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Operating Budget Data
($ in Thousands)

FY 00 FY 01 FY 02 % Change
Actual Working Allowance Change Prior Year

General Fund $54,292 $68,307 $80,975 $12,668 18.5%

Special Fund 754 730 730 0

Federal Fund 626 722 722 0

Total Funds $55,672 $69,758 $82,427 $12,668 18.2%

! The largest increase in fiscal 2002 funding is the continuing expansion of the Maryland HOPE
Scholarships Program ($9.6 million).

! The fiscal 2002 allowance includes a funding increase for the need-based Educational Excellence
Awards and Part-Time Grant Programas authorized in the Partnership Agreement between Maryland
and the U.S. Department of Education, Office of Civil Rights (OCR).
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Analysis in Brief

Issues

Need for Need-Based State Financial Assistance Has Not Diminished: Several recent events, including
the State's recent "D" rating for affordability in the 50-state report card have reinforced the importance
of the State providing need-based financial aid.

HOPE Scholarship Expansion Does Not Reflect Current Participation Level: The HOPE Scholarships
Program continues to grow despite lower than expected participation by students.

Recommended Actions

Funds

1. Reduce funding for the Fire and Rescue Squad Workers Tuition
Reimbursement Program.

$ 14,192

2. Reduce funding for the HOPE Community College Transfer
Scholarship.

$ 1,000,000

Total Reductions $ 1,014,192

Updates

Outreach Activities Plan for Guaranteed Access Grants Established by the Maryland Higher
Education Commission: In response to a request in the 2000 Joint Chairmen's Report, the commission
submitted a report that details a plan to improve outreach activities for the Guaranteed Access Grant
program, which is a component of the Educational Excellence Awards, and to incorporate a method of
reporting progress into the commission's Managing for Results (MFR) submission.

University of Maryland, Baltimore Report Cites Deficiencies in State Aid for Its Graduate and
Professional Students: In response to a request in the 2000 Joint Chairmen's Report, the University of
Maryland, Baltimore (UMB) submitted a report concluding that current State financial aid assistance to
its students is insufficient and proposes a new graduate/professional student scholarship program
specifically for its students.
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Operating Budget Analysis

Program Description

One of the Maryland Higher Education Commission's (MHEC) main functions is the administration
of numerous scholarship programs. Administration of the scholarship programs includes publicizing the
availabilityof awards, accepting applications, and verifying initial and continued eligibility. Because many
scholarships require post-graduate commitments, staff must also track completion of service obligations,
process claims for deferments, and collect repayment from those who fail to meet scholarship program
requirements.

This analysis of MHEC Scholarship Programs includes those programs that provide funds directly to
institutions of higher education to cover qualified educational expenses for scholarship recipients, provide
funds directly to students as reimbursement for the payment of tuition and mandatory fees, and provide
assistance for the repayment of student loans. The MHEC Scholarship Programs consists of over 20
programs. These programs are contained in 18 budget appropriations. The fiscal 2002 allowance
increases the funding for several programs, including a significant increase to the HOPE Scholarships
Program. A brief description of each scholarship programappears in Exhibit 1. The personnelassociated
with the administration of scholarship programs and other grant programs administered by the commission
are covered in a separate budget analysis entitled "Maryland Higher Education Commission."
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Exhibit 1

MHEC Scholarship Programs

Educational Excellence Awards

Guaranteed Access Grants Need-based and merit-based scholarships intended to meet
100% of financial need for full-time undergraduates from
low-income households. Qualified applicants must have a
cumulative high school grade point average of at least 2.5
on a 4.0 scale. The commission extended the income
limits for renewals to 150% of the federal poverty level to
prevent a student who may work in the summertime from
exceeding the original 130% income cap.

Educational Assistance Grants Need-based scholarships intended to meet 35% of financial
need for full-time undergraduates from low- to middle-
income families. The maximum award amount authorized
by statute is $3,000.

Senatorial Scholarships Senators select recipients from within legislative district.
Students may be pursuing undergraduate, graduate, or
professional degree.

Delegate Scholarships Delegates select recipients pursuing undergraduate,
graduate, or professional degree.

Distinguished Scholar Program Talent- or merit-based scholarship awarded to full-time
undergraduates.

Part-Time Students Grant Need-based grants provided to institutions to award to
qualified part-time undergraduate students.

Tuition Reimbursement of Fire,
Ambulance and Rescue Squad
Workers

Tuition reimbursement for fire, ambulance, and rescue
squad workers pursuing a degree in fire services or
emergency medical technology.

Jack F. Tolbert Memorial Provides grant to private career schools to award to full-
time students based on financial need.

Professional School Scholarships Need-based scholarships for those pursuing professional
degrees at certain Maryland institutions of higher
education.

Edward T. Conroy Memorial Scholarships for children of certain veterans or certain
public safety personnel.



RI.00.10 - MHEC Scholarship Programs

5

HOPE Scholarships Program

Science &Technology Scholarships Merit-based scholarships for full-time students planning to
pursue an undergraduate degree in selected fields of
science and technology. Qualified applicants must be high
school seniors.

Teachers Scholarships Merit-based scholarships for future teachers (enrolled or
planning to enroll full-time.)

Scholarship for Other Majors Merit-based and need-based ($80,000 annual family
income cap) scholarships for full-time students planning to
pursue undergraduate degrees in selected fields of study.
Qualified applicants must be high school seniors.

Community College Transfer
Scholarships

Merit-based and need-based ($80,000 annual family
income cap) scholarships for students enrolled in a
Maryland community college who enroll full-time at a
Maryland four-year institution. (Enacted in 2000 Session)

Distinguished Scholar-Teacher For Distinguished Scholar recipients enrolled in a teacher
education program.

S.C. McAuliffe Memorial Merit-based scholarships for future teachers.

Developmental Disabilities and
Mental Health Worker Tuition
Assistance

Tuition assistance for direct service workers pursuing a
human services degree or for students pursuing a human
services degree.

MD State Nursing Scholarships Merit-based scholarship for those pursuing a nursing
degree or diploma.

Loan Assistance Repayment Program

Employees of Government and
Non-Profit Sector

Need-based loan repayment assistance for graduates of an
institution of higher education in Maryland who work full-
time for the government or the non-profit sector in a
priority field as determined by the commission.

Primary Care Physicians Loan repayment assistance for those who currently serve
or who pledge to serve as primary care physicians.

Maryland Dent-Care Loan repayment assistance designed to increase access to
oral health services for Maryland Medical Assistance
Program recipients.

Child Care Providers Tuition assistance for those pursuing a degree in child
development or early childhood development or enrolled
in a program leading to a child development associate
credential.
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Physical and Occupational Therapy
Tuition Assistance

Tuition assistance for those seeking licensure as a physical
therapist, physical therapyassistant, occupational therapist,
or occupational therapy assistant.

Scholarships to Univ. of MD Medical
School

For medical students specializing in family practice at the
University of Maryland School of Medicine.

Source: Department of Legislative Services

Governor’s Proposed Budget

As shown in Exhibit 2, the fiscal 2002 allowance for the State's financial aid programs is $82.4
million, or 18% over the fiscal 2001 appropriation. The additional funding, which consists entirely of
general funds, enhances seven programs including the new HOPE Community College Transfer
Scholarship. A majority of the increase supports the HOPE Scholarships Programs.

HOPE Scholarships Program

The allowance contains $21.8 million for the HOPE Scholarships Programs. This is an increase of
$9.6 million, or 80%, over fiscal 2001. In fiscal 2002, the proposed budget provides funds for the existing
three HOPE scholarships (Science and Technology Scholarships, Teacher Scholarships, and HOPE
Scholarships for other majors) and the new Community College Transfer Scholarship Program. A
qualified applicant must:

! be a Maryland resident;

! attend or plan to attend and be accepted for admission or enrolled at an institution of higher education
in the State;

! have a cumulative grade point average of 3.0 on a 4.0 scale within specific time period; and

! pledge to work in the State in a field related to his or her major for every year in which a scholarship
is accepted or agree to repay the scholarships awards, plus interest (HOPE Transfer Scholarships not
included).

Students pursuing bachelors' degrees may hold the award for four years or one year beyond that for
five-year programs. Those pursuing associates' degrees may hold the award for up to three years if, as
determined by the commission, the program takes three years to complete. Scholarships may only be
renewed for students who maintain a 3.0 cumulative grade point average, complete 12 credits per
semester, make satisfactoryprogress toward their degree, and meet the other requirements of the program.
Students who fail to meet program requirements must repay the scholarship awards, plus interest.
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Exhibit 2

Governor's Proposed Budget
MHEC Scholarship Programs

($ in Thousands)

How Much It Grows:
General

Fund
Special
Fund

Federal
Fund Total

2001 Working Appropriation $68,307 $730 $722 $69,758

2002 Governor's Allowance 80,975 730 722 82,427

Amount Change $12,668 $0 $0 $12,668

Percent Change 18.5% 18.2%

Where It Goes:

HOPE Program Expansion

Community College Transfer (new program) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,029

Maryland Teacher (43% increase) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,563

Science and Technology (44% increase) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,491

Other Majors (129% increase) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 563

Other Scholarships

Educational Excellence Awards (5% increase) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,974

Developmental Disabilities and Mental Health Worker Tuition Assistance Program
(increase reflects anticipated number of renewal awards from current recipients plus new
awards) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

786

Delegate Scholarships . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 681

Senatorial Scholarships . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 363

Tolbert Memorial Grant (amount of award increased) . . . . . . . . . . . . . . . . . . . . . . . . . 100

Tuition Reimbursement of Fire, Ambulance, and RescueSquad Workers Program(reflects
annual increase in tuition at the University of Maryland College Park) . . . . . . . . . . . . 14

McAuliffe Memorial Teacher Scholarships (reduction due to State Department of
Education removal of three subjects from the list of approved critical shortage areas and
availability of HOPE Teacher awards) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (368)

Professional School Scholarships (decrease due to one-time transfer from HOPE Program
which increased the fiscal 2001 appropriation) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (300)

Other Changes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (228)

Total $12,668

Note: Numbers may not sum to total due to rounding.
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HOPE Science and Technology Scholarships: The Governor's proposed budget includes an
allocation of $4.9 million for HOPE Science and Technology Scholarships. Compared to the fiscal 2001
allocation, this represents an increase of almost $1.5 million, or 44%. The fiscal 2002 allocation provides
funding for an estimated 1,719 students. A portion of these awards will fund renewals for the fiscal 2001
scholarship recipients.

In the program's first year of funding (fiscal 2000), the budget included $5.1 million for the scholarship
awards. However, MHEC only awarded $2.1 million to 743 students. MHEC reported that 50% of the
scholarships were canceled because the students failed to achieve a 3.0 GPA in the first year of college.
As a result of the low participation in the program, a fiscal 2000 deficiency appropriation reduced the
Science and Technology Scholarships by $2 million and $360,500 was transferred to other scholarship
programs. MHEC funded 1,194 scholarships for fiscal 2001. For fiscal 2001, eligible academic programs
were expanded from engineering, computer science, and information technology to include mathematics
and the biological and physical sciences.

The eligible fields of study for the Science and Technology Scholarships are determined annually by
the commission in consultation with the Department of Business and Economic Development, the
Department of Labor, Licensing, and Regulation, and the appropriate commission advisory boards.
Eligible fields are selected based on factors such as high economic growth and the needs of the State's
science and technology industry and business community.

HOPE Teachers Scholarships: The fiscal 2002 allocation of $11.8 million provides scholarship
awards for an estimated 2,641 students. This is an increase of $3.6 million, or 43%, over the allocation
for fiscal 2001. The Maryland Teacher Scholarship is the most successful component of the HOPE
scholarships. An estimated 1,847 students are currently being funded. The Maryland General Assembly
increased the annual award for this scholarship during the 2000 legislative session from $1,000 to $2,000
for students attending two-year institutions and from $3,000 to $5,000 for students attending four-year
institutions in an effort to make this program more attractive to students pursuing teacher certification.

Unlike the other HOPE Scholarships, for which only seniors in high school may apply, the HOPE
Teachers Scholarship Program accepts applicants at all levels of study. These applicants must have a
cumulative grade point average of 3.0 on a 4.0 scale for a period of time that most closely corresponds
to their current level of educational attainment. The applicants must plan to pursue or be pursuing a
Maryland professional teacher's certificate and pledge to teach in a public elementary or secondary school
in Maryland for every year in which an award is received.

HOPE Scholarships for other majors: The allowance provides $1 million in general funds for general
HOPE Scholarships to be distributed to an estimated 408 students in fiscal 2002. This is an increase of
$563,000, or 129%, over the allocation for fiscal 2001. MHEC has made 178 awards to date for fiscal
2001. The program was established by Chapters 704 and 705, Acts of 1999. Fiscal 2002 is the second
year of a three-year plan to phase additional academic majors into the HOPE Scholarships Program.
Exhibit 3 shows the eligible majors for fiscal 2002 and 2003. Pursuant to Section 18-2210 of the
Education Article, a list of eligible fields of study were determined by the commission in consultation with
the appropriate advisory boards of the commission, the Department of Business and Economic
Development, and representatives of higher education and private industry. The list was developed based
on the economic needs of the State, employment shortage areas of the State, and the training and
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education capacity of the State's institutions of higher education. The commission anticipates an increase
in participation in this program due to the expansion of eligible academic majors.

Exhibit 3

Remaining Schedule for Implementing HOPE Scholarships for Other Majors

Year New Academic Majors Added

Fiscal 2002 Social sciences, fine and applied arts, foreign languages, letters, psychology,
communications, agriculture and natural resources, and home economics

Fiscal 2003 Interdisciplinary, theology, area studies, legal studies, architecture, and
environmental resources

Source: Maryland Higher Education Commission

Educational Excellence Awards

The Governor's proposed budget provides $38.8 million for Educational Excellence Awards. This
represents a general fund increase of $2 million, or 5.4 %, above fiscal 2001. A small portion of the
allowance, or $561,507, consists of federal funds from the Leveraging Education Assistance Partnership
(LEAP) Program.

The Educational Excellence Awards, authorized under Section 18-301 of the Education Article, were
established to provide need-based financial assistance for Maryland residents who are enrolled or plan to
enroll full-time at a State institution of higher education. This program is the largest scholarship program.
The allowance provides funding for approximately 22,357 awards, an increase of 6% over fiscal 2001.

Developmental Disabilities and Mental Health Workforce Tuition Assistance Program

The Governor's proposed budget provides $1.5 million in general funds for the Tuition Assistance
Program, a $785,750 increase, or 110%, over fiscal 2001. Created during the 1999 legislative session
(Chapter 550, Acts of 1999), the program was established to provide tuition assistance to direct service
workers who are current employees or who agree to become employees of community-based programs
that serve individuals with developmental disabilities or mental disorders. The goal of the program is to
promote workforce stability and to enhance service quality at community-based programs by improving
the educational attainment of their employees. The commission intends to award 70% of available funding
to those currently working as direct service employees in community-based programs. The allowance is
expected to fund 859 awards.
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Scholarship recipients must be State residents who intend to enroll full- or part-time in a degree
program in human services and must be accepted for admission at an eligible institution of higher
education in the State. Recipients must also pledge to work in an eligible community-based program for
a minimum of 2,000 hours or a maximum of 4,000 hours, depending on the total dollar amount of awards
received. Tuition assistance may provide up to $100 per credit hour. Tuition assistance cannot exceed:

! $2,000 in any one academic year for a student enrolled in a two-year program;

! $3,000 in any one academic year for a student enrolled in a program leading to a bachelor's degree;
or

! $6,000 in total tuition assistance.

For recipients who remain eligible, tuition assistance may be renewed for up to five years. Repayment
of tuition assistance, plus interest, will be required for each student who fails to: (1) earn at least 12 credit
hours in each academic year in which assistance is received; (2) make satisfactory progress toward
fulfilling the degree requirements of the institution of enrollment; or (3) meet the service obligation.

Legislative Scholarships

The Governor's budget includes $9.5 million in general funds for the Senatorial and Delegate
scholarship programs. This represents an increase of $1 million, or 12%, over fiscal 2001. A portion of
the $9.5 million budget, however, will likely fund other scholarship programs administered by the
commission. This may occur because legislators can request to transfer their allocation or a portion of
their allocation to other scholarship programs. Historically, numerous legislators have requested the
commission use their allocations to support other scholarship programs. To date, legislators have
requested the transfer of approximately $930,000 to the Educational Excellence Awards, Distinguished
Scholar Program, and the Loan Assistance Repayment Program (LARP) for fiscal 2001. Legislators
requested the transfer of over $980,000 to the Education Excellence Awards in fiscal 2000.

Senatorial Scholarships: The allowance includes $6.5 million in general funds for the Senatorial
Scholarship Program. The same amount was originally appropriated for fiscal 2001 and provides for the
amounts set forth in Section 18-404 of the Education Article.

Senators may award the scholarships to State residents who reside within their legislative district at
the time of application. Recipients must attend or plan to attend an educational institution in the State,
except in limited cases. The award amount can range between $400 and $2,000 annually and, within a
four-year period, the maximum amount a student receives in Senatorial scholarships must not exceed
$8,000 for undergraduate, graduate, or professional study. In the first year of his or her term, each senator
may award $34,500 to students. In subsequent years of the term, the commissions renews scholarships
for students who remain eligible, and senators may award new scholarships totaling $34,500, plus
carryforward from awards canceled the previous fiscal year.

Delegate Scholarships: The allowance includes approximately $3 million in general funds for the
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Delegate Scholarship Program. The budget for this program is roughly based on full-time tuition and
mandatory fees for State residents at the University of Maryland, College Park (UMCP). Because tuition
and mandatory fees for these students will increase by 4.0% from fiscal 2001 to 2002, the allowance for
the Delegate Scholarship Program reflects this change with an increase of $114,660, or 4.0%, over the
fiscal 2001 legislative appropriation. Under the proposed budget, the average allocation in fiscal 2002 for
each delegate would be about $21,140.

At the beginning of each four-year term, each delegate must select between two methods for awarding
scholarships. The first method, which has been selected by a vast majority of delegates, allows the
delegate to make awards equivalent to four four-year, full-time scholarships for each year of his or her
term. Under this method, each scholarship award covers either: (1) the full cost of tuition and mandatory
fees for students attending two-year and four-year public State colleges and universities; or (2) UMCP
tuition and mandatory fees for students attending private or out-of-state colleges and universities or who
are enrolled in a graduate program. The delegate may substitute two part-time scholarships for one full-
time scholarship, and mayaward a scholarship for summer school. The second method allows the delegate
to make awards equal to four times the current tuition and mandatory fees for a full-time undergraduate
Maryland student at UMCP. The awards may range from $200 to half the delegate's allocation, or
$10,570 for fiscal 2002. Under both methods, funds remaining at the end of each fiscal year are carried
forward until the end of the delegate's term in office.

Performance Analysis: Managing for Results

The commission provided performance indicators for each scholarship program. For most programs,
the performance data include the number of applicants, the number of awards offered, the number of
awards accepted, and the average award amount. The first three types of data measure the commission's
workload as it relates to the administration of scholarships. Exhibit 4 presents the commission’s
workload output as measured by the number of awards accepted. This particular workload output as
noted in last year's analysis is inconsistent. The data submitted for fiscal 1999 as part of last year's
Managing for Results (MFR) differ from the fiscal 1999 data submitted for this year. As mentioned in last
year's analysis, actual fiscal 1999 data submitted both this year and last year should not change. The
commission must continue to ensure that the original data provided to them by institutions is
accurate.
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Exhibit 4

Program Measurement Data
MHEC Scholarship Programs

Fiscal 1998 through 2002

Number of Awards Accepted

Actual
1998

Actual
1999

Est.
20001

Actual
2000

Wk.
20012

Est.
20022

Ann.
Chg.
98-00

Ann.
Chg.
00-02

Educational Excellence
Awards 20,172 20,893 20,008 20,919 21,182 22,357 1.8% 3.4%

HOPE Scholarships

Science and Technology n/a n/a 2,236 743 1,194 1,719 n/a 52.1%

Teachers n/a n/a 3,223 653 1,847 2,641 n/a 101.1%

Other Majors n/a n/a n/a n/a 178 407 n/a n/a

Transfer n/a n/a n/a n/a n/a 1,343 n/a n/a

Senatorial Scholarships 7,117 8,711* 6,467 6,268 6,020 6,237 -6.2% -0.2%

Delegate Scholarships 2,648 3,018* 3,556 3,238 3,186 3,975 10.6% 10.8%

Part-Time Grant 2,184 2,285* 2,253 1,969 4,000 4,000 -5.1% 42.5%

Distinguished Scholar 1,431 1,446* 1,400 1,436 1,413 1,400 0.2% -1.3%

Jack F. Tolbert Memorial 831 1,000* 816 1,000 1,000 1,000 9.7% 0.0%

Developmental Disabilities
and Mental Health Worker
Tuition Assistance n/a n/a n/a 79 409 859 n/a 229.7%

Nursing Scholarships 257 273 245 327 446 446 12.8% 16.8%

S. Christa McAuliffe
Memorial -- Teacher
Education 40 40* 44 66 290 208 28.5% 77.5%

Tuition Reimbursement for
Firemen and Rescue
Squadmen 175 160* 202 141 172 170 -10.2% 9.8%

Professional School 162 198* 173 449** 503 203 66.5% -32.8%

Loan Assistance
Repayment Program 102 79* 58 270 340 230 62.7% -7.7%

Child Care Providers 84 86* 108 72 69 69 -7.4% -2.1%
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Distinguished Scholar --
Teacher 81 78 78 80 78 78 -0.6% -1.3%

Edward T. Conroy 64 53 64 59 70 61 -4.0% 1.7%

Physical and Occupational
Therapy -- Tuition
Assistance 2 10* 10 12 5 5 144.9% -35.5%

Scholarships to Univ. of
MD Medical School 2 1 2 1 n/a n/a -29.3% n/a

*Indicates data that differs from data submitted in previous years.
**Data differs from data that was originally submitted because of increased funding.
1Estimated fiscal 2000 data taken from fiscal 2000 MFR book.
2Fiscal 2001 data includes a budget amendment adjustment not included in MHEC's MFR submission.

Source: Department of Budget and Management and Maryland Higher Education Commission

The number of estimated recipients for fiscal 2002 shown in the Fiscal 2002 Maryland Operating
Budget Book does not reflect the fiscal 2002 allowance because the estimates were based on budget
amendment adjustments to the fiscal2001 working appropriation which was not included in the final MFR
submission to the Department of Budget and Management. The fiscal 2002 estimated recipients presented
in Exhibit 4 includes the revised data.

Data such as the number of applications received and the number of awards are important input and
output measures; however, the commission should focus more on indicators that measure (1) the level of
award participation, and (2) public perception about the availability of awards (this is underscored by the
Joint Chairmen's Report Outreach Plan for the Guaranteed Access Grant Program completed by the
commission in August 2000). Additional indicators may allow the commission to be more proactive when
confronting issues such as low participation due to lack of publicity or duplication of award areas. The
need-based Educational Excellence Awards and the McAuliffe Memorial-Teacher Education Tuition
Assistance Programinclude an indicator that presents the number of awards offered along with the number
of applications and awards accepted.

The commission has also included performance outcomes such as the number of graduates who
participated in a scholarship program or the number of recipients who have completed their service
obligation. In the case of the HOPE scholarships, the commission has included indicators that would
quantify the change in the number of degrees awarded in workforce areas designated by the program.
However, most of the commission’s outcome measures are not complete because the data are not yet
available.

The commission has also incorporated new outcome measures taken from the recent 50-state report
card, Measuring Up 2000, and from the annual report published in the Postsecondary Educational
Opportunity. The new indicators measure the impact of higher education-related costs on families with
low-incomes. Data are only available for fiscal 1999.
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Issues

1. Need for Need-Based State Financial Assistance Has Not Diminished

For fiscal 2001, 65% percent, or $45.4 million, of State scholarship aid is in the form of need-based
awards. These programs include the Educational Excellence Awards, Senatorial Scholarships,
Professional School Scholarships, Tolbert Memorial Grant Program, and the Part-Time Grant Program.
The Governor's proposed budget includes $47.5 million for need-based aid. However as shown in Exhibit
5, the percentage of fiscal 2002 allowance dedicated to need-based aid has dropped to 58% while the
largest increases are for expansion of the HOPE Scholarships Program. One of the goals of the 2000
Maryland State Plan for Postsecondary Education is to provide affordable and equitable access for every
qualified citizen. Two of the objectives under this goal include: (1) providing adequate need-based
financial aid; and (2) improving access to higher education in under-served areas of the State. While the
majority of scholarship programs remain need-based, the rapid growth of other non-need-based
scholarship programs should be noted in the context of recent events that have placed a spotlight on higher
education opportunities for the State's low-income residents.

Exhibit 5

Distribution of Need-Based MHEC Scholarships

Source: Department of Budget and Management
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Office of Civil Rights (OCR) Agreement with State Includes Commitment to Need- Based
Financial-Aid

On December 6, 2000, MHEC approved the Maryland Partnership Agreement with the U.S.
Department of Education, Office of CivilRights (OCR Partnership Agreement). This agreement is a result
of OCR's review of the State to determine compliance with the federal civil rights act and the 1992
Fordice decision, due to Maryland's history of racial segregation in its public education system. The
agreement contains State commitments to provide African-Americans with the full opportunity to
participate in the areas of Maryland public higher education.

One of those commitments includes "strengthening recruitment and admission." MHEC is charged
with review in its current administration of financial aid to obtain data addressing African-American
student access issues, such as awareness of the availability of student aid, types of aid available, and the
application deadlines. The agreement requires the commission to submit this report by August 15, 2001.
The State is also charged with expanding the current pool of funding available for need-based financial
assistance for part-time, full-time, and transfer students including community college students and to look
at ways to alleviate difficulties that students encounter when applying for financial aid. The fiscal 2002
allowance includes an increase to the need-based Educational Excellence Awards as a result of this
commitment. The State, under the agreement, must conduct a study due December 21, 2001, that will
explore the feasibility of decentralizing the current need-based program to the campus level and review
the "best practices" of other states. The OCR Agreement's emphasis on state-based aid is important
because of the significant demographic shift over the next ten years among the traditional and non-
traditionalwould-be college populationwhichwill include more minorities specificallyAfrican-Americans.

State Receives a "D" for Affordability on National Report Card for Higher Education

Another indicator of the State's need to increase access to higher education based on financial need
is the "D" grade it received for affordability in Measuring Up 2000, a 50-state report card on higher
education produced by the National Center for Public Policy and Higher Education. This was the only
failing grade the State received in the report which included categories such as preparation, participation,
completion, and benefits. The report card based its affordability rating on three weighted measures:
(1) family ability to pay (50%); (2) strategies for affordability (40%); and (3) reliance on loans (10%). The
report notes that Maryland provides little financial aid assistance for its low-income families and students
as evidenced by its State aid targeted to low-income families as a percent of federal Pell Grant aid to low-
income families. Maryland had 40% compared to 106% averaged by the top states for this indicator. The
report also points out that most states do not make a significant investment in financial aid for needy
students. The proliferation of the HOPE scholarships and other merit-based financial aid programs among
many states like Maryland may contribute to this low investment.
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Task Force to Study College Readiness for Disadvantaged and Capable Students Submits
First Report

The task force, created by HB 1091 during the 2000 legislative session, was charged with developing
a comprehensive strategy to ensure that disadvantaged but capable students have adequate opportunities
to successfully matriculate and graduate from institutions of higher education. In its interim report,
submitted to the Governor and the General Assembly in December 2000, the task force included the
following short-term recommendations made by its Financial Aid Subcommittee: (1) the State should
continue efforts to increase need-based financial aid -- specifically full funding for the Educational
Assistance Grant (part of the Educational Excellence Awards) to meet maximum award of $3,000 as set
by statute; (2) the Joint Chairmen's Report Outreach Plan for the Guaranteed Access Program (part of
the Educational Excellence Awards) was endorsed; and(3) the financial aid commitments from the OCR
Partnership Agreement were endorsed. The task force must submit a final report by December 2001
which should include long-term recommendations.

The Department of Legislative Services (DLS) recommends that the Secretary of Higher
Education brief the budget committees on its upcoming review of its State financial aid programs
mandated by the OCR Agreement and reinforced by the Interim Report of the Task Force to Study
College Readiness for Disadvantaged and Capable Students and the findings from the national
higher education report card.

2. HOPE Scholarship Expansion Does Not Reflect Current Participation Level

The largest portion of the fiscal 2002 allowance increase is made up of the HOPE Scholarships
Program. The new Community College Transfer Scholarship makes up $4 million of the almost $10
million dollar increase. The remaining scholarship (Science and Technology, Maryland Teacher, and
HOPE for Other Majors) continue to increase despite the lower than expected participation as shown in
Exhibit 6. Almost $4.3 million from the fiscal 2001 HOPE allocation was transferred to meet additional
needs in other scholarship programs due to excess HOPE funds.

Exhibit 6

Difference Between Estimated and Actual HOPE Recipients

FY 00
Est.*

FY 00
Actual Change

FY 01
Est.

FY 01
Wk. Change

FY 02
Est.

Science & Technology 2,236 743 (1,493) 1,555 1,194 (361) 1,719

MD Teacher 3,223 653 (2,570) 2,185 1,847 (338) 2,641

Other Majors n/a n/a n/a 1,064 178 (886) 407

Transfer n/a n/a n/a n/a n/a n/a 1,343
* First Year
Source: Department of Budget and Management and Maryland Higher Education Commission
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The Secretary of Higher Education should be prepared to discuss why the commission expects
an increase in the number of recipients in the three existing HOPE Scholarships and the
methodology used in making their estimates.
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Recommended Actions

Amount
Reduction

1. Reduce funding for the Fire and Rescue Squad
Workers Tuition Reimbursement Program. Spending
on this program has been less than budgeted due to an
insufficient number of eligible applicants. The reduced
funding reflects the fiscal 2002 allowance increase over
the fiscal 2001 working appropriation which is slightly
more than half of the average amount of general fund
reversions from fiscal 1998 to 2000. A funding level is
not specified in the statute.

$ 14,192 GF

2. Reduce funding for the HOPE Community College
Transfer Scholarship. This reduction reflects the trend
of lower than anticipated participation in the other
HOPE Scholarship programs in their first and second
years of awarding scholarships. The remaining
appropriationprovides fundingfor approximately1,009
scholarship awards compared to 1,343 funded in the
allowance.

$ 1,000,000 GF

Total General Fund Reductions $ 1,014,192
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Updates

1. Outreach Activities Plan for Guaranteed Access Grants Established by the
Maryland Higher Education Commission

The 2000 Joint Chairmen's Report expressed the concern of the budget committees over the low
participation in the Guaranteed Access Grant Program which is intended to meet 100% of the financial
need of a student whose annual family's income is less than 130% of federal poverty level. In response
to the committee's request for a report on outreach activities, the commission formed a workgroup in
March 2000 comprised of representatives from the areas of scholarship, public relations, grants and
contracts, and K-16 along with representatives from the Maryland State Department of Education. The
new outreach plan includes a multi-media marketing plan, targeted to both students and others, which
includes news releases, public address announcements at high schools and middle schools, letters
addressed to parents, and print advertisements in school newspapers and other school publications. The
report notes that there is still some difficulty in securing an accurate estimate of the eligible pool for this
award due to the inability to quantify the portion of high school seniors who qualify for the free meals
component (family income less than 130% of federal poverty level) of the federal free and reduced meals
program and who have at least a 2.5 GPA. The report also emphasizes a proactive approach to outreach
by targeting schools in economically disadvantaged areas and to coordinate outreach activities with other
state agencies.

The 2000 JCR also asked MHEC to incorporate a method of reporting progress into its MFR
submission. The commission indicated in its outreach plan that performance indicators will be developed
to determine the effectiveness of the outreach activities. The commission has included some new
indicators from Measuring Up 2000, the national report card on higher education, under the Educational
Excellence Awards.

2. University of Maryland, Baltimore Report Cites Deficiencies in State Aid for Its
Graduate and Professional Students

In response to a request in the 2000 Joint Chairmen's Report, the University of Maryland, Baltimore
(UMB) completed a report that includes the following: (1) a review of the existing State and federal
financial aid programs currently available to graduate and post-graduate students enrolled in health and
human service and law programs; and (2) recommendations on how to make financial aid programs
effective in attracting and retaining students in these professions. The report notes that the existing State
scholarship aid only accounted for 1.4% of the total financial aid including institutional, private, federal,
and other aid available for UMB graduate and professional students. The report recommends the
establishment ofa UMB-specific graduate/professionalscholarship programto be administered byMHEC.
This proposed program would initially be funded at $1 million in the first year, increasing by that amount
until the fourth year annual $4 million funding level is reached.
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Appendix 1

Current and Prior Year Budgets
Current and Prior Year Budgets

MHEC Scholarship Programs

($ in Thousands)

General
Fund

Special
Fund

Federal
Fund

Reimb.
Fund Total

Fiscal 2000

Legislative
Appropriation $57,273 $700 $626 $0 $58,599

Deficiency
Appropriation ($2,000) $0 $0 $0 ($2,000)

Budget
Amendments $0 $63 $0 $0 $63

Reversions and
Cancellations ($981) ($9) $0 $0 ($990)

Actual
Expenditures $54,292 $754 $626 $0 $55,672

Fiscal 2001

Legislative
Appropriation $68,307 $700 $626 $0 $69,633

Budget
Amendments $0 $30 $96 $0 $126

Working
Appropriation $68,307 $730 $722 $0 $69,759

Note: Numbers may not sum to total due to rounding.
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Explanation of Fiscal 2000 and 2001 Budget Amendments

The fiscal 2000 appropriation was reduced by a negative general fund deficiency appropriation of $2
million from the HOPE Scholarships Program. The fiscal 2000 general fund appropriation also includes
various transfers between scholarship programs with the largest transfer to the Educational Excellence
Awards from the legislative scholarship programs. The commission reverted $980,616 for fiscal 2000 of
which almost 50% was the HOPE Scholarships Program.
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