Local assistance General 1,374,417,000
6870-101-785—Local assistance Bond" 33,138,000
6870-101-814—L.ocal assistance . Lottery 72,445,000
6870-101-909—Local assistance - Instructional Improvement " 720,000
6870-102-001-—Local assistance - General 4,000,000

6870-106-001—Local assistance General ' 11,862,000
6870-490—Reappropriation General —
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. 6870-491—Reappropriation General - N 978,000
6870-495—Reversion General T ‘ -
Section 22 S General --10,000,000

:Subtotal, Budget Bill Items . . ($1,519,175,000)
NonBudget Bill Items - - o
Loan repayments N —$1,100,000
Local revenues 664,008,000
Federal funds . o - 116,000,000
Fee revenue . o ' 64,510,000
- Other revenues/reimbursements _ ) 360,830,000
Subtotal, Non Budget Bill Items oo 81,204,248 000)
Total . , $2,793,423,000
. o ~ o Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS .. -~ .~ page

1. Basic Skills; Withhold recommendation on $11 million re- 1077
quested to fund basic skills ADA above the statutory growth
limit, pending allocation of current-year funding in order to
evaluate budget-year funding requirements.

2. ‘Adult Education. Adopt Budget Bill language requiring that - 1078
noncredit adult education ADA growth above the statutory
cap be allocated for growth in priority areas. -

3. Equipment Replacement. Amend Budget Bill language in 1080
Item 6870-490 to more accurately specify the limit on the
amount that may be provided for equipment replacement
and library materials. . v

4. New- Grants. Reduce Item 6870-101-001 by $220,000. Delete 1080
funds for competitive grants for colleges demonstrating :
workable solutions for reducing underrepresentation be-
cause they are premature. _ ,

5. GAIN. Adopt Budget Bill language in Control Section 22 to 1082

- . address a technical issue related to the Greater Avenues for
Indepéndence program.

6. Administrative Flexibility. Reduce Item 6870-001-001 by 1084
$90,000. Delete proposed new Deputy Chancellor position
because the establishment: of this civil service position would

. greatly reduce the new Chancellor’s administrative flexibil- -

ity. - :
GENERAL PROGRAM STATEMENT - :

In 1988-89, the California Community Colleges will provide instruction
to. approximately 1.3 million students at 106 colleges operated by 70
locally-governed districts throughout the state. The community colleges
are authorized to provide associate degrees, occupational certificates and
credentials, remedial and basic skills instruction, citizenship instruction,
and fee-supported community ' service instruction. Any high school
graduate or citizen over the age of 18 may attend a community college.

Governance. The Board of Governors of the California Community
Colleges serves primarily as a planning, coordinating, reporting, advising,
and regulating agency for the 70 community college districts. The board
is composed of 15 members appointed by the Governor for four-year |
terms. ’ : . o ;
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The Chancellor’s Office is the administrative arm ‘of the Board of
Governors, and assists the board in carrying out its statutory duties. The
Chancellor’s Office has 186.1 personnel-years in the current year.

Headcount Envollment and Average Daily Attendance. Table 1 shows
headcount enrollment and average daily attendance (ADA) in the
community colleges since 1979-80. (Headcount enrollment is a count of
the number of students actually in attendance on a given day. An
enrollment survey .is usually taken each year in the fall for this purpose.
One ADA is equal to one student under the immediate supervision of a
certificated instructor for a total of 525 hours in an academlc year )

Table 1.

California Community Colleges
Headcount Enroliment
_And Average Daily Attendance
1979-80 through 1988-89

Credit Courses Noncredit Courses Totals
Headcount ~ ADA™ Headcount  ADA  Headcount ~ ADA
1,100,681 615,209 147,778 55414 1248459 670,623
1,189,976 654,421 193,260 71,003 1,383,236 725514
1,254360 682,671 177,164 66,516  1431,524 749,187
1,192920 667,072 162,062 60233 1354982 727,305
1,090,857 612,042 158,059 53,074 1248916 665,116
1008995 584,368 167,226 61,086 - 1,176,221 645,454
1,005,143 573,289 171,569 66,357 1,176,712 639,646
1009662 585409 190,007 68,661 1,199,759 - 654,070
198788 (est.) ovvveininiiiiinninns 1076280 610,179 191,998 71585 1268278 681,764
1988-89 (prop.) .....ovvviiienininins 1,108,569 626,566 193,918 73488 1,302,487 700054

Headcount enrollment is estimated to increase 34,209 (2.7 percent)
between the current and budget years for a total of $1.3 million in
1988-89. While enrollment is increasing, enrollment in the budget year is
still estimated to be 129,000 lower than the peak enrollment period of
1981-82. Headcount enrollment in credit courses is estimated to account
for- 85 percent of total enrollment. ‘

Average dazly attendance (ADA) in both credlt and noncredit courses
is budgeted to increase 18,290 (2.7 percent) between the current and
budget years, for a total of 700,054 in 1988-89. ADA in credit courses is
estimated to account for 89 percent of total ADA.

OVERVIEW OF THE BUDGET REQUEST

Total Support for Community Colleges

As shown in Table 2, total funding for the community colleges,
1ncludmg support for the Chancellor’s Office; is projected at $2.7 billion
in 1988-89, an increase of $131 million (5.1 percent) over estimated
revenues in the current year. Of the total, $1.5 billion comes from state
funding sources. The remainder comes from local revenues ($664 mil-
lion), federal funds which flow directly to community colleges ($116
million), state lottery revenues ($72.4 million), the mandatory student

fee ($64.5 million), and other sources ($323 7 million).



1072 / POSTSECONDARY EDUCATION Item 6870

CALIFORNIA COMMUNITY COLLEGES—Continued
Table 2
California Community Colleges
Total Support from All Sources
1986-87 through 1988-89
(dqllars in millions)

. Change from
Actual Est, Prop. 1987-88
1986-87 198788 198889  Amount = Percent
State Support -
State operations...........ccoevuerininens ’ $11.6 $12.9 $14.8 $1.9 14.7%
Categorical programs.................... 124.0 219.1 2172 -19 -09
Apportionments. ...........oeeiiiiieniie, 1,122.7 1,1674 1,250.7 83.3 71
Subtotals, State............ccocivenenes ($1,258.3). ($1,3994) ($1,4828) ($83.3) (6.0%)
Local Support
Property taxes.......c.coevvvivnirienineae $5449  $604.8 $653.3 $48.5 8.0%
Local debt.......ccoovvvviiveniininnnn. 13.6 10.7 10.7 — —
Subtotals, Local ...........covvenennnins ($558.5) ($615.5) ($664.0) ($485) (1.9%)
Other Support
Federal ........coocovviiiiiiiiiiinnn.., 81162 $116.0 $116.0 —_ —
Lottery revenues...........ccov.eeineens 574 72.4 724 — —
Enrollment fee........c.cocvevvinanen... 67.0 654 64.5 —$0.9 - ~14%
Other revenues .............oeevvvvennnns 323.7 323.7 323.7 — —
Subtotals, Other........................ ($564.3) ($571.5) ($576.6)  (—$0.9) (=0.2%)
Totals. .vviverenre e e $2,381.1 $2,502.5 $2,723.4 $1309 5.1%
Funding Sources .
General Fund............................... $1228.7  $1,3%64  $l4111 $84.7 64%
Local........c.ccoivivviniiiiiiiiiiinini, 5585 6155 664.0 485 7.9
Federal................................ . 162 116.0 1160 — -
Bond Funds............ccoocovvvviiiniiiinn. - 35.0 33.1 —19 -53
Other State/Reimbursements .............. 296 38.0 386 06 16

Other/Fees/Lottery......................... 48.1 4616 460.6 —1.0 —-02

Significant Program Changes

Table 3 dlsplays by fundmg source, the components of the $131 million
(5.1 percent) increase in total support for community colleges in the
budget year.

: Table 3
California Community Colleges
Proposed 1988-89 Budget Changes
By Funding Source
{dollars in thousands)
General - Lottery  Federal  Local -~ Bond
Fund  Funds  Funds Revenues Funds  Other  Totals

1987-88 Expenditures (Revised)......... $1326366 $72445 $116000 $615517  $35.000 427144 $2592472
Baseline Adjustments '
Apportionments ............oviene. $8,650 - - — - - $8,650
Board financial assistance. ............ 920 - — - — - - 920
Employee compensation ............. (222 - - - - - 299
Price increases .....ovovvvvnneieinnns 70 - - — - - 70
Local revenue........ccooveinnennnn, —59,231 - — —  $48491 —  —$886 - 11,62
Instructional equipment and library )
materials ........oooeiiiiiiiii —9,000 - - —  —$35,000 — 4000
PERS rate reduction................. -3,600 — - - — — 3600
............................... —692 — — - — — —692
Other ............................... 384 — - — — 513 897

Subtotals, Baseline................. (-$62217)  — —  ($48491) (—$35000) (—$373) (—$49,159)



JTtem 6870 POSTSECONDARY EDUCATION / 1073

Workload Changes » : i : L
Statutory ADA growth (21%) ........ 84— . - - - — . §28414
Additional growth ................... 8,500 - - — - — 8500
Cost-of-living adjustment—statutory : :

(4719%) ....... eerereresiesraiaes - 90,354 - - - - - 90,354
Cost-of-living  adjustment—discretion-
A (79%) vvereeieeeerennns 218 — - - - —
Equalization......................... 8,550 — — — — — 8,550
" Subtotals, Workload. ............... ($138,601) - — - — —  ($138,601)
Program Changes )
" Instructional equipment and library o _
materials ..o, $978 - — - $23,138 - $24,116

" Ashestos abatement projects. ......... - — - — 10000 © — 10,000
Mandate—new regulations .......... L 4,000 - - - - — 4000
Chancellor’s Office staff and support.. . 1,074 — - - - - 1,074
Cooperative Agencies Resources for

- - Education—expansion .......:,...: 700 - — — — - 700
Transfer education and articulation ... 694 — - — - — 694
New Chancellor’s fund............... 250 - - - - - 250
Middle College............covevininn 220 — - — - - 220
Projects to increase underrepresented

students.:......ooin, 220 - - - - — 220
Accountability reporting ....... e 150 — - — - — 150
Matriculation.............c.ocovunes 85 — — — — — 8

Subtotals, Program. ................ 837 — — — ($3038)  — ($41509)

1988-89 Expenditures (Proposed) ....... $1411,061 $§72445  $116,000 $664,008 $33,138 $426,771 $2,723,423

Change from 1987-88: ) ;

AMOURt... $84,695 - — $48491 1862 —$373  $130951
Percent............oceeeviniiinnnes 64% — - 79%  -53% - 01% 5.1%

As the table shows:

e Baseline adjustments result in a net reduction of $49 million. This
reduction primarily reflects (1) elimination of one-time funding for
- equipment replacement ($44 million), and (2) a reduction in the
districts’ contributions to the Public Employees’ Retirement System
(PERS) on behalf of their employees ($3.6 million). ‘

o Workload changes result in an increase of $139 million. This increase
primarily reflects increases of (1) $37 million to fund statutory and
additional growth in community college ADA, and (2) $93 million to
fund statutory and discretionary cost-of-living adjustments (COLAs)
of 4.79 percent. ' .

o Program changes result in an increase of $42 million. This increase
primarily reflects an increase of $33 million from the proposed
Higher Education Capital Outlay Bond Fund of 1988 to (1) replace
instructional equipment and purchase library materials, an(jf (2)
abate asbestos hazards which have been categorized as “severe.” (In
previous years expenditures for asbestos abatement were reflected in
‘the capital outlay item of the budget.) Each of the proposed changes
is discussed later in this analysis. '
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ANALYSIS AND RECOMMENDATIONS

We recommend approval of the baseline adjustments, workload
changes and the following program changes which are not discussed
elsewhere in this analysis:

Instructional Equipment—$24 million to provide d1strlcts on a
three-to-one matching basis, funds to replace instructional equip-
ment and purchase library materlals,
Asbestos Abatement—$10 million to abate asbestos hazards catego-
rized as “severe;
Regulation Implementatzon—$4 million provided i in Item 6870-102-
001 to reimburse districts, pursuant to the provisions of Article XIII
B of the California Constitution (mandate provisions) for their cost
of 1mplement1ng proposed regulations of the Board of Governors
entltled ‘Revisions to Regulations Strengthening the Associate De-
gree;
Chancellor s Office Staff and Support—$1.1 million for (1) 17.8 new
and reestablished positions to support efforts in the areas of transfer
education and articulation, matriculation, credentials, research, li-
brary services, instructional improvement, budget and accounting,
and consultation, (2) the Chancellor’s participation in the Education
Round Table, and (3) a new telephone system;
CARE Expanswn—$700 000 to expand the Cooperatlve Agenc1es
Resources for Education (CARE) program (which serves AFDC
parents who have at least one child under the age of six and who are
enrolled in a community college) to 20 counties that currently do not
have a program;
Transfer Education and Articulation—$694,000 to fund various
projects related to transfer education and articulation including (1)
$465,000 to fund planning grants for 20 “2+42+2" pilot projects—an
articulated program of two years each of high school, community
college and a four-year college, (2) $74,000 to develop a general
education transfer core curriculum, and to publish and distribute a
brochure on the curriculum to community college and high school
students, (3) $45,000 to convene a state-level task force to redefine
the Associate Degree, and (4) $110,000 to expand the evaluation of
the Transfer Centers;
Middle College—$220 000 to fund the first operatlonal year of the
Middle College pilot project—a high school within a community
college for high-risk, potential dropout high school students—in San
Diego, and to provide a planning grant to a district in northern
California;

Accountability Reporting System—$150,000 to provide further de-

velopment of an accountability reporting system; and
Matriculation—assessment, counseling, and follow-up program—
$85,000 to fund second-year evaluation activities and train district
personnel.

1. LOCAL ASSISTANCE FOR COMMUNITY COLLEGES

A, Overview of Community Coliege Revenve

Table 4 and Chart 1 display total funding for the California Community
Colleges, by funding source, for the 10 years 1979-80 to 1988-89.



~ Local

Property

Tax®

1979-80 .iceivviiniiiiieii s $295.4
1980-81 ..oeeiiiiiiiiiiieeas 3478
1981-82 ..ot 4164
1982-83 ..o 4138
1983-84 ... .l 4234
1984-85 ..ovvviviiiiiiiiiiei 460.9
198586 ...vvviviiniiiiiiiiiiiiaes 524.8
1986-87 (ESE) vvvveeeereeersenrnnanns 5585
1987-88 (ESt) ...vvovvvvieviersieenannn, 6155
1988-89 (Prop)) ....... e L. 6640

Cumulative Change .....................

Amount ...........icee N $368.6
124.8%

Percent ............ e heaes eienens

© @ Excludes funding for the Chancellor’s Office.

Table 2

California Community Colleges
 Total Revenues *
1979-80 through 1988-89.
(dollars in millions)

. : Mandatory
State Federal  Student v Total.
Aid® Aid Fee Other®.  Funding
$1,0270  $1218 — $1646  $1.608.8
1,1195 1383 C - 2014 18070
L1043 © 1160,  — 9980 18647
1,086.5 1045 — 2302 1,835.0
10809 98 - — 92588 18629
1,145.3 1346 $64.4 3083 2,113.5
13047 152.2 68.0 306.9- 2,356.6
12467 1162 670 38L1- - 2,3695
1,3865 1160 65.4 396.1 2,579.5
14679 -116.0 64.5 396 1 27085
$440.9 —$5.8 —_ $231 5  $1,099.7
—48%  —  1406%

429%

b Adjusted by the GNP deflator for-state and local government purchases.
© Includes state property tax subventions and local debt.

4 Inclides Board Financial Assistance Funds.

68.4%

. Average .
" Daily

Atten-
dance’
670,623

795514
« 749,187
721,305

665,116

645454 -
-639,646

654,070
681,764

700,054

29,431

44%

Total Funding 1979-80 Dollars®
(actual dollars) (actual dollars)
Per Percent Per Percent

ADA Change ADA Change

$2,399 — $2,399 —
2,491 3.8% 2,264 —-56%
2,489 —-0.1 2,109 —68
2,523 14 2,018 —43 .
2,801 110 2,138 59
3274 169 2,390 118 .
3,684 125 2,576 7.8
3,623 -17 2,448 -50
3,784 44 2,425 —-09
3,869 23 2 374 =21

$1470 -~ — —$95 —

61.3% — —_—

-11%

¢ Includes: combined state/federal grants, county income, food service revenues fees for commumty service courses, nonresident tuition revenues, lottery revenues,

and other nnscellaneous revenues.

0L89 wa]
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Chart 1

Community College Revenues - . -
By Funding Source (in millions)
1979-80 through 1988-89

1 Other
$3000 4 B8 Fee

‘Federal
State

2500
2000 ] -
1500
1000 4|

500 4

79-80 80-81 81-.82 82-83 83-84 84-85 85.86 86-87 87-88 88-89
2 Includes state property tax subventions and local debt. '

Total Commaunity College Revenues. As shown in Table 4 and Chart 1,
total funding for the colleges increased from $1.6 billion in 1979-80 to $2.7
billion in 1988-89—an increase of $1.1 billion (68 percent). Of the five
revenue sources, support from “other miscellaneous” sources have
registered the largest percentage increase, up 141 percent. This increase
primarily reflects, (1) interest income earned by community colleges on
invested balances, and (2) since 1985-86, revenues from the state lottery.

Local property tax revenues have also increased significantly, increas-
ing 125 percent over the 10-year period. In the budget year revenues
from this source will nearly equal the amount of revenues derived from
this source in 1977-78—the last year prior to the implementation of
Proposition 13. The table further shows, that support from both local
revenues and other sources have increased at a much faster pace than
revenue from the state (43 percent increase), or from the federal
government (5 percent decrease).

Table 4 also shows that over the 10-year period community college
average daily attendance (ADA) is projected to increase by 4.4 percent,
from 670,623 in 1979-80 to 700,054 budgeted for 1988-89.

Revenues Per ADA. Table 4 and Chart 2 display per-ADA funding
levels over the 10-year period, in both current dollars and constant dollars
(that is, dollars that have been adjusted to reflect the effects of inflation
on purchasing power). As shown, per-ADA funding in current dollars is
projected to increase by $1,470. (61 percent), from $2,399 to $3,869.

When per-ADA support is adjusted for the effects of inflation, however,
the table and chart show that community colleges have actually lost
purchasing power over the 10-year period. For 1988-89, the proposed
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“Chart 2

Community College Funding Per ADA
In Current and Constant Dollars
1979-80 through 1988-89

$4000 1 I current doltars

35001 Constant dollars;‘
30004 - :
25004
20004
1500+
1000+

500+

79-80. 80-81 81-82 82-83 83-84 84-85 85-86 86-87 87-88 88-89

@ Adjusted by the GNP deflator for state and local government purchases.

per-ADA expenditure level, as measured in constant dollars is $2, 374—$25
dollars below the funding Tevel available 10 years ago.

B. Community College Apportionments (Ifems 6870-101-001(a), -
6870-101-814) .

The budget proposes a total of $2.1 billion for community college
apport1onments in 1988-89-—an increase of $134 million (6.9 percent)
from the amount provided in the current year. Combined support from
the General Fund, the State School Fund, local property tax revenues,
and the student fee would fund the followmg major components

« $1.8 billion for base apportionments;

o $28.1 million to fund statutory average daily attendance growth of 2.1

_ percent;

'« $8.5 million to fund additional growth above the statutory cap; -

« $90.4 million to fund the statutory cost-of-living adjustment of 4.79

~ percent; and

"o $8.6 million for statutory equalization fundmg to reduce funding
disparities among districts. ,

Budget-year Funding Requirements for Additional Basic Skills ADA

-~ Unknown.

We withhold recommendation on $11 mzllzon requested. to fund basic
. skills ADA above the statutory growth limit, pending allocation of
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current-year funding in order to project budget-year funding require-
. ments.

In the current year, the budget provides $11 million to support ADA
growth in basic skills courses that is'beyond the statutory growth limit of
2.1 percent, and requires the Chancellor’s Office to develop criteria for
allocating the funds.

The budget proposes $11 million for the same purposes in 1988-89. At
the time this analysis was prepared, the funds for the current year had not
been allocated. Without this information, the funding requirements for
-the budget year cannot be evaluated. Accordingly, we withhold recom-
mendation on the $11. million ‘provided for basic skills instruction,
pending allocation of the current-year funds in order to better estimate
and evaluate funding needs for the budget year. '

Consistent Policy Needed for Adult Education Funding .

We recommend that Budget Bill language in Item 6870-101-001 be
amended to require that noncredit adult education ADA growth above
the statutory cap be allocated for state priorities. .

In the 1987 Budget Act, the Legislature specified that all K-12 statutory
‘ADA growth in adult education programs funded through the Depart-
ment of Education, shall only be utilized for two purposes—English-as-
‘a-second language (ESL) courses, and remedial education services (basic
skills) for participants in the Greater Avenues for Independence Pro-
gram (GAIN). The budget proposes to again target K-12 statutory adult
ADA growth in the budget year for ESL, GAIN and basic skills programs.
The budget, however, does not specify the same priorities for statutory or’
additional ADA growth in adult education programs funded through the
community colleges—or noncredit courses.

We believe that consistent priorities should be set for adult education
funds whether the services are provided through a K-12 or a communi
college district. Because funds on fop of statutory and additional growt
funds are already provided for community college GAIN and basic skills
ADA, we believe that funds provided for growth above the statutory limit
for noncredit ‘ADA, should be targeted for ESL. In this way, students
living in areas' where adult education is provided through the community
college will be assured of ESL services, in a similar manner to students
living in areas where adult education is provided through the K-12 school’
district. Accordingly, we recommend that Budget Bill language in Item
6870-101-001 be amended as follows: ’ :

17. Notwithstanding any other provision of law, up to $8,500,000 of the

funds af)propriated in Schedule (a) shall be for allocation to commu-

nity college districts in the 1988-89 fiscal year for the purpose of funding

ADA beyoiid the statutory ADA growth limit. The Chancellor shall

establish criteria for allocation that meets the following priorities: (1)

districts which are below their 1983-84 funded ADA levels, (2)

vocational-technical and transfer courses, and (3) English-as-a-second

Language courses. : : :

C. Community College Categorical Programs (ltems 6870-101-001(b-n), - ‘
6870-101-785, 6870-101-909, 6870-102-001, 6870-106-001, 6870-491)

The budget for community colleges proEoses $217 million to support
categorically funded programs in 1988-89. This is a decrease of $1.9 million
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(0.9 percent) from the amount available for these programs in the
current year. Table 5 displays the proposed funding level for each
program for the prior, current and budget years.

Table 5

- California Community Colleges
Support for Categorical Programs
Local Assistance
1986-87 through 1988-89
(dollars in thousands)

Change From

2Not a fneanihgﬁﬂ figure.-
| 3577312

Actual Est. - Prop. 1987-88
1986-87 1987-88 198889  Amount Percent
Educational Programs and Services »
Vocational education..................... $27.574 $27,574 $27,574 — —
Apprenticeship........c.cooviuiininiinin 7,479 7479 6,775 —$704 —94%
Vocational education special projects ... 4,526 4,526 4,746 220 49
Transfer education and articulation..... — 65 685 620 9538
TInstructional improvement.............. 303 639 707 . 68 106
Subtotals .......veeeieenreienas .. ($39.882)  ($40283)  ($40,487) ($204) (05%)
Student Services Programs b »
Extended Opportunity Programs :

(EOPS) ...oiviniiiiiniiiiinnnans $27,684 - $28,800 $30,155 $1,355 47%
Disabled Students Programs (DSP&S).. 925,844 21704 28988 1,284 46
Matriculation.................., errienans — 20,900 20,900. © - — =
Financial aid ............coovveiieniinne 11,732 12,343 13,420- 1,077 8.7
GAIN ...oovivreveierieiereeieieiennes — 10000 10000 - -
Transfer Centers..............oceveniiens 1,780 1818 . 1,904 86 47
Cooperative Agencies Resources for Ed- v i
+‘ucation (CARE) ......... e e 715 715 1473 758 106.0
Foster parent training ................... 900 900 900 — —

Subtotals, Services ........ STV ($68,655)  ($103,180) ($107,740) . ($4,560) (44%)

Physical Plant and Equipment Programs ’ ]
Instructional equipment ................. — $55,862 $35978 - —$19,884 35.6%
Deferred maintenance.............. e $12,582 15,144 15,000 —14 =10
Hazardous substances.................... — 5,000 15,000 10,000 200.0

SUBLOLALS ..ot ($12582)  ($76,006)  ($65978) (—$10,028) (—132%)

Other Programs . : :
Mandate.......oiovevineiiiiiiniininne, —_ — $4,000 $4,000 2
Emergency loans/repayment............ $2,731 —$1,613 —1,100: 513 318%
Academic Senate...............coeeeenne. 103 110 110 - —
Other...........oooviiviniiin, SR — 1,112 — ~1,112 —

SUBLOLALS .. leeeeosreeees i ($2,834)  (—$301)  ($3010)  (§3401) a

TOtalS. ... ovveiieevieiineerierieiaines $123,953 $219078 ~ $217,215 —$183 . —09%

Funding Sources : : } .

i General Fund............... v 399,624 $152025  $151,956 — 569 —01%

Capital Outlay Fund for Publzc Higher . ‘ .

Education............iveeeiiveinnnn. 29 — — — —

Higher Education Capital Outlay Bond .

Fund of 1986...........covvvvnnininns — 35,000 — -35000 1000

" Higher Education Capital Outlay Bond ,
‘ Fund of 1988.....................l. — —_ 33,138 33,138 -

Instructional Improvement ................ —233 103 171 68 66.0

| Reimbursements. ...... eeees et 24,533 31,950 31,950 — —
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-The major funding proposals for the categorical programs include:

 Net $20 million reduction in funding to replace instructional equip-
ment and purchase library materials;

o $10 million to abate asbestos hazards that are categorized as “severe;”

« $700,000 to expand the Cooperative Agencies Resources for Educa-
tion (CARE) program to half the remaining counties that currently
do not have a program—approximately 20 counties;

o $2.8 million to fund discretionary cost-of-living adjustments of 4.79
percent for the Extended Opportunity Program (EOPS), Disabled
Stl(lidents Program (DSP&S), CARE,; and Transfer Center programs;
an

o $4 million to reimburse districts for their costs of 1mplement1ng new
course regulations.

Budget Bill Language Needs to be Amended to Prevent Excess’ Fundlng '

We recommend amending Budget Bill language in Item 6870-491 to
more accurately specify the limit on the amount that may be provided
from the reappropriation of General Fund savings in 1987-88 for
equipment replacement and library materials.

The most recent estimate provided by the Department of Fmance
indicates that current-year property taxes may be $978,000 above the
amount estimated in the 1987 May revision, resulting in a corresponding
General Fund savings in 1987-88. The budget proposes using this poten-
tial savings of $978,000 to replace instructional equipment and purchase
library materials. The proposed 1988 Budget Bill language, however,
specifies that an amount up to $9 million of the unanticipated ‘General
Fund savings shall be reappropriated for this use.

Recommendation. We recommend that the Budget Bill language be
amended to limit the amount that may be reappropriated for equipment:
replacement and library materials to tﬁe amount proposed in the budget.
The exact amount of property tax revenues collected and any resultant
savings will not be known until the close of the current fiscal year. If
property tax revenues exceed the $978,000 currently projected, the
amount available for reappropriation will also increase. The Legislature,
however, may wish to use any additional savings to fund other priorities.

In order to provide the Legislature access to General Fund revenues
that may result because of higher-than-anticipated property taxes in.the
current year, while at the same time maintaining the Governor’s proposal
to provide $978,000 for community colleges to replace instructional
equipment and purchase library materials, we recommend amending,
Budget Bill language proposed in Item 6870 491 as follows:

Notwithstanding any other provision of law, up to $978000 of the
balance on June 30, 1988, of Schedule (a) of Ttem 6870-101-001 of the
Budget Act of 1987 is reappropriated for the purpose of prov1d1ng '
community college districts w1tl§: funds to replace instructional equip-
ment and purchase of library materials, and shall be avallable for
expenditure until June 30, 1989.

Efforts to Increase the Number of Underrepresenied Sfudents :
We recommend deleting $220,000 for competitive grants for colleges
demonstrating workable solutions for reducing underrepresentation

because they are premature. (Reduce Item 6870-101-001 by $220,000.)
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The budget proposes (1) $80,000 to fund a new position (and clerical
support) to carry out the policy of the Board of Governors fo increase the
representation of minority students in the community colleges, and (2)
$220,000 for competitive grants awarded to colleges that “demonstrate
workable solutions for reducing underrepresentation.” :

Specifically, the individual in the new position would: (1) develop a
systemwide plan to increase underrepresented students that would result
in a greater percentage of minority community college enrollments and
transters, (2) identify the resources and policies that contribute (or don’t
contribute) to student enrollment, retention, and transfer, (3) work with
the Chancellor’s Office staff and the district staff to enhance the
effectiveness of current programs in increasing the representation of
minority students, and (4) identify and disseminate successful local
policies and programs. Because the proposed new position will be
working towards a goal that is:consistent with priorities specified by both
the Board of Governors, and the Legislature, we recommend approval of
this position. . SR

Our analysis indicates, however, that the funds for the competitive
grants are premature. We believe that, consistent with the duties
outlined for the proposed new position, a careful analysis of the problem
should first be completed, specific goals and objectives should be set, and

- then a systemwide ‘plan to meet those goals and objectives should be

developed. The systemwide plan should include (1) the policies and
strategies that have been identified as effective in increasing the
representation of minority students, (2) a mechanism for disseminating
information about effective policies and strategies, and (3) projected
funding requirements for implementing the plan that includes both new
and existing funds. Until a systemwide plan is developed, we believe that
it is premature to provide funds for a specific purpose such as competitive
grants.

Greater Avenues for Independence (GAIN)

Chapter 1025, Statutes of 1985 (AB 2580) established the Greater
Avenues for Independence (GAIN) program. GAIN is a comprehensive
statewide employment and training program for recipients of Aid to
Families with Dependent Children (AFDC). The program is designed to
help participants find unsubsidized employment and become financially
independent. Program participants are offered a full range of employ-
ment training and support services tailored to their specific needs. The
State Department of Social Services (DSS) is the lead agency responsible
for implementation of the GAIN program. S

Among other things, the GAIN program requires specified AFDC
recipients to enter into an individual contract with the local county

. department of social services. The individual contract must describe the

GAIN . program and its services, the responsibilities and duties of the
participant, and the consequences of a' participant’s failure to meet the
requirements of the contract. The contract may call for educational
services, counseling and assessment, vocational training, child care, and

. other support services. Educational services may be provided through an

adult education program or a community college.

Community Colleges. In the current year, $10 million is scheduled in
Control Section 22 to fund growth in community college ADA generated
by GAIN participants. These funds have not yet been allocated. The
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Chancellor’s Office estimates that they will be apportioned some time in
March. Districts will receive supplemental funding for GAIN-generated
ADA, only if the district (1) experiences growth above its statutory
growth limit, and (2) meets its maintenance of effort requirement (the
estimated number of GAIN part101pants that the college served in
1985-86).

The budget proposes the same level of support for the community
colleges in Control Section 22 in the budget year. (Please refer to our
analysis of the GAIN program.in Item 5180-151 for a more indepth
discussion of overall program funding requirements.)

GAIN—Technical Issue

We recommend that the Legzslature adopt Budget Bill language in
Control Section 22 to address a technical issue related to the Greater
Avenues for Independence program.

“Under the current apportionment system, community college districts
are not reimbursed for actual units of ADA generated until several
months into the fiscal year. This policy has caused problems for some
districts wishing to apply for additional ADA-funding from the state in
order to serve GAIN participants. These districts claim that they need
“up front” monies in order to hire additional teachers and to operate
classes, and therefore without such advanced funding, cannot participate
in the GAIN program. In order to remedy this problem, we recommend
that the Legislature adopt the following Budget Bill language, in Control
Section 22 to allow the Chancellor’s Office to advance sufficient funds to
community college districts to enable them to participate in the GAIN
program:

Any funding allocated to the Chancellor’s Office for apportionment to
community college districts for additional average daily attendance
may, notwithstanding any provision of law to the contrary, be appor-
tioned on an advance basis to community college districts based on
expected units of ADA, if a prior application for such additional ADA
funding has been approved by the Chancellor of the Community
Colleges.

II.>COMMUNITY COLLEGE STATE OPERATIONS

A. Chancellor's Office (Items 6870-001-001, 6870-001-165, 687_0-490,
6870-495)

The Chancellor’s Office is the administrative arm of the Board of
Governors of the California Community Colleges. The office is adminis-
tered by the Chancellor who is responsible for carrying out the board’s
directives and implementing statutes enacted by the Legislature.
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Table 6 )
California Community Colleges
State Operations Budget Summary
" 1986-87 through 1988-89
(dollars in thousands)

B - Change From
Actual “Est. . Prop. -1987-68
1986-87 1987-88 198889  Amount Percent
Academic Affairs ) ) ) E
Vocational education..................... $2,349 $1,254 $1,235 —$§19 —15%
JTPA—employment training ............ 512 562 568 6 11 .
Transfer education and articulation..... — 556 1,034 478 86.0
Program accountability .........: v 89 _ - — -
Academic standards and skills........... 1,106 1,420 1,670 250 176
Academic affairs administration.......... 293 407 415 8 _20
SUBLOLALS ... evveeereiviees i L O($4319).  ($4199)  ($4992) - ($723) (17.2%)

Student Services and Special Programs
Extended Opportumty Programs : ,
(EOPS) ..o i $2,173 $1.219 $1662 ~  $443 " 363%

Disabled Students Programs (DSP&S). . 513 644 664 - 20 31
Matriculation............ccceiiniennnnnnen — 325 490 165 50.8
Transfer centers . 438 200 310 110 55.0
Foster parent traxmng - - 100 100 - —
Special services. ............. e —_ 768 793 25 3.3
Student services administration .....:..! — 761 926 165 217 -
Subtotals ........vriiie e ($3,124)  ($4017)  ($4945)  ($928)  (23.1%)
Administration and Finance - . :
Apportionments. ............eoiveinnninn. $1,763 $1,962 $2,030 $68 3.5%
Credentials..........cocoviviiniininnnns. - 1107 980 973 R -07
Facilities................... [T - 932 1,007 75 _80
_ Subtotals ; ($3874)  ($4010)  ($136) (35%)
Other Offices N .
Planning/special pro;ects ................ $417 $848 $951 $103 12.1%
Distributed Administration ‘ :
Board of Governors...................... ($65). (8107) ($110) (83) (2.8%)
Chancellor’s Office........ s (3899) . (4759) - (5.075) @316) _(66)
Subtotals ............ SR v, ($3,964) ($4,866) ($5,185) ($319) _(66%)
" Totals, State Operations ............:.. $11,587 $12,938 $14,828 $1,850 14.6%
Funding Sources : : ’ ] :
General Fund.....................c...c.0.i. 38,224 39459 $10,904 SL4d5 153%
Credentials Fund............. 651 718 71 ~-7 —-10
Federal Trust Fund 18 o= — — -
Reimbursements..................o.o.v... 2318 2378 2830.. 452 190 ..
Special Deposit Fund......... e 208 383 38— —
Personnel-Years................... M Veeeneens 145.8 -186.1 214.8 28.7 154

Table 6 displays state operations funding for the Chancellor’s Office in
the prior, current and budget years. As the table shows, the budget
proposes $14.8 million to support the Chancellor’s Office in 1988-89—an-.
increase of $1.9 million (15 percent) from the amount available in the
current year. This increase is due primarily to (1) reimbursements

. ($837,000) from local assistance items to support 25 new civil service
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positions converted from contract personnel in accordance with recom-
mendations made by the State Personnel Board, (2) 17.8 new and
reestablished positions ($690,000). to support efforts in the areas of
transfer education and articulation, matriculation, credentials, research,
library services, instructional improvement, budget and accounting, and
consultation, and (3) funds-to support the Chancellor’s participation in
the Education Round Table ($155,000). .

impairment io Administrative Flexibility for New Chancellor

We recommend that the proposed new Deputy Chancellor position be
deleted for a General Fund savings of $90,000 because the establishment
of this civil service position would reduce the new Chancellor’s
administrative flexibility. (Reduce Item 6870-001-001 by $90,000.)

In August 1987 the Chancellor resigned and an acting Chancellor is
currently performing this duty. The Board of Governors is currently
searching for a new Chancellor and plans to appoint the person early-this
summer. In past years, the Leglslature has provided new Chancellors
funds and authorization to reorganize the Sacramento office to fit the
person’s particular management style. Towards this end, the budget
proposes a one-time General Fund augmentation of $250, 000 to provide
the new Chancellor with such administrative flexibility. We believe that
there is merit to this proposal and in accordance with prior leg1s1at1ve
policy recommend approval. :

In contrast, however, the budget also proposes that the highest staff
level position—Deputy Chancellor—be. permanently authorized with
civil service status. The Deputy Chancellor position was administratively
established in the current year and, just prior to his resignation, the
outgoing Chancellor appointed someone to it.

We believe that this budget proposal is contrary to the pr1n01ple of
administrative flexibility for the incoming new Chancellor. In effect, it
means that there will already be a permanent deputy in place when the
new Chancellor is hired. Consequently, the new Chancellor will have his
or her flexibility restricted when it comes to setting a new organization.

We discussed this situation with the Department of Personnel Admin-
istration. We determined that in the absence of a resignation, there is
only one legislative remedy—denial of the request to permanently
authorize the Deputy Chancellor position. This would allow. the new
Chancellor greater flexibility in setting any new organizational structure.
Deletion of the position would not restrict the new Chancellor from
rehiring the incumbent deputy if he or she so chooses, because the
position could still be administratively reauthorized using some of the
$250,000 discussed above. Accordingly, given the merits of providing
administrative flexibility for the new Chancellor, we recommend that the
proposed Deputy Chancellor pos1t10n (L0 personnel-year) be deleted for
a General Fund savings of $90,000 in salary, benefits and expenses.




Item 6870 POSTSECONDARY EDUCATION / 1085
CALIFORNIA COMMUNITY COLLEGES—CAPITAL OUTLAY

Item 6870-301 from the 1988
Higher Education Capital

Outlay Bond Fund = . Budget p. E 146
Requested 1988-89........... e sese s sses e e senre s $50,524,000
Recommended approval ..., 39,467,000
Recommended reduction...........ecenenivennnnssd reveeviasressrrenens 3,567,000
Recommendation pending .................... ST A 7,490,000

, Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Repayment of Revenue Bonds. Recommend the Depart- 1086
ment of Finance, prior to budget hearings, explain to the
Legislature how $229,000 of debt service payments will be
made on revenue bonds issued in 1988-89 to finance com-
munity college capital outlay projects.

2. Procurement of Computers. Withhold recommendation on 1089
$4,812,000 in Item 6870-301-785 for 10 equipment procure-
ment projects, pending substantiation of new computer
equipment included in these projects.

3. San Francisco CCD—Procurement of Equipment. Withhold 1089
recommendation on $668,000 in Item 6870-301-785(44) and
(45) for procurement of equipment for the southeast center,
pending further review of what equipment needs to be
procured. ‘ ‘

4. Contra Costa CCD—Music Addition. Reduce Item 6870- 1090
301-785(12) by $32,000. Recommend a reduction in architec- ..
tural fees for working drawings of a music building addition’
at Los Medanos College because the estimated construction
cost and associated fees are too high for this type of facility.
(Future savings: $337,000.) ‘

5. Los Angeles CCD—Technical Education Center. Withhold 1091
recommendation on $247,000 in Item 6870-301-785(2) for
working drawings for a new technical education center
building at Los Angeles Southwest College because construc-
tion of a new facility is not warranted. The district, prior to
budget hearings, should present an alternative proposal to
remé)del its existing facilities to meet emerging program
needs.

6. Yosemite CCD—Gymnasium/Performing Arts Building. 1092
Withhold recommendation on $750,000 in Item 6870-301-
785(61) for augmentation of construction and equipping of

- the facility, pending completion of the district’s design and :
. cost review. : ' v

7. Cabrillo CCD—Photo Laboratory Rehabilitation. Withhold 1093
recommendation on $251,000 in Item 6870-301-785(6) for
working drawings and rehabilitation of a photo laboratory at
Cabrillo College because sufficient supporting information
3nd preliminary plans have not been received from the

istrict. :
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8. Proposed New Centers. Delete $1,362,000 in Item 6870-301- = 1096
785(30), (36) and (37). Recommend deletion of funds for -
working drawings for permanent facilities (Phase Iy at'new
off-campus centers in Riverside County—Mt. San- Jacinto
CCD, West Center ($320,000). and Riverside CCD, Moreno
Valley Center ($519,000) and Norco Center ($523 000)—

-~ because funding for these centers is premature.

9.*Butte CCD-—Maintenance Warehouse. Withhold recom-' 1099
mendation on $762,000 in Item 6870-301-785(5) for working
-drawings and construction of a new warehouse and mainte- -
_nance facility at Butte College because preliminary plans
have not been completed and it is not cF ear the proposed
facility is needed. v

10. San Francisco CCD—Central Shop and Warehouse Delete 1099
$2,173,000 in Item 6870-301-785(42). Recommend deletionof .
funds for working drawings and construction. of a central
shop and warehouse facility at San Francisco City.College
because (1) it uses limited campus property that -may be
needed for library/instructional space and (2) it prov1desv
space excess to state gmdelmes :

ANALYSIS AND RECOMMENDATIONS :

The budget proposes a total appropriation of $50.5 million to fund the
state’s share of the California Community Colleges’ (CCC) capital outlay
program in 1988-89. These funds will come from the Higher Education
Facilities Bond Act of 1988. At the time this analysis was prepared, this
bond program, which is proposed in SB 703 in the amount of $600 million,
had not been enacted by the Legislature. Assuming that the Bond Act is
approved by the voters in November 1988, work on the project will not
be started until loans are arranged from the Pooled Money Investment
Account. We estimate that this would not occur until at least January
1989. Thus, no work could commence on the CCC’s 1988-89 capital
program until the last half of the fiscal year.

The budget indicates that the various community college districts will
provide a total of $3.5 million to. support the proposed projects, bringing
total proposed ex;iendltures for the community college capital outlay
program to $54 million in 1988-89. Thus, the state will fund 93.5 percent
of the program and the various dlstncts will contribute 6.5 percent

Repayment of Revenue Bonds Not Budgeted

We recommend, that the Department of Finance, prior to budget
hearings, explain to the Legislature how $229,000 of debt.service
payments will be made on $2.1 million of revenue bonds to be issued. in
1988-89 to finance community college capital outlay projects. -

The Leglslature in the 1987 Budget Act, authorized $18.1 million for 10
capital outlay projects for the CCC to be financed with High Technology
Education Revenue Bonds. This revenue bond program authorizes the
State Public Works® Board and .the State Treasurer to sell tax-exempt
revenue bonds, certificates and notes to cover the costs of constructing
the various projects. With the proceeds of the sale, the district constructs
the facility and then enters into a 20-year lease- purchase agreement with
the board for use of the facility and for semiannual debt-service payments
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to the board. At the end of the 20-year lease term, the bonds are fully
I&etlred and ownership of the facility is transferred from the board to the
istrict.

The CCC estimates that construction of six of the 10 prOJects will be
completed in 1988-89. At the time of completion, the State Treasurer will
issue bonds amounting to $2.1 million to cover the costs of the projects.
According to the State Treasurer’s staff, this will require debt service
(lease) ‘payments _totaling $229,000 be made in the budget year. It is

-anticipated that the remaining $16.1 million of bonds:will be issued in
11989-90, increasing the annual debt service costs to a level of about $2
million for a period of about 20 years until the bonds are retired.

.. Recommendation. The California Community College’s support-budget
does not include $229,000 to make the debt service payments in 1988-89
on the revenue bonds. In addition, it is not clear whether the semiannual
lease payments will be made directly by the districts to the board using
nonstate funds or by a deduction or addition to the state ADA apportion-
ments to the districts. For these reasons, we recommend that, prior to
budget hearings, the Department of Finance “explain to the Legislature
how the debt service payments will be made on the revenue bonds issued
to finance community college capital outlay projects completed in
1988-89.

1988-89 CAPITAL OUTLAY PROGRAM

‘The California Community Colleges’ 1988-89 capital outlay program
includes $50.5. million of state funds for 63 projects. To facilitate analysis
of these projects, we have divided them into 10 descriptive categories as
shown in Table 1.

Table 1
California Community Colleges
1988-89 Capital Outlay Program
Project Categories
ftem 6870-301-785 -
(dollars in thousands)

Estimated

Number of Total * Future
Categoty - : Projects Cost ‘ Cost?
A. Mitigate hazards..................ooeiiniin, . 1 - $202 —
B. Complete new facilities ................oeeenniiils 16 ' 6,192 o :
C. Add instructionally-related facxhtles .............. 11 21946 . ,$22 862
D. Upgrade instructionally-related facilities. ......... 6 “ L7880 " 3851
E. Libraries.......coocoerviireniiiininiinin., . 2 2,482 5,795
F. ‘Add new support facilities......... 5 9,281 1,032
G. Upgrade support facﬂxtles ............... o 1 2,174 398
HoOther::.ooovici i 17 5,102 2,900
I. Creation of permanent off-campus centers....... -3 1,362 38,175
J. Ancillary facilities............oocoeiiiiniiniinn, 2 — 123

Totals........oooooeiniiiniiii 63

$50524 . $75,136

2 District .estimates. -

A. PROJECTS TO MITIGATE HAZAIiDS
‘We recommend approval.

The budget proposes $202,000 in Item 6870- 301-785(40) for working
drawings and construction to remodel 1,800 asf of the Life Sciences
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Building at San Diego City College. Remodeling the outdated laboratory
space and replacement of the ventilation systems is justified and the cost
appears to be reasonable. There will be no future costs ‘associated with
this pl‘O_]eCt

B. PROJECTS TO COMPLETE NEWLY CONSTRUCTED FACILITIES

As Table 2 shows, the budget includes 16 projects, totaling $6.2 million,
to procure equipment to complete newly constructed facilities. There are
no future costs associated with these projects. We recommend approval
of three equipment requests totaling $712,000. The requested equipment
is' necessary for the respective facilities and the associated costs are
reasonable. A discussion of the remaining equlpment requests and our
recommendation for each follows.

Table 2
California Community Colleges
1988-89 Capital Outlay Program
" B. Complete New Facilities
Item 6870-301-785
(dollars in thousands)
Budget Analyst's

Sub- Bill Recom-
Item Location/Project Title Phase® Amount ~ mendation
(1) Allan Hancock CCD, Allan Hancock College Hu- : )
manities Building...........ccooeviniiiiiiin e $122 pending
(9) - Coachella Valley CCD, Copper Mountain College : o

Vocational Education Building....................... e 177 pending
(10) Coast CCD—Orange Coast College Biology Labora-

BOTY v eveeeeeensereeeeareeeseseeeetesenennennans e 198 $198
(16) Glendale CCD, Glendale College Faculty Office- -

/Classroom Building. .......c..cocoiveiiiininann. , e 697 pending
(19) Grossmont-Cuyamaca CCD, Cuyamaca College

Learning Resource Center....................coiv.es e 436 pending
(21) Grossmont-Cuyamaca CCD, Cuyamaca. College

Learning Resource Center............c.ccovvvinenne e 229 229
(23) Los Angeles CCD-Los Angeles Mission College In-

structional/ Administration Building ................. e 993 pending
(25) Los Rios CCD-Cosumnes College Cafeteria......... e 184 B 184
(27) Mendocino Lake CCD-Mendocino College Child

Care Center.......cocvviiviriiiriniieniiennniieeranes e 101 e 101
(32) Peralta CCD-Merritt College classroom building . .. e 106 pending
(38) Saddleback CCD-Irvine Valley College Building B, :

cluster I.......ooovminiiiiin e e 700. pending
(41) San Diego CCD—San Diego Miramar College class- . :

room building ...........cooeiiiiiii e 507 pending
(44) San Francisco CCD—Southeast Center leased facil-

ities, phase I......cooiiiiiiiiiiiniiirninic s e 330 pending
(45) San Francisco CCD—Southeast Center leased facil- o

ities, phase I1.......oveviiiiiiinniieens e 338 pending
(51) Santa Barbara CCD—Santa Barbara City College

Learning Resource Center...............ccovuennen... e 948~ pending
(59) West Hills CCD—West Hills College Library and

Learning Resource Center..............c...covvinlis ) e 126 pending

S $6,192 . $712

2 Phase symbol indicates: e = equipment.
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Procurement of Computers Not Substantiated

We withhold recommendation on a total of $4,812,000 for 10 equip-
ment procurement projects in Items 6870-301-785 (1) Allan Hancock
CCD —3$122,000, (9) Coachella Valley CCD—8$177,000, (16) Glendale
CCD—$697,000, (19) Grossmont-Cuyamaca CCD—$436,000, (23) Los
Angeles CCD—$993,000, (32) Peralta CCD—$106,000, (38) Saddleback
CCD-—$700,000, (41) San Diego CCD—$507,000, (51) Santa Barbara
CCD—$948,000, and (59) West Hills CCD—$126,000, pending substan-
tiation by the CCC of new computer equipment included in these
projects. : - N

In recent years, the community colleges have steadily increased the
ﬁi’ocurement of computers, computer peripherals and software with state

nds through the capital outlay budget and in the local assistance item
of the support budget. - '

The Bugget Bill proposes 10 equipment projects totaling $4.8 million,
which include procurement of a substantial amount of new computer
equipment. Comparisons of these projects indicate significant variances
in the number of computer stations, types of equipment and prices to be
paid. Moreover, the CCC has not provided the Legislature with sufficient
information to determine whether the computer equipment is justified.
We have asked CCC staff to provide an analytical basis for the number,
types and unit costs of the computers, peripherals and software to be
Erocured. At the time this analysis was written, however, this information

ad not been received. Thus, we withhold recommendation on the 10
projects, pending substantiation of the computer equipment.

San Francisco CCD—Equipment for the San Francisco Southeast Center

We withhold recommendation on $668,000 in Item 6870-301-785(44)
and - (45) for procurement of furniture and equipment. for the San
Francisco Southeast Center, pending review of what existing equipment
remains usable and what new equipment needs to be procured.

The Budget Bill proposes $668,000 for procuremerit. of new office,
classroom, and cafeteria furniture and equipment at the San Francisco
Southeast Center. , ;

This center was constructed in 1985 by the City of San Francisco. The
facility, which is leased to the district, was specifically constructed to
meet the educational needs of the center. For the past two years, the
district has utilized used office and classroom furniture and cafeteria
equipment obtained from the city. ‘ ‘

Recommendation. The district’s proposal calls for the replacement of
all the furniture and equipment at the center. We have asked CCC staff
for information as to the condition. of the existing furniture and equip-
ment and why all of the furniture and equipment needs to be replaced at
one time. At the time this analysis was written, no response had been
received from the CCC. For that reason, we withhold recommendation
on this proposal, pending further review of what existing ‘equipment
remains usable and what new equipment needs to be procureg.

C. ADD INSTRUCTIONALLY RELATED FACILITIES

The budget proposes 12 projects, totaling $21.9 million, to add instruc-
tionally related facilities. Table 3 summarizes these projects along with
our recommendation and the estimated future cost for each project. Our
analysis indicates that nine of these projects, totaling $19.8 million, are
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justified because they are in accordance ‘with state space guidelines and
the estimated costs are reasonable. Accordingly, we recommend approval
of these nine projects. A discussion of the remaining projects and our
recommendation for each follows.

Table 3:-
California Community Colleges
1988-89 Capital Outlay Program -
C. Add instructionally Related Facilities
Item 6870-301-785
(dollars in thousands)

Budget  Analyst’s Estimated

Sub- Bill  Recommen-  Future
Fkem Location/Project Title _ Phase® Amount dation .Cost®
(2) Allan Hancock CCD, Allan Hancock College .
Consumer Education Center................. ) c . $1223° $1223 $89
(12) Contra Costa CCD, Los Medanos College - ‘ ‘ '
Music Addition:............0cccoiiieeniiiiats w 153 1317 2964
(14) Foothil:-DeAnza CCD-. DeAnza College :
Computer/Electronics Building.............. w o 466 466 9,551
(22) Los Angeles CCD—East Los Angeles College ; '
. Vocational Building..........cocveivnininen... w . 112 12 - 2230
(24) Los Angeles CCD—Los Angeles Southwest . : : _
College Technical Education Center ........ w 247 pending 5,357
(26) Los Rios CCD—Sacramento City College ‘ ’
Performing Arts Complex.................... ¢ 3,301 3,301 724
(34) Rancho Santiago CCD--Orange Campus : By e :
Permanent buildings, increment IT .......... we 6,336 6,336 465
(48) San Mateo CC—Skyline College Automotive = .
building addition. ............i...ccveiiinnn. . we 48 T M8 149
(54) Santa. Barbara CCD—Santa Barbara Clty . ' o
College—Interdisciplinary Center ........... ce . 4,524 4,524 e
(57) Ventura CCD—Moorpark College Occupa- ! .
tional Graphic Arts Building ................. c 1603 1,603 1,333
(61) Yosemite CCD—Columbia College Gymna- ' ‘ ) .
sium and Performing Arts.................... ce 750 pending -
(62) Yuba CCD—Woodland Center Permanent ‘ ‘
building, phase I...........coooiivininiiinin, ce 2,783 2,783 L -
“Totals..... J T A . e U $21,946 $20,929 $22,862

2 Phase symbols indicate: w = working drawmgs, c= construchon and e = equipment.
b District estimates.

Contra Costa CCD—Music Building Addition

We recommend a reduction of $32,000 in Item 6‘870-301 785(12) to
prepare working drawings for a music building addition at Los
Medanos College because. the estimated construction cost is too high
and should be reduced to reflect a realistic cost for this type of facility.
(Future savings: $377,000).

The budget proposes $153,000 to prepare working drawings for an
addition of 10,202 assignable square feet (asf) to the music building at Los
Medanos College. The estimated future cost for construction and equip-
ment is nearly $3 million: The addition will contain two large recor-
ding/instrumental laboratories, with a central control booth, laboratories
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for audio recording, piano classes and synthesizers, eight laboratories for
individual music practice rooms, and a large storage area.

Recommendation. Our analysis indicates that the college’s music
program is steadily growing and the existing facility needs to be
expanded to accommodate this growth. The estimated construction cost,
however, of $187 per asf is too high. For example, this cost exceeds (1) the
estimated cost of $150 per asf to construct a similar music building
addition at Sacramento City College and (2) the building cost guideline
of $150 per asf for music facilities in the California State University. The
proposed music facilities at Los Medanos are not unique and there is no
apparent reason why the estimated cost should exceed these bench mark
costs. Consequently, the future construction cost for the music addition
should be reduced by $377,000. This reduction will also result in a $32,000
reduction in the state’s share -of the fees to prepare working drawings.
Accordingly, we recommend that the $153,000 in Item 6870-301-785(12)
be reduced by $32,000.

Los Angeles CCD—Technical Education Center .

We withhold recommendation on $247,000 in Item 6870-301-785(24) to
prepare working drawings for a new technical education center
building at Los Angeles Southwest College because construction of a
new facility is not warranted to meet instructional demands. As an
alternative, the district should, in advance of budget hearings, present
the Legislature with a proposal to remodel existing facilities to meet its
emerging program needs.

The Budget Bill proposes $247,000 to prepare working drawings for a
new technical education center building (26,600 asf) at Los Angeles
Southwest College. The estimated future cost for construction and
equipment is about $5.4 million. The center would provide lecture and
laboratory space for computer science, electronics, word processing,
manufacturing and tool technology, engineering, computer-aided draft-
ing (CAD/CAM), and automated manufacturing. Secondary effects of
constructing the center include (1) conversion of 10,000 asf to campus
support functions such as financial aid and career counseling, (2)
conversion of 7,000 asf of laboratory space into classrooms, and (3)
removal of all temporary bungalows (31,000 asf) from the campus.

Recommendation. 1t is clear that the district has a need to appropri-
ately accommodate the instructional programs in computer science,
electronics and other high-technology subjects. Our analysis indicates,
however, that construction of a new 26,600 asf laboratory/classroom is not
a preferred alternative since it would significantly increase the excess
space on campus. As Table 4 shows, the college would have 51,000 asf of
excess permanent classroom and laboratory space remaining after the
new facility is completed and all of the bungalows (31,000 asf) are
removed. Moreover, relocation of the CAD/CAM drafting laboratory is
not justified because this 1,350 asf laboratory is in permanent space that
was altered for the laboratory in 1986.

Clearly, there is sufficient permanent space to accommodate most, if
not all, of the proposed classroom/laboratories through reassignment

| and/or remodeling. Moreover, the type of space needed should not
require major alterations to the existing facilities. Consequently, we
wi(t]hhold recommendation on the requested amount and urge the
. district, prior to budget hearings, to present the Legislature with a
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: ) Table 4 :

Los Angeles Southwaest College
Impact of Proposed Technical
Education Building on Excess Space ®

199192°
Excess Excess Total
Classroom Laboratory Excess
: Space (asf) Space_(asf) Space (asf)
Without building ©.............c.ooon 14,000 14,500 ,
With building (26,600 asf) ................ s 19,000 32,000 51,000

2 Based on state space guidelines.
b Completion of the building is projected in the last quarter of 1991.
¢ Assumes removal of all temporary bungalows (31,000 asf) from the campus.

proposal to reassign and/or remodel existing space to meet these
instructional program needs. A project of this nature would warrant
legislative consideration. "

Yosemite CCD—Augmentation for Gymnasium/Performing Arts Building

We withhold recommendation on $750,000 in Item 6870-301-785(61)
p’n;posed for a new gymnasium and performing arts building at
Columbia College, pending completion of the district’s architectural
review to reevaluate the project’s design and construction costs.

The budget requests $750,000 for él) augmentation . of the state’s share
of construction costs ($350,000) and (2) equipment . ($400,000) for the
new gymnasium and performing arts building (23,388 asf) at Columbia
College. Working drawings for this project were previously funded by the
district and state funds totaling $3.8 million were appropriated in the 1987
Budget Act for construction. The total cost of construction ($4.2 million)
was to be shared with the state paying 90 percent ($3.8 million) and the
district paying 10 percent ($380,000). The working drawings were
completed in 1982 and the district plans to advertise for construction bids
in June 1988. It is not clear how the district can proceed on this schedule
if the proposed state funds are needed. '

The $350,000 augmentation of the state’s share of the construction costs,
would change the project’s cost share ratio with the state now paying 98.5
percent ($4,150,000) and the district paying a reduced share of 1.5
gercent ($50,000) in lieu of the 10 percent share ($350,000)..contemplated

y the 1987 Budget Act. The district maintains that increased . state .
funding is necessary because it does not have sufficient reserves to pay
miore than 1.5 percent of the construction costs. :

Recognizing that the working drawings for this project were com-
pleted more than five years ago and that the construction estimate needs
to be reevaluated, the district recently initiated an architectural design
review of the project. This design review will identify various options for
reducing the cost of the project. v

Recommendation. Our analysis indicates that no decision should be
made regarding the requested state funds until the district’s design
review is completed. Information from this effort is clearly needed to
determine (1) how much, if any, construction augmentation is needed
(2) what options are available to reduce costs, and (3) when equipment
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funding will be :-needed and in what amount. For these reasons; we
withhold recommendation on this pro;ect pending completion - of the
district’s design review.

D. UPGRADE INSTRUCTIONALLY REI.ATED FACILITIES

As Table 5 shows, the budget contains six projects, totaling $1.8 million,
to upgrade 1nstruct10nally related facilities. Of this amount, we recom-
mend approval of $1.5 million for five of the six projects, as summanzed
in Table 5. These projects are justified based on enrollments, academic
needs and state space guidelines, and the associated costs are reasonable.
A discussion of the remaining project and our recommendation follows.

Table 5
California Community Colleges
1988-89 Capital Outlay Program
D. Upgrade Instructionally Related Facilities
item 6870-301-785
(dollars in thousands)

Budget Analyst’s  Estimated

Sub-. . A Bill Recommen-  Future
Item . Location/Project Title Phase® Amount dation Cost®
(3) :Allan Hancock. CCD—Allan. Hancock Col-
lege Secondary effects of renovation......... w: $110 110 $1,675
(4) Allan Hancock CCD—Allan Hancock Col-
lege Performing Arts addition................ we - 118 778 74 .
(6)-*Cabrillo CCD—Cabrillo College Photo Lab ; _
rehabilitation.............ocen, wee 251 pending -
(11) Compton CCD—Compton College Electron-
ics Laboratory, remodel ...................... we 208 208 102
(18) Glendale CCD—Glendale College Create S ’
classrooms—remodel..............coooeenenenn. w 132 132 2,000
(53) Santa Barbara CC—Santa Barbara City Col- - ; :
lege Secondary effects, renovation........... we o304 . - . 304 —
Totals: ...oeevveniiiinininins i eenned e $1,783 - $1,532 $3,851

2 Phase symbols indicate: w = working drawings; ¢ = construction and e = equipment.
b District estimates. - o .

Cabrillo CCD - Photo Laboratory Rehqbiliiufion

We withhold recommendation on $251,000 in Item 6870-301-785(6) for
working drawings and rehabilitation of a photo laboratory at Cabrillo
College because the district has not provided the Legislature with
sufficient information and preliminary plans to explain what the
project will consist of and the basis for the cost estimate.

“The Budget Bill proposes $251,000 for working drawings and rehabili-
tation of a 6,107 ast photo laboratory at Cabrillo College. Until 1985 the
college hadtwo photo laboratories. One was used for general photo
instruction and the other, was used as a smaller specialized instruction
laboratory. The larger generahzed laboratory was closed because of the
inadequacy of its ventilation system. The proposed project would reha-
bilitate the larger laboratory and install a new ventilation system to
permit reopening for instructional use.

Recommendation. Based on enrollment demands, there is a need to
reinstate the general photo laboratory for instructional use. The district,
however, has not provided the Legislature with sufficient, information
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and preliminary plans to explain either what rehabilitation ‘work is
necessary (other than the ventilation system) or the basis for the cost
estimate. Pending receipt and review of this information, we withhold
recommendation on the $251 000 in Item 6870-301-785(6).

E. LIBRARIES

We recommend approval

As Table 6 shows, the budget proposes two projects, totahng $2.5
million, to add hbrary facilities. These projects conform: with state space

guidelines ‘and the estimated costs are reasonable. Accordingly, we
recommend approval.

. Table 6
California Community Collages
1988-89 Capital Outlay Program
‘E..Libraries. -
"~ Item 6870-301-785
(dollars in thousands)

Budget Analysts  Estimated

Sub- Bill Recommen- - Future
Item Location/Project Title Phase® . Amount dation. Cost®
(35) Redwoods CCD—College of the Red- ‘ :
woods— library addition..................... we ©.-$2.216 . $2216 - - $60I°
(56) South County CCD—Chabot College, Val- . v : ‘
ley Campus Learning Resources Center. ... w .. 266 266 5,194
TOAIS. ... veveeeeeeeeeeeee e ee s eneeens e $2482 $2482 85795

2 Phase symbols indicate: w = working drawings and ¢ = construchon
b District estimates.

F. ADD NEW SUPPORT FACILITIES

We recommend approval,

As Table 7 shows, the budget proposes three projects, totahng '$6.3
million, to add new support facilities. These projects have previously
been approved by the Legislature for the preparation of working
drawings. The proposals are consistent with prior legislative approval.
Consequently, we recommend approval.

- Table 7 . . )
California Community Colleges
1988-89 Capital Outlay Program
. F. Add New Support Facilities '
Item 6870-301-785 ‘
(dollars in thousands) ‘ ‘ C
: - Budget Analyst’s - Estimated

Sub- : ' i . Bill Recommen-  Future
Ttem, Location/Project Title o Phase®  Amount dation  Cost®
(20) Grossmont—Cuyamaca  CC—Cuyamaca . e . ‘ .
College outdoor physical education facility. e 1,314 1314 $525
(28) Mendocino Lake CC—Mendocino College ) o
indoor physical education facility, phase I.. c 3499 - 3499 150
(52) Santa Barbara CC—Santa Barbara City Col- o :
lege Student Service Center ................ ¢ 1533 1,533 234
Totals......veevverreenn. e, el $6,346 $6346 $1,032

2 Phase symbol indicates: ¢ = construction.
b District estimates.
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G. UPGRADE SUPPORT FACILITIES
We recommend approval.

The budget proposes one project costing $2.2 million for the upgrading
of support facilities. This project is requested by the Glendale CCD to
renovate (construct) a classroom, laboratory and administration building
having 3,600 asf at Glendale College. The district estimates future costs of
$398,000 to complete the project. The building was constructed in 1937
and the proposed areas need to be renovated to meet campus adminis-
trative needs. The proposed work and associated costs are reasonable.

H. OTHER PROJECTS
We recommend approval,

This category includes: (1) 12 projects ($2.8 million) to remove
architectural barriers to mobility impaired individuals to provide access
to educational facilities, (2) four utility/road improvement projects ($2
million), and (3) statew1de prehmmary planning funds ($250,000) to be
allocated to districts on a “needs” basis as determined by the Chancellor’s
office. Table 8 provides a summary of these projects and the estimated
future cost of each project. The proposals and associated costs are
reasonable and we recommend approval. e

Table 8
California Community Colleges
1988-89 Capital Outlay Program
H. Other Projects
Item’ 6870-301-785
(dollars in thousands)
Budget  Analysts  Estimated

Sub- Bill Recommen-  Future
Item Location/Project Title Phase® Amount . dation . Cost®
(7) Coachella Valley CCD—College of the Desert :
architectural barriers, removal ................ we $123 $123 . —
(8) Coachella Valley CCD—College of the Desert .
campus water system .............coveiiinnns we 301 301 -

(13) El Camino CCD—E! Camino College archi- . . .

tectural barriers, removal .................... w 259 259.. $2,900
(15) Foothill-DeAnza CCD—Foothill College ar- o

chitectural barriers, removal................. we 197 197 =
(29) Mt. San Antonio CCD—Mt. San Antonio ~ .

College emergency access road.............. wce 910 “910 -
(81) Peralta CCD—Laney College architectural

barriers, removal........cooooviiiiiiiinnn we 112 112 —
(33) Rancho Santiagp CCD—Orange Campus - :

Chapman Avenue, relocate................... we 459 . 459 -
(39) Saddleback CCD—Irvine: Valley College o

road improvements...... ..ol we 337 337 - —
(43) San Francisco CCD—John Adams Center : : )

architectural barriers, removal ...:........... c 503 503  « —
(46) San Mateo CCD—Canada College architec- . S

tural barriers, removal........................ we 106 - 106 -

(47) San Mateo CCD—College of San Mateo - )
architectural barriers, removal ............... we 507 507 : =
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(49) Santa Barbara CCD—Wake Center architec-

tural barriers, removal........................ we 18 18 —
(50) Santa Barbara CCD—Schott Center archltec ‘ :

tural barriers, removal................00000 Cowe - 89 89 —
(55)- Shasta-Tehama-Trinity CCD-—Shasta Col : )

lege—architectural barriers, removal......... we - 17T 177 —
(58) Victor Valley CCD—Victor Valley - College ) . -

architectural barriers, removal ............... we .. 431 i 431 —_
(60) West Valley Mission CCD—West Valley Col- -

lege architectural barriers, removal.......... we - 323 323 —
(63) Community Colleges Statewide.............. P 250 250 —°

TotalS . et $5,102 $5,102 $2,900

2 Phase symbols indicate: p = preliminary plans; w = -working drawings; and ¢ = construction.
b District estimates.

¢ Not applicable.

I. CREATION OF PERMANENT OFF;CAMPUS CENTERS

As summarized in Table 9, this category includes three projects,
totaling $1.4 million to develop workmg drawings for future construction
of initial facilities for three educational centers in two districts. Our
findings and recommendations on these proposals follow.

Table 9 )
California Community Colleges
1988-89 Capital Outlay Program
l. Creation of Permanent Off-Campus Centers
item 6870-301-785
(doliars in thousands)
‘ Budget  Analysts  Estimated

Sub- : Bill Recommen- . Future
Ttem Location/Project Title * Phase®  Amount . dation Cost®
(30) Mt. San Jacinto CCD—West Center perma- ' o L
nent facilities, phase I ...........ccocvnnee. w $320 .. — " $9.641
(36) Riversidle CCD-—Moreno Valley Center ) o
- permanent buildings, phase I ............... w 519 ) — 12,970
(37) Riverside CCD—Norco Center permanent o T »
“building, phase I.............ccovvenninnenn. w o 523 - 15,564
Totals

....................................................... $1362 . — $38175

2 Phase symbol indicates: w = working drawings. : C :
b District estimates. ' ’

Funding for New Ceniers is Premature

We recommend deletion of $1,362,000 in Item 6'870-301-785 (30),; (36‘)
and (37) for working drawings for permanent facilities (Phase I) for
new off-campus centers in Riverside County—ML. San Jacinto CCD,
West Center ($320,000). and Riverside CCD, Moreno Valley Center
($519,000) and Norco Center ($523, 000)-—because funding for ‘these
projects is premature.

Rapid population growth in the western region of Riverside County has
prompted the Mt. San Jacinto and Riverside Community College Dis-

tricts to jointly propose the establishment of three new off-campus
centers.
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West Center. The Mt. San Jacinto CCD is proposing to start develop-
ment of the West Center on 50 acres of land gifted by a developer in the
new community of Menifee Village, about 28 miles southeast of the City
of Riverside. The district has secured an option to buy an additional 50
acres to provide a total of 100 acres for future development of a full
campus. The center will provide permanent facilities to replace three
leased centers in Temecula and Lake Elsinore. These centers had a
combined enrollment of 720 students (213 ADA) in 1986. The Depart-
ment of Finance projects that, with the opening of the new center in 1990
to serve both day and evening students, enrollment will increase to 1,650
(767 ADA). By 1995, enrollment is projected to reach 2,650 (1,260 ADA).

Initially, the district is requesting $320,000 to do working drawings for
future construction of the initial permanent facilities, (phase 1-21,000 asf)
estimated to cost $4.3 million. The district’s request does not include

funds for working drawings for site grading or development of on-site and.

off-site infrastructure. The first increment of buildings will provide for a

general education program with emphasis on business and computers..
The total capital cost of the center is expected to reach about $10 million.

by 1990-91. , . _

Moreno Valley Center. The Riverside CCD is proposing to start
development of the Moreno Valley Center on 132 acres of land gifted by
a developer in the new community of Moreno Valley Ranch, about 12
miles east of the City of Riverside. The site will permit eventual
development of a full campus at this location. The center will replace two
leased centers at March Air Force Base and Moreno Valley High School.
These centers had a combined enrollment of 785 students (417 ADA) in

1986. The Department of Finance projects that, with the opening of the .

new center in 1990 to serve both day and evening students, enrollment
will increase to 2,360 (973 ADA). By 1995, enrollment is projected to
reach 3,470 (1,580 ADA). , ‘ _ v

Initially, the district is requesting $519,000 to develop working drawings
for future construction of the initial permanent facilities, (phase 1-37,135
asf) estimated to cost $7.1 million. The district’s request does not include
funds for working drawings for site grading or development of on-site and
off-site infrastructure. The first increment of facilities will consist of the
(1) college center building, (2) science and mathematics building, and
(3) business and administration building. The total capital cost of the
center is expected to reach about $13.5 million by 1990-91. '

Norco Center. The Riverside CCD is proposing to start development of
the Norco Center on 141 acres of land gifted by the federal government
in the community of Norco, about 10 miles southwest of the City of
Riverside. The site will permit eventual development of a full campus at
this location. The center will replace two leased centers at Corona and La
Sierra. These centers had a combined enroliment of 1,191 students (417
ADA) in 1986..The Department of Finance projects, that, with the
opening of the new center in 1990 to serve both day and evening
students, enrollment will increase to 2,630 (1,085 ADA). By 1995,
enrollment is projected to reach 3,370 (1,507 ADA). o

Initially, the district is requesting $523,000 to develop working drawings
for construction of permanent facilities, (phase 1-40,048 asf) estimated to
cost $6.9 million. Thedistrict’s request does not include funds for working
drawings for site grading or development of on-site and off-site infra-
structure. The first increment of facilities will consist of the (1) campus
center building, (2) arts, letters, and humanities building, (3) science and
math building, (4) trade and industry building, and (5) health science
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and physical education building. The total cost of the center is expected
to exceed $16 million in 1990-91.

Recommendation. Clearly, Riverside County is a high-population
growth area. Our’ analysis, however, indicates that authorization for
development of the three centers in Riverside County is premature
because the California Postsecondary Education Commission (CPEC)
has not established what additional community college centers and/or
future campuses will be needed in Riverside County and when they will
be needed. Legislative intent as expressed in existing law, states that
expansion of higher education centers or campuses should not be
authorized/funded until CPEC has recommended such a need in a
detailed study. Furthermore, the funding of working drawings for the
initial facilities will serve no advantage unless drawings for site grading
and development of roads, parking lots, and utilities are also funded to
permit concurrent coordination of facility and infrastructure plans. This
is necessary to allow construction and completion of all essential facilities
and supporting infrastructure at the same time. As an added concern, the
Riverside CCD has not provided the Legislature with preliminary plans
for the Moreno Valley or Norco project. For these reasons, we recom-
mend deletion of $1,360,000 for all three projects. .

Supplemental Report Language—Norco/Moreno Valley. The Supple-
mental Report of the 1987 Budget Act stated that “If the California
Postsecondary Education Commission (CPEC) recommends the estab-
lishment of an off-campus center or (new) campus in Norco and/or
Moreno Valley and if funds for the construction of these centers/cam-
puses are included in a subsequent Governor’s Budget, it is legislative
intent that the state’s share of the cost to develop working drawings for
legislatively approved project(s) be appropriated along with the amount
for construction.” If CPEC approves these projects during the budget
year, the district could proceed with working drawings and seek state
cost sharing in 1989-90 for working drawings and construction, as outlined
in the supplemental report.

J. ANCILLARY FACILITIES
As Table 10 summarizes, the budget proposes two projects costing

$2,935,000 for ancillary facilities on two campuses. Our findings and
recommendations follow:

Table 10
California Community Colleges
1988-89 Capital Outiay Program
J. Ancillary Facilities
Item 6870-301-785
(dollars in thousands)
- Budget Analyst’s = Estimated

Sub- . Bill Recommen- ~ Future
Ttem Location/Project Title Phase® Amount . - dation Cost?®
(5) Butte CCD—Butte College maintenance .
WATEhOUSe . ..o vviiviii i ininess we $762 pending —_
(42) San Francisco CCD—San Francisco City
College central shops and warehouse....... we 2,173 — 123

Totals......oooovvireeiiiiieiinns e e eriareereara e $2,935 P pending $123

2 Phase symbols indicate: w = working &aMngs and ¢ = construction.
b District estimates. :
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Butte CCD—Maintenance Warehouse

We withhold recommendation on $762,000 in Item 6870-301-785(5) for
working drawings and construction of a new maintenance and ware-
house facility at Butte College because (1) prelzmmary plans have not
been completed for this project, and (2) it is not clear that the proposed
Jacility is needed.

The budget includes $762,000 for working drawings and construction of
a new maintenance and warehouse facility at Butte College, which is
projected to be completed by September 1990. The project will provide
20,010 asf in a two-story structure for several maintenance/automotive
shops a warehouse and maintenance offices. These functions are pres-
ently located in a total of 8,964 asf. The secondary effects of the project

will be to relocate an auto body instructional shop from downtown Chico’

to the space (7,650 asf) vacated by the shops. In addition, a temporary
trailer (1,314 asf) will be removed from the campus.

According to the district, relocation of its shop and warehouse opera-
tions to a larger facility at a new location is necessary to (1) relieve
congested traffic and parking conditions in the area of the existing shops
and warehouse building, (2) relieve overcrowding of maintenance and
warehouse operations, and (3) permit relocation of the auto body classes
from Chico to the campus.

~Recommendation. ‘Preliminary plans have not been provided to the
Legislature for this project. Our analysis of the planning information

provided by the district indicates that the district has not clearly

explained why a new facility is needed rather than expanding and
modifying the existing building and parking area to meet the needs of the
college Lacking the preliminary plans and clear justification for the
project, we are unable to formulate a recommendation as to whether the
project should be approved as proposed or another solution is available
that would provide for the district’s support and instructional needs at an
earlier date and at lower cost to the state. Consequently, we withhold our
recommendation pending receipt of this information from the district.

San Francisco CCD—Central Shops and Warehouses

We recommend deletion of $2,173,000 in Item 6870-301-785(42) for
working drawings and construction of a central shop and warehouse
facility at San Francisco City College because (1) it uses limited
campus property that may be needed for lzbrary/mstructional space
and (2) it provides space excess to state guidelines.

The budget includes $2,173,000 for working drawings and constructlon
of a new central shop and warehouse facility at San Francisco City
College. The existing shops and warehouse serve the district’s single
campus and nine centers. The project will provide 28,000 asf in a
two-story structure to consolidate the district’s shops, and a portion of its
warehouse operations which are presently located in several district
owned and leased facilities. The new facility will also accommodate the
district’s facilities management and planning offices. The district plans to
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retain 13,500 asf of leased warehouse space. In effect, the new facility and
the leased space will provide the district with 41,500 asf for shops and
warehouse purposes. , o

According to the district, consolidation of the shops, warehouses and
facility planning offices is needed to (1) provide for more efficient and
safe shop and warehouse operations, and (2) permit the demolition of an
old wood maintenance building (9,600 ast) as ordered by the State Fire
Marshal. This building has been recently vacated and is being readied for
demolition. , , - ‘ o

Recommendation. We concur with demolition of the wood mainte-
nance building because it is clearly a fire hazard. However, our analysis
indicates that the proposed project is not justified because (1) the
construction of a new and larger shop and warehouse facility, on the
relatively small land base of the already crowded City College campus
site, would use up one of the few remaining sites available for future
construction of additional library/instructional space (according to the
district, library space is 60 percent short of its enrollment needs) and (2)
the proposal would provide 13,500 asf more space than is justified under
state guidelines. In addition, excavation of a steep hillside would be
required for the first floor of the proposed building, thus substantially
increasing construction costs.

For these reasons, we recommend deletion of $2,173,000 for working
drawings and construction of the shop and warehouse facility at San
Francisco City College.

Supplemental Report Language ‘

For the purpose of project definition and control, we recommend that
the fiscal subcommittees adopt supplemental report language which.
dlfscribes the scope of each of the capital outlay projects approved under
this item. ‘

STUDENT AID COMMISSION

Item 7980 from the General o
Fund and various funds Budget p. E 152

Requested 1988-89 ........ eeeesreesasseseans e $332,595,000
EStmMAted 1987-88 .............ooimersmmnenenssssssssssssssenssssessssssssssssssenns 321,356,000
ACHUAL 198687 oounnevvvvmrennssiereinsssssssessssnssssssssssssessassssssssssssssnsese 307,490,000

Requested increase (excluding amount
for salary increases) $11,239,000 (+3.5 percent)
Total recommended reduction..........ccicncinnsinnnn, ... 10,000,000
Recommendation pending ...........uerniirensniensennes cereereeneans None
Recommended transfer from other Budget Bill items.......... 7,063,000
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1988-89 FUNDING BY ITEM AND SOURCE :
Item—Description ) Fund : ~ -Amount

7980-001-001—Support . General : $7,104,000
7980-001-951—Guaranteed Loan Program State Guaranteed Loan Reserve .- 16,206,000
7980-011-890—Purchase of defaulted loans Federal Trust (150,943,000)
7980-011-951—Purchase of defaulted loans " State Guaranteed Loan Reserve . - .. - 160,000,000
7980-101-001—Awards - - General i 118,465,000
7980-101-890-—Awards : N Federal Trust i 12,725,000
7980-111-001—Awards General - 15,079,000
7980-121-001—Awards General L - 3,016,000
Total - : : C T $339.595,000

. Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS - page

Cal Grant A and B Programs

1. UC and CSU Grant Levels Reduce Items 6440-006-001 by 1113
$2,584,000, 6610-001-001 by $4,479,000, 7980-111-001 by -
$882,000 and -7980-121-001 by $375, 000 and augment. Item
7980-101-001: by $8,320,000. Récommend the ‘maximum
awards for students attendmg UC and CSU be set to equal
systemwide mandatory fees. To do this recommend consol-
idating Cal Grant-related funds budgeted for UC and CSU
financial aid programs in the Student Aid Commission
budget.

2. Private and Proprietary Grant Levels Augment Item 1113
7980-101-001 by $5,250,000 and reduce Items 7980-111-001 by
$4,930,000 and 7980-121-001 by $320,000. Recommend in-
creasing the current maximum grant for students attending

- private and proprietary institutions by 6.7 percent—the
%ercentage increase in General Fund support for UC and .~
SU. .

3. Cal Grant B Subszstence Allowance Augment Item 7980- 1113
101-001 by $1,588,000 and reduce Item 7980-121,001 by
$1,588,000. Recommend approval of Governor’s proposal 0
increase the maximum subsistence allowance for all Cal ,
Grant B recipients by 4.5 percent. ) o

4. Excess Funding. Delete Items 7980-111-001 ($9, 267,000)- and 1113
' 7980-121-001 ($733,000) for a General Fund savings of $10 -
million. Recommend reduction of grant funds in excess of
new program needs.

Cal-SOAP Program

5. California Student Opportunity and Access Program. Rec- 1116
ommend the enactment of legislation to extend the sunset :
date for the program because under current law-the pro-
gram will sunset on January 1, 1989. ‘

GENERAL PROGRAM STATEMENT '

The Student Aid Commission (SAC) is composed of 15 members 11 of
whom are appointed by the Governor and confirmed by the Senate two
are appomtef by the Senate Rules Committee, and two are appomted by
the Speaker of the Assembly.

The commission administers:

e Seven student grant programs;

¢ A program which guarantees federally-insured loans to students;
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o ‘An outreach program (known as Cal-SOAP) demgned to promote
-access to postsecondary education to disadvantaged and underrepre-
sented students;

o A state-funded work-study program; and

« A state-funded loan assumption program (known as APLE) demgned
to encourage students to pursue a teaching career.

The commission is also responsible for collecting and analyzing infor-
mation on student financial aid, evaluating commission programs, assess-
ing the statewide need for financial aid, and disseminating information on
financial aid to students, parents, and California educational institutions.

The commission has 208.2 personnel-years in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget. proposes total expenditures by the Student Aid Commis-
sion (SAC) of $333 million in 1988-89. This is an increase of $11.2 million
(3.5 lg:ercent) over the current-year level. Table 1 shows funding levels
for the commission’s programs in the prior, current, and budget years

Table 1

Student Aid Commission
Budget Summary
1986-87 through 1988-89
(dollars in thousands)

. Change fré)n

Actuol Est Prop. 198788
1986-87 . 1987-88 .- 1988-89 - Amount  Percent
Local assistance programs.................. $118159  $132,522  $149,285 $16,763 126%
Student loans guaranteed.................. (697,999)  (711,000)  (702,000) = —9,000 ~13
Purchase of defaulted loans......... ST . 162,368 160,000 160,000 — —
State operations .................... e 21,255 28,834 23,310 —5,524 =19.2
Subtotals, Expenditures. ............... ($307,782) ($321,356) ($332,595) - ($11,239) (35%)
Less reimbursements................... —$292 — — e e
Totals, Expenditures................... - $307490  $321356 - $332,595 $11,239 - 35%
Funding Sources . ‘ o E »
General Fund..............c........c.oon. 3112117  $125804  $143,664 17860 . - 14.2%
Guaranteed Loan Reserve Fund .......... . 27,286 - 3314 25,263 —7931 —=23.9
Federal Trust Fund.............0.......... . 168087 169,358 163,668 1310 . 08
Personnel-years ............................. 189.6 208.2 2139 ‘51 27%

For 1988-89, the budget proposes:

o $149 million for fmanmal aid: grant programs, a $168 million (13
percent) increase; =

o $702 million for new federally-lnsured student loans, a $9.0 million
(1.3 percent) decrease;

e $160 million to purchase defaulted loans under the Guaranteed
‘Student:Loan’ Program, the same level of funding provided for this
purpose in the current-year; and

o $23 million to support the commission’s admlmstratlve operatlons, a.
$5.5 million (19 percent) decrease. ' '
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Table 1 also shows that funding sources: include:

e $144 million from the General Fund, an increase of $17.9 mllhon (14
percent);

o $25 million from the Guaranteed Loan Reserve Fund (Loan Fund) R
a decrease of $7.9 million (24 percent); and

« $164 million from the Federal Trust Fund, an increase of $1 3 million
(0.8 percent).

Significant Program Changes

Table 2 displays, by funding source, the components of the $11.2 million
increase in total expenditures for the commission in 1988-89

Table 2
Student Aid Commission
Proposed 1988-89 Budget Changes
By Funding Source
(dollars in thousands)

Funding Sources
Guaranteed s
Loan Federal -
o General Reserve Trust

: N . Fund Fund . Fund Totals
1987-88 Expenditures (Revised) ................... $125,804 $33,194  $162,358 $321,356
Baseline Adjustments

Pro rata adjustments.’................. e - $169 _ $169

Employee compensation. ..........oocoveiniin $89 37 - 126

CPLallowance: ......coooiviiiiiniiiiinn, 86 384 - 470

Indirect cost adjustment.................o.oeuee - 846 —_ 846

One-time reductions.....ooviireerivnreiiesiennne —264 -1,302 - - —1,566

AWards ..ol =704 - - —T704

Loan contract............cc..o.e TN — —9,600 C— 9,600

Other......oviiiiiieiiiire il eveeene — — $1,310 1310 -

Subtotals, Baseline Adjustments............... (—$793)  (—$9,466) ($1,310)  (—$8,949)

Program Changes . :

Cal Grant A—maximum award increase........ $15,079 - - $15,079

Cal Grant B—maximum award increase........ 3,016 = - 3,016

Information system—2nd year .................. 428 $1,362 - 1,7%

Loan program—staff.....................coonil — 173 - 173

Cal-SOAP extension ...........cicoeeiviinnnnns : 80 — —_ 80

Work-Study Program evaluation ................ 50 — — 50

Subtotals, Program Changes ................. < ($18,653) ($1,535) _— ($20,188)

1988-89 Expenditures (Proposed) ................. $143,664 $25,263 $163,668 $332,595
Change from 1987-88: : o Bk

Amount.......ooevviiiiiiiiiieaas TSR $17,860 —$7,931 $1,310 $11,239

Percent........ooeviucrninenieiiiiinieaenen 14.2% —23.9% 08% 3.5%

ANAI.YSIS AND RECOMMENDATIONS

We recommend approval of the baseline adjustments and the followmg

program changes which are not discussed elsewhere in this analysis:

o Second-year Automation—an increase of $1.8 million—$428,000
from the General Fund and $1.4 million from the Loan Fund—and 5
positions (3 new positions, and 2 redirected positions) to support the
second-year implementation of the automated Financial Aid Process-
ing System;

o Loan Program Staff—an increase of $173,000 from the Loan Fund
for two additional positions in the Contracts Management Unit of the
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. Loan Program, and one position to provide training and outreach
services to schools participating in the loan programs;

o Cal-SOAP Extension—an increase of $80,000 from the General Fund
to extend the current program to 1,200 low-income and ethnic
minority junior high and intermediate "school students; and

s Work-Study Evaluation—an increase of $50,000 from the General
Fund for transfer to the Legislative Analyst to contract for an
evaluation of the Work-Study program as required by current law
(Ch 1196/86). =

A. STUDENT FINANCIAL AID IN CALIFORNIA

Student financial aid awards nmarlly consist of three basic types of

aid—grants, loans, and work study. Grants are awards that do not have to
be repaid by the recipient. These awards are provided to students based
on their financial need and academic achievement. Loans, on the other
hand, must be repaid by the recipient. Generally, student loans carry a
lower interest rate and a longer term than commercial loans. The third
type of award—work study—involves some program of subsidized com-
pensation in which a student’s wages are supported by financial aid and
employer funding. A student’s financial aid “package” may consist of all
three types of aid.
. The Student Aid Commission administers most of the state-supported
financial aid programs. Students attending postsecondary institutions. in
California, however, receive financial assistance from many sources other
than the state.

The commission estimates that $1.7 billion in financial aid will be
provided to students attending postsecondary institutions in California in
1987-88. This amount is approximately $84 million (5.2 percent) more
than the amount estimated to have been available in 1986-87.

Data provided by SAC indicate that:

« State-supported financial aid programs provide $163 million, or just

under 10 percent of the total;

. Postlsecondary institutions prov1de $392 million, or 24 percent of the

tota

. The California Educational Loan Programs provide $661 mllhon or

ercent, of the total; and

. Fe eral programs, excludmg the Educational Loan Programs, pro-

“vide $444 million, or 27 percent of all student financial aid.

B. LOCAL ASSISTANCE PROGRAMS (ltems 7980-101-001, 7980-101-890,
7980-111-001, 7980-121-001)

Table 3 displays the funding levels for all the commission’s local
assistance programs for the prior, current, and budget years.
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Table 3
-Student Aid Commission
Local Assistance Programs
1986-87 through 1988-89
(doliars in thousands)

' Change from
Actual Est, Prop. 1987-88
1986-87 1987-88 1988-89°  Amount  Percent
Grant Programs . . ] |
Cal Grant A (Scholarship)............... $75758  $84039  $9900 .$15061  17.9%
Cal Grant B (College Opportunity) .. 33,146 38,214 40,557 2,343 61
Cal Grant C (Occupatlonal)..........;.. - 3316 3,039 3,131 92 30
Graduate Fellowship.......... e 2951 2,965 2,969 4 0.1
Law Enforcement Personnel-Depen- R
dents .....o.vvviivniniiiiiiiiiinenin 10 14 14 S = R
Bilingual Teacher Development ..:..... 1,599 L1111 . 541 —570. -51.3
Paul Douglas Teacher Scholarships. ..... - 580 1,743 -1,055 —688 —39.5
Subtotals, Grant Programs............. ($117,360) ($131,125) -($147367) ($16242)  (124%)
Other Programs ' '
Assumption Program of Loans for Edu- :
cation (APLE)..........c.cveviiennins $302 $150 $591 $441 294.0%
Work Study Program e - . 750 750 —_ —
Cal-SOAP...........ciiviii ‘ 497 497 577 8 16.1.
Subtotals, Other Programs ............ ($799)  (S1397)  ($1918)  (§521)  (37.3%)
-Totals, All Programs................... $118,159  $132,522 - $149,285 = $16,763 12.6%
Funding Sources e
General Fund............................... $106,365 8119089  $136,560 $17,471 14.7%
Federal Trust Fund. ............cc.......... w117 13433 12725 -708 - -53

Table 3 shows that the budget proposes total funding of $149 million in
1988-89—an increase of $16.8 million (13 percent) over the amount
available in the current year. General Fund support for these programs
is proposed at $137 million, an increase of $17.5 million (15 percent) over
the current-year level. F ederal support is proposed at $13 million, a
decrease of $708,000 (5.3 percent) from the current-year level.

Table 4 shows the maximum grant level and the total number of awards
proposed by the budget for each of the local assistance grant programs in
1987-88 and 1988-89. ‘

, Table 4
Student Aid Commission

Maximum Award Leveis and Number of Awards
1987-88 and 1988-89

" Maximum Award Level Total Number of Awards
_ Percent Percent

Program 198788  1988-89 Change 1987-88 198589 Change
Cal Grant A (Scholarship) ............ $4370 * $5400 236% 42741 42741
Cal Grant B (Opportunity) ....:...... 4110 © 5100 241 24750 24750 —
Cal Grant C (Occupational) .......... 2,360 2,360 — 2,307 2,307 —
Graduate Fellowship .................. 6,490 6490 . — 918 940 24%:
Law Enforcement Personnel Depen- ‘

dents.......ccovvvviiniiiiiiinn., 1,500 1,500 — 8 8 —_

. Bilingual Teacher Development . ..... 4,045 4,045 - 281 193 —313
Paul Douglas Teacher Scholarship.... 5000 5,000 — 348 348 —
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As the table shows, no additional Cal Grant awards are proposed, while
maximum levels on existing awards increase by as much as 24 percent. A
more detailed discussion of this proposal follows.

1. Cal Grant A and Cal Grant B Programs

The Cal Grant A and Cal Grant B programs are the two major grant
programs administered by SAC. '

Cal Grant A Program. The Cal Grant A, or Scholarship program,
provides grants to needy and academically able students to cover the cost
of tuition and fees at a public or private, 4-year postsecondary educational
institution. In the current year, in order to be eligible for a Cal Grant A
award, an applicant must (1) come from a family with a net taxable
income of $50,000 or less, and (2) have earned a high school grade point
average (GPA) of at least 2.65. In the current year, the median family
income of Cal Grant A recipients is $23,454 and the median high school
GPA is 3.32. Cal Grant A has been characterized as the program which
seeks to provide recipients with a “choice” between private and public
institutions. ' o

-Cal Grant B Program. The Cal Grant B, or College Opportunity Grant
program, provides grants to needy and disadvantaged students to cover
the cost of tuition and fees, and subsistence costs at a Community
College, proprietary school (private' vocational schools), or public or
private, 4-year postsecondary educational institution. During the first
year of participation, students are only eligible to receive subsistence
grants. R

In the current year, in order to be eligible for a Cal Grant B award, an
applicant must come from a family with a net taxable income of $25,099
or less. In the current year, the median family income of Cal Grant B
recipients is $8,500 and the median high school GPA is 3.0. This program
also differs from the Cal Grant A program in that the selection of grant
winners is based not only on the student’s GPA and family income, but
also on the level of parental education, family size, and whether the
applicant comes from a single parent home. Cal Grant B has been
cﬁaracterized as the program which seeks to provide recipients with
“access” to postsecondary education. ‘ »

Segmental Distribution of Grant Recipients. Table 5 displays the
distribution of Cal Grant A and Cal Grant B recipients among institu-
tional segments. As the table shows, Cal Grant A recipients primarily
attend the California State University (CSU), the University of California
(UC) or private institutions, with slightly more recipients attending UC
and private institutions than CSU. (Students attending a California
community college (CCC) are not eligible for a Cal Grant A award.)

Cal Grant B recipients, on the other hand, primarily attend community
colleges and CSU, with fewer students attending UC and significantly
fewer students attending private institutions. (Under current law, 50
percent of new Cal Grant B awards must be awarded to students
attending a ‘community college.)
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Table 5
Segmental Distribution of
Cal Grant A and Cal Grant.B Recipients
1986-87 and 1987-88

1986-87 1987-88
Cal Grant A Cal Grant B Cal Grant A Cal Grant B
: Num- Num- Num- Num-
Segment ber  Percent  ber  Percent ber  Percent  ber - Percent
CCC......00 i, — — 10314 419% — = 10435 422%
CSU...iiiiiiiiniieneeneeen 12,657 29.3% 8404 342 12993 304% 874 35.3
UG 14,319 33.1 4285, 174 14104 33.0 4,500 18.2
Private...........cccoiiiiinnis 14,259 330 - 1,247 5.1 - 13,678 32.0 929 - 38
Proprietary.............c...... 1996 46 42 14 1966 46 42 05
Totals .........vcvvuvinnens 43231 - 100.0% 24,592 1000% 42,741 = 100.0% 24,750 * 100.0%

Governor’s Proposal

As mentioned, the budget does not.propose to increase the number of
Cal Grant A or Cal Grant B awards, rather it proposes an $18 million (14
percent) increase for the two programs in order to increase the maxi-
mum grant levels. Table 6 d1spﬁtys the components of this proposal

Table 6

Governor’s Proposal
To Increase the Maximum
Cal Grant A and Cal Grant B Award Levels

Current Proposed Maximum Grant New Fundinga

: - Dollar
Maximum Maximum Dollar  Percent Increase
Grant  Amount Increase Change (in thousands).

Cal Grant A g ‘
C8U i s $326 $355 $29 89% Tt 8196
UC. i SUURUTROUN - 1,070 1,125 . 55 5.1 686
Private .....oovviieenviiieieeniinennnnes - 4370 .- 5400 . 1,030 23.6 13,800
Proprietary®......coooviiiiiinniiinnnn 4,370 4,565 - 195 45 397

Subtotal .....c.eieeeeeeriernanns - = - . = ($15,079) .

Cal Grant B v

(6] ¥ U SO PP PN $326 $355 $29 8.9% ©- . $189°
UG i 1,070 1,125 55 5.1 186
Private ..o 4110 5,100 . 990 24.1 1,016
PrOPHEtATY ... e..veesieereneeeeeneenns 4110 429 185 45 Y
Subsistence............ooeviiiiiin 1350 1410 _60 - 45 1,588
SUbLOtal ... — — — — ($3,016)
Total.o.oioeeiiiiiireeieanens et trene e herear et e e e terteean it aaraeaernsnn $18,095

2 Dollar amounts are simulations of funding requirements. These numbers represent a-typical allocation
of funds; allocation will differ depending on the students that apply and.their choice of institution.

bThe Department of Finance informs us that the administration will propose an amendment to the
Budget Bill to implement the 4.5 percent increase in the maximum grant for Cal Grant A recnplents
attending proprietary - (vocational) schools.

© This amount funds a 4.5 percent increase in: the maximum subsistence grants for all Grant B recipients,
including recipients attending community colleges, who receive subsistence grants only.

The components of the Governor’s proposal are summarizeéd below:

o Private, 4-year Institutions—maximum grants would increase by 24
percent. The maximum Cal Grant A award is proposed to increase
from $4,370 to $5,400 and the maximum Cal Grant B award (tuition)




1108 / POSTSECONDARY EDUCATION Item 7980

STUDENT AID COMMISSION—Continued

from $4,110 to $5,100; total funding would increase by $15 million to
fund the new maximum grant levels;’
o Public Institutions—maximum Cal Grant A and B awards for UC
- and CSU students would increase by 5.1 percent and 8.9 percent,
respectively; total funding is proposed to increase by $1.3 million to
- fund the new maximum grant levels;
" e Proprietary Schools——maximum Cal Grant A and B awards would
. increase by 4.5 percent; total funding is proposed to increase b
$434,000 to fund the new maximum grant ’-l%vel; and :
o Cal Grant B Subsistence Allowance—maximum subsistence allow-
ance provided under the Cal Grant B program would increase by 4.5
percent for all recipients; total funding is proposed to increase by $1.6
million for this purpose.

Rationale for Proposal, In his 1988-89 Budget, the Governor cites that,
since 1983-84, there have been minor student fee adjustments-at UC and
CSU, and significant increases—45 percent—in the average tuition and
fees charged by nonpublic, four-year colleges and universities (hereafter
referred to - as. “private institutions”). During the same period, the
maximum grants provided under the Cal Grant programs have not kept
up with the tuition increases at the private institutions. The Governor
claims that this disparity has influenced student choice and redirected
students from the private institutions to. the state’s public institutions,
which has aggravated overcrowding. Therefore, to relieve some of the
enrollment pressures on the public institutions, the Governor proposes to
| redirect student flow to the private institutions by significantly increasin
| the maximum award levels (as.shown in Table 6) for the Cal Grant A an
Cal Grant B programs only for Cal Grant recipients who attend private
institutions.

Evidence for Rationale. Our review of the data finds that over the past
‘ ten years, from 1978-79 to 1987-88, (1) tuition and fees at private
! institutions increased significantly over percentage increases in the
| maximum Cal Grant award levels, and (2) the number of Cal Grant

recipients attending California’s private institutions has declined.

| Over the past ten years, the weighted average of the tuition and fees
| charged by private institutions increased by 145 percent, while the
maximum Cal Grant A award increased by 62 percent and the maximum
Cal Grant B award increased by 64 percent. In constant dollar terms, the
private institutions’ tuition and fees increased by 42 percent and the
maximum Cal Grant A and Cal Grant B awards actually declined by 6
percent and 4 percent, respectively. The data also show that the
percentage of Ca? Grant A recipients that attend private institutions has
declined, from 43 percent in 1978-79 to 32 percent in 1987-88.

Thus, the data-are consistent with the Governor’s claim. However,
whether the decline in the purchasing power of the grants has, in itself,
caused the shift of Cal Grant recipients from the private to the public
institutions cannot be ascertained. This is because students base their
choice of college on more factors than just financial aid, such as the
quality of the education, religious affiliation, and admissions availability.

Evaluation of the Governor’s Proposal :

As described above, data support the contention that tuition and fees at
‘ private institutions have increased faster than Cal Grant award levels and
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that the number of Cal Grant recipients attending the’state’s private
institutions has declined. Our analysis indicates, however, . that the
Governor’s proposal will not in and of itself, accomplish its intended goal

of redirecting students to private institutions and is problematic for

several reasons. : o .

Redirection of Students in 1988 is Unlikely. In the budget year, it is
unlikely that the Governor’s proposal will influence very many students
to attend a private institution instead of a UC or CSU campus. This is
because students have already applied to colleges for the fall of 1988 and
will mzitike their decision of where to attend before the 1988-89 budget is
enacted. . : : .

Redirection of Students in Future Years is Unlikely. Our analysis
indicates that it is also unlikely that the Governor’s proposal will
influence very many students to attend a private institution in future
years. Table 7 displays the cost factors that a student would typically take
into account when deciding whether or not to attend a private college or
university. ' o

' Table 7

Gap Between Tuition and Maximum Award
Students Wishing to Attend a Private Institution in California
1987-88 and 1988-89 :

1987-88 1988-89 Change From
‘ . L Current Proposed 1987-88
Tuition and-Fees.................. et $9,250* $9,920° © $670.
Cal Granit A Maximum Award ...........coovrnniinnennn. . 4370 5,400 1,080

Gap Between Tuition and Award..........cocii $4,880 $4,520 —$360

2 Weighted average of tuitjoﬁ and fees charged by private colleges and universities. :

b Weighted average of tuition and fees charged by .private colleges and universities increased by the
projected 1988-89 percentage increase in tuition and fees.

The table shows that in the current year, the average private tuition in
California is $9,250 and the maximum Cal Grant A award is $4,370. This
leaves a' gap of $4,880 which will -have to be paid by (1) additional
financial aid provided by the private institution, or (2) the studert. In the
budget year, tuition is projected to increase by $670, (between 7 percent
and 7.5 percent) and the Governor proposes to increase the maximum
grant by $1,030 (24 percent). This narrows the gap between tuition and
the:maximum Cal-Grant award by only $360, and leaves a gap that is still
quite large—$4,520. : ‘ ‘ :

Will. this: slight reduction in the gap between private tuition and the
maximum award be enough to .cause a significant redirection of students
from public to private institutions? We conclude that it is unlikely
because the cost differential to the student; who wishes to attend a
private institution, will still be high relative to the fee/award gap at the
public institutions. Absent a significant redirection of students, the
impact of the maximum private award increase on overcrowding at
public institutions would be negligible. : :

Beneficial Impact on Private Institutions. We note, however, that the

- increased maximum award would have a beneficial financial impact on

private: institutions. Specifically, Cal Grant recipients attending private
institutions. typically require more financial aid than the maximum Cal
Grant provides. Generally, the private institutions provide all or a portion

of the additional aid required. To the extent that additional aid is
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provided by the institution, the effect of the increased Cal Grant award
is a cost savings for the institution. This is because it will have to provide
less financial aid than it otherwise would have provided from its own
funds. Viewed this way, the effect of the Governor’s proposal to increase
the maximum grant for those students attending private institutions is to
provide an infusion of $15 million in state dollars to private colleges and
universities. - ' - ' T

Proposal Does Not Balance Choice and Access. In our view, any major
increase in funding for student aid grants should meet the competirig
demands for student aid resources in a balanced manner. The Governor’s
groposal, however, does not attempt to balance the needs to increase

oth student choice and student access. While the proposal attempts to
increase student choice by increasing the maximum grant for students
attending private-institutions, the proposal neglects to address the need
to increase student access by increasing the number of new awards.

The Student Aid Commission, in setting its budget priorities for
1988-89, identified as its number one. priority, increasing access for needy
students that come from disadvantaged backgrounds by providing an
additional 3,000 new Cal Grant B awards at a cost of $4 million. This
amount was requested because currently there are nearly twice as many
new Cal Grant A awards (17,400) authorized in a given year as there are
new Cal Grant B awards (9,250). Furthermore, while one out of every 2.5
eligible applicants receive a' Cal Grant A award, only one out of every 4:
eligible applicants receive a Cal Grant B award. The SAC also found that
demand for Cal Grant B awards in recent years has outpaced increases in
the number of available awards. From 1985-86 to 1987-88 the number of
eligible applicants increased by 23 percent (from 32,008 to 39,232), while
the number of authorized awards increased by only 12 percent (from
8,250 to 9,250). R |

As mentioned earlier, the Governor proposes the same number of new
Cal Grant B-awards in the budget year. Neglecting:to address the néed
to increase student access is inconsistent with the priorities the Legisla- -
ture has set with regard to increasing the number of underrepresented
minorities in.the state’s higher educational institutions. In the current.
year, the demographic compesition of first-time. Cal Grant A recipients
who indicated their ethnicity is 44.8 percent White and 43.5 percent -
minority. (Minority representation is as follows: Black 6.9 percent; Latino
15.7 percent, Native American 0.7 percent, Asian 16.7 percent, and -
Filipino 3.5 percent.) On the other hand, the demographic composition
of first-time Cal Grant B recipients is 13.2 percent White and 78 percent
minority. (Minority representation is as follows: Black 9.2 percent, Latino
29.7 percent, Native American 0.6 percent, Asian 37.4 percent, and
Filipino 1.1 percent.) The Cal Grant B program, consistent with statutory
intent, provides underrepresented minorities with ‘increased ‘access to
postsecondary educational opportunities. ;. ; ‘ co

Proposal Lacks Long-Term Focus. Finally, assuming for a moment
that the proposal to raise the award for private institutions would
influence  student choice,  our analysis- indicates that' the lack of a
long-term focus would hamper its effectiveness. Specifically, if the
proposal for 1988-89 is simply a one-year “shot-in-the-arm” boost in the
maximum grant; then as tuition charged by the private institutions
increases in the next few years, as it is projected to do, the gap between
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the tuition level and grant level will grow. Students deciding where they
would like to attend college would be faced with the same, if not larger,
gap between tuition and the maximum Cal Grant award than students
currently face. Students already attending a private institution would be
faced with the prospect of increasing rather than decreasing out-of-
pocket costs and thus may elect to transfer to public institutions.
Therefore, in order for the Governor’s proposal to effectively influence
student choice over the long-term, the maximum award for private
institutions would have to grow at least as fast as tuition increases. The
administration, however, has not addressed the issue of future adjust-
ments for either the public or private maximum:awards.

For the reasons noted above we do not recommend adoption of the
Governor’s proposal. '

What Should the Legislature Do?

The basic questions facing the Legislature are what should the grant
levels be for the Cal Grant program and should a mechanism be put in
place to adjust the grants in a predictable fashion? ‘

Student Aid Commission Proposal. Consistent with the work of the
Commission for the Review of the Master Plan for Higher Education, the
Student Aid Commission has recommended the following maximum
award policy: o , ‘ »

o Public Institutions—"set and maintain the maximum award so that

it covers full tuition and required fees at public four-year institu-

" tions;” and T : . y

"o Private and Proprietary Institutions— ‘set.and maintain the maxi-
mum award at the equivalent of the average of the full operating cost
per: student for the California State University and University of

_ California.” . «

We believe that students would benefit from an ongoing, maximum
award : policy which sets and adjusts the awards with a degree of
predictability. For students attending the state’s public institutions, the
Legislature -has articulated the policy of providing them with the
knowledge of guaranteed future financial assistance that will cover
mandatory, fees. Currently, however, the maximum Cal: Grant awards
only cover $1,070 of UC’s_$1,374 mandatory fee and $326 of CSU’s $630
mandatory fee. We recommend that the maximum award for students
attending UC and CSU be set to cover the systemwide mandatory éqes,
and not the additional fees required by the individual campuses. This
policy would tie the maximum grant to fee levels controlled by the state.
' In order to promote access, the maximum grant level would need to be
- adjusted each year to equal the systemwide mandatory fees. :
For students attending private institutions,. the SAC policy would

provide them with maximum choice and at the same time base the grant
" on a measure of cost over which the sfate has oversight and budgetary
control. There is debate, however, over how much student choice the
state wishes to buy with Cal Grants and thus what the maximum Cal
- Grant award should be. Lo oo

Legislative Policy Direction Needed. In order to. establish the maxi-
mun grant level for Cal Grant students attending private institutions, the

Legislature needs to articulate its policy concerning the goal it wishes to
‘achieve with this component of the program. If on.the one hand, the
'Legislature wishes to provide maximum choice to students—that is the

36—77312
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out-of-pocket costs to a student would be roughly the same if he or she
attended a public or a private institution—the grant should be set at one
level. If on Sx‘e other hand, the Legislature wishes the state to provide the
same level of support per student—regardless of whether the student
attends a private or public institution—the grant should be set at a very
different level. These scenarios reflect two extremes of a continuum.
There are many choices in between, The following discussion looks at the
bounds of the continuum in more detail. o ’

Maximum Student Choice. If the Legislature’s objective is to maximize
student choice, then it would be appropriate to base the maximum grant
on the average cost of educating an undergraduate student at UC and
CSU. (Average costs represent all costs associated with the full operations
of an institution.) Use of this methodology is based on the premise that
the average cost of educating a student at UC and CSU is generally
similar to the cost of educating a student at a private institution, and this
cost in turn, is reflected in the level of tuition charged by the private
institution. Therefore, since the maximum grant would be in the range of
the tuition charged by the private institutions, students would be.
Erovided maximum choice of where they would like to go to college

ecause their out-of-pocket costs would be approximately the same at the
public or private institution. We note, however, that by basing the
maximum grant on the average cost of educating an. undergraduate
student at a public institution, the state is paying more for a student to
attend a private institution than it would have cost to add an additional
student at a public institution. S SR

We estimate that the average operating cost of educating all students—
undergraduate and graduate—is roughly between $14,000 and $16,000 at
UC, and $6,000 and $7,000 at CSU. (We note that the average cost of
educating solely undergraduate students would be lower than these
figures, but such cost estimates are not available at this time.) A policy of
setting the maximum award based on average costs would require that
lC)lill'(lient maximum grants for private institutions be approximately dou--

ed. S ' o . i
Consistent State Support Per Student. If, on the other hand, the
Legislature’s objective is to provide some choice, but to only pay the same -
amount for an undergraduate student to attend a private institution as it
would cost the state to educate that one student in' a public institution,
then it would be appropriate to base the maximum grant on the marginal
cost of educating such a student at UC and CSU. This is because the
marginal cost of educating a student at UC and CSU is the cost
attributable to the addition of one extra student. The state currently uses -
a marginal cost methodology to augment the. budget for enrollment
increases at both UC and CSU. By setting the maximum: grant equal to .
the marginal cost, the state is providing in financial aid just that amount
which the state “saves” by a student being educated in a private
institution instead of a public institution. '

This concept assumes that there is a core group of students in the
existing public and private institutions that pay for the fixed costs of
operating a postsecondary institution. Thus, the students that' may be
redirected to private institutions through the provision of financial aid,
are only saving the state the marginal costs the state would have incurred
had those students gone to public institutions. We estimate that in 1988-89
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the marginal operating cost of educating an'undergraduate student at UC
and CSU is approximately $5,380 and $3,600 respectively.

Does the Legislature Wish to Establish A-Maximum Award Policy?
The Legislature has an opportunity during budget hearings to determine
its policy with regard to providing financial aid for students attendin
private institutions. The low cost and high cost bounds of the financial ai
continuum are reflected in the marginal cost and average cost alterna-
tives discussed above. If a policy is determined, the exact grant level can
be determined by legislative staff in conjunction with CPEC and the
higher education segments. If, on the other hand, more analysis of the
issue is desired before a policy decision is made, then we would
recommend that the Legislature direct CPEC to study the issue this year
and recommend a policy to the Legislature for its consideration next
year. : .-

Legislative Analyst Recommendations :

UC and CSU Grant Levels. We recommend that the Legislature set
and maintain the maximum Cal Grant A and Cal Grant B award levels
Jor those students attending UC and CSU to equal the systemwide
mandatory fee levels. To do this, we further recommend that $7,063,000
budgeted for UC and CSU financial aid for Cal Grant students be
transferred to the SAC budget. (Reduce Items 6440-006-001 by $2,584,000
and 6610-001-001 by $4,479,000, 7980-111-001 by $882,000, and 7980-121-
001 by $375,000, and augment Item 7980-101-001 by $8,320,000.) ‘

Private and Proprietary Grant Levels. Further, we recommend that,
in the absence of a clear legislative policy, the maximum Cal Grant A
and B award levels for students attending private and proprietary
institutions be increased by 6.7 percent in the budget year—the
percentage increase in General Fund support for UC and CSU. (Aug-
ment Item 7950-101-001 by $5,250,000 and reduce Item 7950-111-001 by
$4,930,000 and 7980-121-001 by $320,000.) - o :

' Cal Grant B Maximum Subsistence Allowance. Further, we concur
with the Governor’s Cal Grant B subsistence allowance proposal and
recommend that the maximum allowance for all Cal Grant B recipi-.
ents be increased by 4.5 percent. (Technical adjustment—augment Item.
7980-101-001 by $1,588,000 and reduce Item 7980-121-001 by $1,588,000.)

Excess Funding. Finally, we recommend deletion of (1) new Budget
Bill items proposed by the Governor because they are unnecessary, and
(2) remaining funds because they. are in excess of funding require-
ments, for a General Fund savings of $10 million. (Delete Items
7980-111-001 ($9,267,000) and 7980-121-001 ($733,000).)

‘Taken together, these recommendations result in a net General Fund
savings of $10.million as summarized in Table 8 below. -
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Legislative Analyst Recommendations
for Setting and Funding :
Max|mum Cal Grant A and Cal Grant B Awards ‘

in 1988-89
{Funding amounts in thousands)
Governor's
Current . Proposed .. Legislative Analyst Proposal
Maximum Maximum Maximum Funding.
Grant. Grant = Grant  Transfer New
Reclplents Attendmg UC and CSU : ‘ h
Cal GrantA & B : _
CSU. i e v e $326 $355 $684 $4,479 $385
UC . i 1,070 1,125 1,434 2,584 872
Recipients Attending Private Institutions
and Proprietary Schools
Cal Grant A : :
Private..........coeoevieninininn R 4370 5,400 4,663 S — 4,330
Proprietary.................. reearaenene 4,370 4,565 4,663 - 600
Cal Grant B o . . :
Private...........coevviinnnnnls reese e . 4110 5,100 4385 R 260
Proprietary : 4,110 4295 4,385 — 60
Recipients Attending All Segments
Cal Grant B : ) ’
Subsistence Allowance........0i......n0s 1,350 - 1410 - 1410 — 1,588
Totals, Funding Requirements .............coooiviiviieinreneineniiionnnes ‘ $7,063 $8,095
Less Amounts Provided.in Budget ......................... reeirenen. ~7,063 - —18,095

Total General Fund Savings......oovveeiieniiiin T FOUPT . —  —$10,000

Spe01f1cally, we recommend the followmg ' :

~UC and CSU Grant Levels—Set to Systemwide Mandatory Fee Level'
by Consolidating Funds, Currently UC and CSU receive annual Géneral
Fund appropriations to support their financial aid programs. With these
funds, goth UC and CSU provide additional support to many of thelr,
neeay Cal Grant A and Cal Grant B recipients in order to “fill the gap’
between the students’ Cal Grant award and their fees. As mentioned, in
1987-88 Cal Grants only cover $1,070 of UC’s $1,374 mandatory fee (about
78 percent) and $326 of CSU’s $630 fee (about 52 percent).

In order to effectively implement and monitor a policy of setting the
maximum Cal Grant award levels to equal the systemwide mandatory
fees at UC and CSU, we believe that all funds provided for Cal Grant A
and Cal Grant B recipients should be consolidated into the SAC budget
and allocated by SAC through the Cal Grant programs. This transfer of
funds for Cal Grant recipients from the UC and CSU budgets would inno -
way reduce the amount of funds currently provided for student financial
aid. (Please refer to our analysis of the UC and CSU budgets for a more
indepth discussion of this issue.)

In fact, consolidation should be beneficial to students. This is because
they would no longer have to wait until a decision is made on their
segmental grant in order to determine the total amount of aid that they
will receive to offset fees.

In the budget year, we estimate that $7.1 million will be available in the
UC and CSU budgets ($2.6 million and $4.5 million, respectively) to fill
the grant-fee gap. If these amounts are transferred to the SAC budget and
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consolidated with the funds provided. for the Cal Grant A and Cal Grant
B programs (including the 4.5 percent COLA provided in the SAC
budget for these purposes in the budget year), we estimate that there.
would be sufficient funds to fully fund maximum grant levels equal to the
systemwide mandatory fee levels ‘at UC and CSU—$1,434 and $684
respectively—in 1988-89. (The SAC, however, estimates that additional
funds may be needed to fully fund these maximum grant levels. We w111
attempt to reconcile these dy ifferences prior. o budget hearings.)

Private and Proprietary Grant Levels—Increase by 6.7 Percent. If a
legislative policy is not determined for setting the maximum grant level
for students attending private institutions during this year’s budget
hearings, we have no analytical basis for recommending a specific
increase in the maximum. grant for students attending private institu-
tions. We recognize, however, that (1) as described before, the purchas-
ing power of the maximum grant has declined, and . (2) the cost of
educating a student in private.institutions will increase in the budget
year. For these reasons we believe that it would be reasonable to increase
the maximum grant by some percentage in the budget year.

In the budget year, General Fund support-for UC and CSU will
increase by 6.7 percent. Accordingly, in the absence of a legislative policy
determination, we believe that it would be reasonable to use this amount
as a proxy for the cost increases that will be experienced by the private

' institutions and to increase the current maximum grant by this percent-
%1 This will require approximately $5.3 million in additional funding..
erefore, we recommend augmenting the Cal Grant A and B programs :

by this amount in the budget year for this purpose.

Cal Grant B Subsistence Allowance—Increase by 4.5 Percent The
Governor proposes to increase the maximum subsistence allowance for

~ Cal Grant B recipients in all segments by 4.5 percent. This would increase
the maximum allowance from $1,350 to $1,410. We believe that this
cost-of-living adjustment is-appropriate, and accordmgly we recommend
that $1.6 million be provided for this purpose.
| Excess Fundmg—Delete If all the above. recommendatlons are adopt-
ed, there will be a net increase of $15.2 million to the SAC-budget for Cal |
Grant A and B awards—$7 1 million transferred from the UC and CSU
budgets and $8.1 million in new fundmg—for a General Fund savings of
. $10 million. .
Options for Remaining Funds—Opportumty to Increase Access As.
mentioned above, if all of the above recommendations are adopted, there
will be a net savings of $10 million in the Cal Grant A and B programs. If
the Legislature opts to retain all or a portion of these funds for student-
aid, the Legislature could consider augmenting the Cal Grant B program
in order to increase the number of new awards. Providing some funding
in this area would balance the allocation of new student aid funding in a
manner, that addresses both the issues of student choice and student
access.
 The Student Aid COIIIInlSSlOIl as mentioned earlier, proposed  to
provide an additional 3,000 new Cal Grant B awards, increasing the total
aumber. of new authorized awards from 9,250 to 12, 550. This would be a
wufficient number of awards to provide approxzmately one grant to every
1.5 eligible applicants. (Currently, one out of every four eligible appli-
:ants receives a Cal Grant B award.) The SAC estimates that new awards_
vould require an augmentation of $4.1 million in the budget year. We -
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note that fotal costs in the second year, 1989-90, would be approximately
$8.5 million, increasing to a total cost of over $17 million in 1991-92 and
annually thereafter. ' ' '

2. California Student Opportunity and Acce#s Program (Cal-SOAP)

The California Student Opportunity and Access Program (Cal-SOAP)
attempts to increase the-enrollment of low-income and ethnic minority
students in postsecondary education by (1) giving them information
about colleges, and (2) raising their academic achievemeiit levels
through tutoring programs. ' , = g

Organized as locally-governed consortia of secondary and postsecon-
dary institutions, the Cal-SOAP participants reduce the duplication of
outreach efforts among the public and private institutions of postsecon-
dary education. In the current year, six consortia will receive $497,000 in
General Fund support and over $650,000 in matching support from
member educational institutions to serve approximately 22,400 students.

The Governor’s Budget proposes $587,000 in General Fund cErogram
support—3$577,000 for local assistance, an increase of $80,000 (discussed
earlier), and $10,000 for state administration. : - '

Sunset Extension Justified . )

-We recommend that the Legislature enact legislation to extend the
sunset date for the Cal-SOAP program to January 1, 1994, because (1)
the program is effectively meeting its intended purposes, and (2) under
current law the program will sunset on January 1, 1989. -~

Current law (1) requires the California Postsecondary Education
Commission (CPEC) to evaluate the Cal-SOAP program by December
31, 1987, and (2) repeals the program on January 1, 1989 unf:ass a statute
is enacted which deletes or extends that date. C ,

The Governor’s Budget provides full-year funding for the Cal-SOAP
-program in 1988-89. Current law, however, repeals the authorization for
the ‘program on January 1, 1989—half-way through the‘ budget year.
During the 1987 legislative session, the Legislature passed AB 102

(Chacon) which extended the sunset date of the Cal-SOAP program. The

Governor, however, vetoed the bill stating that it was premature to

reauthorize the program before CPEC completed its evafl)lation of the

program. o ‘ S ‘ _
CPEC has since completed its evaluation of the Cal-SOAP program.

CPEC finds that the program has been effective in designing and

implementing services that improve and. increase access to college for

low-income and ethnic minority students in California, and recommends

that the program be established permanently (sunset date clause for the
program be deleted from statute.) : ’

In concept, wé agree with CPEC’s recommendation. We, however, |
believe that the program should be extended for another five years, '

rather than established permanently. Continued use of' the sunset
provision, will provide the Legislature with the appropriate oversight to |
ensure that the program’ continues to effectively meet its intended |
purpose. Accordingly, in order for the Cal-SOAP program to continue
without disruption in the budget and future years, we recommend that [
the Legislature enact legislation to extend the sunset date of theg'

Cal-SOAP program until January 1, 1994.

|
|
f
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C. CALIFORNIA STUDENT LOAN PROGRAM (Items 7980-011-890 and
7980-011-951) :

We recommend approval.

The California Educational Loan Program assists students in meeting
postsecondary educational expenses through, federally reinsured, educa-
tional loans which are made available to students or their parents through
conventional lenders at no cost to the state. The California Educational
Loan Program includes, (1) the Guaranteed Student Loan (GSL)
program, (2) the Supplemental Loans for Students (SLS), (3) the Parent
Loan Program (PLUS), and (4) the Consolidated Loan Program. Table 9
displays the total number of loans and the dollar volume for the
combined loan programs. - '

Table 9
Student Aid Commission :
California Educational Loan Programs:
Volume of Loans Guaranteed
198283 through 1987-88
(dollars in millions)

Number of  Dollar . _Annual Dollar Change

' : Loans Volume  Amount Percent
1982-83........iveuies B PSP PN 231,700 $617.6 — —
1983-84. .vuiviiiiniii e . 258300 687.9 $70.3 11.4%
198485.........0u0in e 281,800 7562 68.3 99
1985-86. .. .uivniniiiiiiiiiniii 258,300 699.0 -572 —16
1986-87...0uvivninnii PO S . 257,500 698.0 -10 —0.1
1987-88 (eSt.) ....vvviniviiieninnnnan. I 262,400 711.0 B - 19

Totals ............ P 1,550,000 $4,169.7 - — —_

The majority of loans are provided through the GSL program—in the
current year GSL loans account for 85 percent of the number of loans,
and 83 percent of the loan dollar volume. The GSL program provides
interest-subsidized loaris to students that demonstrate financial need (the
federal government subsidizes the interest payments). The other three
programs do not provide interest subsidies and are available to any
student (or parent of a student, under the PLUS program) that wishes to

borrow funds.

Default Rates Continve to Be High

Table 10 displays the default rate in the GSL program by educational
segment for the current and previous three fiscal years. The table shows

that while the default rate increased dramatically for all segments from -

1984-85 to 1985-86, the rates, while still high, appear to have stabilized
during the current and past two fiscal years. In fact, the default rates are
| projected to decrease slightly in the current year for each of the
. segments. : ‘
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Table 10
Student Aid Commission - -
Default Rates for the Guaranteed Student Loan Program -
: By Segment L
" 198485 through 198788

Segment o 198485 198586 1986-87 198788 .
California Community Colleges ................. © 958% 31.2% 3L7% . . 310% .
California State University.....................0. © 98 128 1287 125
University of California...............c....o..ee 56 - 75 76 18
Private Institutions, Two-year ................... 148 - 17.8 185 177
Private Institutions, Four-year................... 82 104 . 105 99
Proprietary Schools ..........ocvvivviniiininene. 259 322 339 339
Statewide Averages...............oeveninis 13.4% 16.9% 17.4% 17.1%

Causes of Defaults. The SAC recently completed a major study of
student borrowing and debt in California. As:it relates to the causes of
defaults, the study found: '

The vast majority of all student borrowers meet their responsibilities
and repay their loans. ' y

Defaulters are more likely to have attended proprietary and voca-
tional schools, and community colleges than four-year colleges and
universities, but the differing default rates among the segments are
due primarily to the different populations of students served and are
only partially the product of institutional policy and practice. ‘
Students who borrow only in-the first year have a higher probability
of defaulting on loans, and most defaulters have borrowed only once.
Taken collectively, the findings suggest that many defaulters en-
rolled for only a single year or part of a year, and probably failed to
complete their planned educational program. o

- Defaulters consistently have lower family incomes than repayeré. For

example, 66 percent of all defaulters as compared to 40 percent of
repayers had family incomes of less than $10,000 at the time they took -
out their first loans. In addition, 4 percent of defaulters as compared |
to 17 percent of repayers had family incomes of $30,000 or more. . -
High student loan balances do not increase the incidence’ of default. .
On the contrary, over 75 percent of all defaulters borrow $2,500 or
less. Little more than one percent of defaulters borrow more than-
$10,000 in Guaranteed Student Loans. Overall, defaulters have
average debts of $2,871 while repayers have average debts of $3,907.

D. STATE OPERATIONS (ltems 7980-001-001 and 7980-001-951)
We recommend approval.. R ) . » :
The Student Aid Commission (SAC) administration provides the
services necessary to support the commission’s programs. Table 11 shows
the commission’s proposed administrative expenditures by program unit
for the prior, current, and budget years.



