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7.b 
 

Information/Action Item 
 

California Student Aid Commission 
 

Consideration of a recommendation to the Governor to revise the funding allocation in 
the federal College Access Challenge Grant application to augment outreach activities, 

and update on a request to the United States Department of Education for a waiver from 
the requirement for maintenance of effort for higher education funding by states 

 
 
 

The federal College Access Challenge Grant (Challenge Grant) funding supports three 
highly successful, critical initiatives that reach thousands of underrepresented students: 
the California Student Opportunity and Access Program (Cal-SOAP), California Cash for 
College, and the Assumption Program of Loans for Education (APLE).  The Governor’s 
proposed budget anticipates the continued use of the Challenge Grant funds for these 
programs. 

 
As indicated during your February 25, 2012 meeting, we are providing an update on 
critical issues regarding the Challenge Grant funding. 
 
Maintenance of Effort / Waiver Requirement 
 
To ensure that states expand services rather than use federal funds to displace state 
spending, the Challenge Grant program has two Maintenance of Effort (MOE) 
requirements for providing funding to public institutions of higher education and for 
financial aid for students attending private institutions of higher education. States are 
required to provide financial support each year for each of these requirements that is 
equal to the average amount provided over the five preceding state fiscal years. 
 
We obtained funding data from the University of California, California State University 
and the California Community Colleges.  Based on this data, California does not meet 
the MOE requirement regarding funding for public institutions of higher education. 
 
States can submit a waiver request to U.S. Department of Education’s (USED) when 
they do not meet the MOE.  USED guidelines (Tab 7.b.1) indicate states should submit a 
waiver request “outlining the exception or uncontrollable circumstances that prevented 
the State from maintaining its support for higher education.” Such circumstances include 
“a precipitous and unforeseen decline in a State’s financial resources.” In determining 
whether a waiver should be granted, USED “examines whether the reductions in support 
for public and private institutions were less than or equal to the percentage reduction in 
overall appropriations.”   
 
We have submitted a letter (Tab 7.b.1) to the Department of Finance (DOF) regarding 
the need for a waiver, a copy of the waiver guidelines and our offer of assistance in 
drafting the waiver request. We are working with DOF staff to finalize the overall state 
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appropriations and are drafting a waiver request letter. We will provide updated 
information on the waiver at the meeting. 
 
The waiver request must be submitted by the State’s Budget Officer (the Director of 
DOF) to USED by May 15, 2013. USED decisions regarding the approval of the waiver 
are typically provided in conjunction with the 2013-14 Challenge Grant Award 
announcements in August. 
 
Losing the funding will gut proven programs and devastate the higher education 
prospects for thousands of students.  Therefore, we are recommending letters be sent to 
California’s congressional delegation requesting support for our waiver request. 
 
Sequester Impact on 2013-14 Challenge Grant Funding 
 
USED has notified us that the Sequester will result in a 5.1% reduction in the overall 
funding for the Challenge Grant in 2013-14. The Challenge Grant is currently funded at 
$150 million and will be reduced by $7.65 million to $142.35 million.  The award amount 
for each state is based on a formula and there is a minimum of 1% for each state.  We 
currently receive approximately $15 million annually.  So, we expect our 2013-14 award 
amount will be reduced to about $14 million.  USED has not yet released the revised 
state amounts. 
 
Federal funds were appropriated for the Challenge Grant for two years beginning in 
2008-09.  We received approximately $7.2 million in 2008-09 and 2009-10.  In 2010-11, 
the program was funded for five years (through 2014-15) and funding was doubled. 
We’ve receive approximately $15 million annually. 
 
Due to the amount of funds available the first two years, the Challenge Grant funding 
was initially used only for Cal-SOAP and Cash for College.  Funding increased in 
2010-11 and the additional funds were used to offset a portion of the General Fund 
appropriation for the APLE program.  This resulted in an annual budget-saving measure 
of $7.2 million during a period when the General Fund revenues had significantly 
decreased. In 2011-12, a $460,000 Challenge Grant funding reduction was absorbed by 
Cal-SOAP. 
 
Appropriating Challenge Grant funds for APLE was a General Fund budget-saving 
measure. It now may be appropriate to return APLE support to the General Fund so that 
the State’s application for 2013-14 Challenge Grant funding can broaden activities to 
more closely align with federal priorities. 
 
We recommend that the 2013-14 Challenge Grant funding proposed for the APLE 
program be reduced to absorb the sequester funding reduction. 
 
 
2013-14 Challenge Grant Application 
 
States must apply annually for Challenge Grant funding.  The application deadline is 
typically around June 30th.  We typically draft the application and send it to the 
Governor’s Office for review.  The application provides information on how the funds will 
be used and the goals expect to be achieved.  
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Authorized uses of the Challenge Grant are: 
 

• Provide information to students and families re: postsecondary education and 
career preparation;  
 

• Promote financial literacy and debt management; conduct outreach activities; 
assist students in completing the FAFSA; 
 

• Provide need-based grant aid;  
 

• Conduct professional development for guidance counselors at middle and 
secondary schools, financial aid administrators, and college admissions 
counselors; and  
 

• Offer student loan cancellation or repayment or interest rate reductions for 
borrowers who are employed in a high-need geographical area or a high need 
profession. (Funds cannot be used to promote any lender's loans.) 

 
A key performance indicator for the program is the number of students completing the 
Free Application for Federal Student Aid (FAFSA). 
 
Prior year applications have been fundamentally the same containing information and 
goals for Cal-SOAP, Cash for College and APLE.  A copy of the 2012-13 Challenge 
Grant application is provided in Tab 7.b.2 
 
Challenge Grant funding is the critical linchpin for California’s highly successful outreach 
efforts and there is still a tremendous need for higher education and financial aid 
information to be provided to California students.  We are recommending that we 
strengthen our Challenge Grant application so the Challenge Grant funding can broaden 
our activities to more closely align with federal priorities. President Obama has called for: 
 

• Institutional accountability for keeping higher education affordable; 
 

• Tying federal financial aid to educational value; 
 

• More directly connecting higher education to career paths; and 
 

• Greater transparency so students/families can make better choices 
 
For the past three years, the Governor has requested the same level of support for Cal-
SOAP, California Cash for College and APLE.  We are recommending that the 
Commission consider making recommendations to the Governor regarding changing the 
distribution of funding.  
 
In March, we consulted with representatives from Cal-SOAP Project Directors and the 
Cash for College advisory board to discuss the 2013-14 Challenge Grant application.  
We discussed our thoughts on how to strengthen our application and more closely align 
activities to federal priorities. The attendees were asked to report back to their 
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counterparts and provide additional feedback to us in early April.  We will report on their 
feedback at the meeting. 
 
Provided below are some of our suggestions for additional activities that could be funded 
from the Challenge Grant. 
 
Follow-up assistance 
 
Fewer high school counselors are available to assist students after submitting the Free 
Application for Federal Student Aid.  Our Cash for College student surveys indicate that 
75 percent of the students attending a Cash for College workshop had little or no 
previous knowledge of how to apply for financial aid.  Follow-up phone calls to these 
students were needed to ensure they completed the Cal Grant application process by 
submitting a GPA Verification Forms and creating a WebGrants for Students account to 
access their Cal Grant award status.  Additional follow-up is needed to help students to 
enroll and attend college. This funding could be used to develop the following a chat 
platform to provide follow-up assistance.  
 
Each year, limited “After the Deadline Assistance” has been provided using electronic, 
interactive methods such as CollegeWeek Live events and in person assistance. To be 
successful, students must take critical steps to ensure they receive their federal and 
state aid, learn how to compare financial aid award offers and provide financial literacy 
for first time students.  Funding is needed to continue and expand After the Deadline 
Assistance. 
 
Governor Brown signed the Student Success Act of 2012, in part, to restructure the way 
student support services are delivered to improve the assistance that students receive at 
the beginning of their educational experience. Many of the Cal-SOAP projects provide 
services to California Community College (CCC) students through the Transfer Making It 
Happen model and could expand services to align with this new law. 
 
Statewide Data Platforms 
 
We are in the process of developing a Success Dashboard to provide automatically 
generated annual data for all to see progress and performance at a school by school, 
district by district and county by county view.  We are in the initial phase of this 
development using funding from ECMC and will need additional funding for 
enhancements. 
 
We have been working with high school districts who don’t have student social security 
numbers to provide district-wide uploads of student GPAs so we can match the records 
to FAFSA submissions for the Cal Grant Program.  We need additional funding to 
expand WebGrants to provide school districts access to the Cal Grant awards for 
students in their districts. 
 
Earlier & Targeted Outreach 
 
California male student populations, especially African American and Latino, are 
pursuing education and career training at lower rates than other males and females. 
Specific, targeted outreach material and activities are needed for this population as well 
as materials and online training for middle school outreach. 
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We will provide recommendations for changing the Challenge Grant application at the 
meeting that incorporates the information provided by the Cal-SOAP Project Directors 
and the Cash for College advisory board.   
 
As these activities will require new resources, we are recommending that the portion of 
Challenge Grant funding proposed in the Governor’s 2013-14 budget be reduced to fund 
these activities. 
 
Recommended Action(s):   Recommend the Commission take the following actions: 
 

• Submit a recommendation to the Governor to file a 
request with USED for a waiver from the Maintenance 
of Effort requirements for Challenge Grant eligibility. 
 

• Authorize staff to send letters to the California 
congressional delegation asking for support of 
California’s waiver request. 

 
• Submit a recommendation to the Governor to make 

changes to the 2013-14 Challenge Grant application as 
presented by staff at the April 25-26, 2013 Commission 
meeting. 
 

• Submit a recommendation to the Governor that the 
2013-14 Challenge Grant funding proposed for the 
APLE program be reduced to absorb the sequester 
funding reduction and to fund the new activities being 
proposed for in the 2013-14 Challenge Grant 
application. 
 

 
Responsible Person(s):   Janet McDuffie,Cheif 

   Administration & External Affairs 
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