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AGENDA ITEM 5. 
 

FY2014 APPROPRIATED FUNDS BUDGET DISCUSSION 
 
Submitted for:  Information 
 
Summary:   In early November, ISAC staff began meeting with counterparts at both the Illinois Board of 

Higher Education (IBHE) and the Governor’s Office of Management and Budget (GOMB) to 
discuss funding levels for ISAC for FY2014. ISAC’s recommendations will be considered by 
the IBHE when that board approves its FY2014 Budget Request for Higher Education at its 
February meeting, as well as by GOMB in developing the Governor’s FY2014 Budget, which  
will be presented to the General Assembly in mid-February. ISAC staff will also complete its 
Illinois State Legislature (ISL) Submission in mid-February.  
 
Notably, when ISAC requests money from State General Funds (the General Revenue Fund 
(GRF) and the Education Assistance Fund (EAF)) for a specific fiscal year, it is requesting 
actual dollars from the State’s main accounts. In the case of federal funds and Special Purpose 
State Funds, however, ISAC is requesting authority to spend cash that comes from sources 
other than General Funds (e.g., federal payments for services, or fees paid to receive specialty 
license plates). In many instances, the legislature authorizes spending at levels that exceed the 
cash that the agency actually receives or spends. Staff often seeks spending authority beyond 
what will be needed in the most likely budget scenario in order to have sufficient flexibility to 
meet most contingencies. 
 
The purpose of this item is to present staff’s recommendation for FY2014 funding priorities to 
the Commission for its consideration and discussion. Based on the Commission’s advice and 
counsel at this meeting, staff will provide a revised recommendation for the FY2014 
appropriated funding to the Commission for approval and action at the January meeting. The 
Commission’s recommendations will be shared with IBHE and GOMB staff to inform their 
recommendations, as well.  
 
In summary, the FY2014 appropriated funds budget totals $797.4 million, which represents a 
$22.4 million increase (2.9 percent) compared to FY2013. Specific components of this budget 
are discussed in this Item.  

 
Action requested:  None
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Item 5. 
 11/16/12 
 

ILLINOIS STUDENT ASSISTANCE COMMISSION 
 

FY2014 APPROPRIATED FUNDS BUDGET DISCUSSION 
 

Introduction 
 

The Illinois Board of Higher Education (IBHE) is scheduled to approve a Fiscal Year 2014 Budget 
Request for Higher Education at its February meeting. The Governor is scheduled to present his FY2014 
Budget to the General Assembly in mid-February. ISAC staff will also complete the agency’s Illinois State 
Legislature (ISL) Submission in mid-February. In preparation for these events, ISAC staff began meeting with 
both the IBHE and the Governor’s Office of Management and Budget (GOMB) in early November to discuss 
funding levels for ISAC for FY2014. 

 
The General Assembly will deliberate and hold hearings throughout the spring on a number of issues, 

including the State budget. It is expected that the legislature will pass a budget before it adjourns at the end of 
May, allowing time for the Governor’s consideration before the new State fiscal year begins July 1, 2013.  

 
In developing these FY2014 ISAC funding recommendations, staff considered a number of 

environmental and economic factors that will continue to affect ISAC’s programmatic and administrative 
funding needs. The funding recommendation also includes an additional State investment in need-based aid to 
help populations who have been historically underrepresented in higher education. 

 
Economic factors generally continue to point to the Illinois economy continuing a sluggish pace of 

growth throughout the remainder of FY2013. State revenue is currently projected to increase by nearly two 
percent in FY2013. Unfortunately, if this rate of growth continues for FY2014, the increase in the statutory 
contribution to pension funds will exceed the expected growth in revenue, which could result in even fewer 
dollars being available for ISAC programs and administration.  

 
As ISAC staff continues to meet with Illinois policymakers and their staffs, it is seeking input from the 

Commission to ensure its funding recommendation is consistent with Commission expectations. Staff will 
provide a recommendation for FY2014 appropriated funds for Commission approval at the January meeting. In 
the event that available funding is insufficient to meet the agency’s requested levels, staff needs the 
Commission’s input to prioritize available funding. 

 
The following agenda item presents a FY2014 Appropriated Funds Budget for Commission 

consideration in four separate sections: I) Scholarship and Grant Programs; II) Administrative Support and 
Outreach; III) Federal Student Loan Fund Program Funds; and IV) Special Purpose State Funds.  

 
Table 1 on the following two pages provides a summary of the FY2014 discussion funding request, as 

well as a funding level for FY2014 which staff believes is needed to keep pace with anticipated increases in 
college costs. This table also compares the discussion maintenance budget to the FY2013 appropriation. 

.  
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Line Item
FY12 Budget 

Approved
FY13 Budget 

Approved
FY14 Budget 
Maintenance Amount Percent

STATE  GENERAL FUNDS 
Monetary Award Program* $386,680,000 $371,309,400 $392,464,100 $21,154,700 5.7%
Personal Services $0 $0 $3,244,300 $3,244,300 NA
Social Security $0 $0 $248,200 $248,200 NA
Contractual Services $0 $0 $573,400 $573,400 NA
College Illinois! Marketing $0 $0 $4,000,000 $4,000,000 NA
Outreach $0 $0 $6,300,000 $6,300,000 NA

TOTAL GENERAL REVENUE FUND $386,680,000 $371,309,400 $406,830,000 $35,520,600 9.6%

Illinois Incentive for Access Grants $0 $0 $0 $0 NA
Teacher Loan Forgiveness Program $500,000 $500,000 $500,000 $0 0.0%
Minority Teacher Scholarships $2,500,000 $2,500,000 $2,000,000 ($500,000) -20.0%
Illinois Future Teachers Corps Scholarships $2,000,000 $0 $0 $0 NA
Golden Apple Scholars Of Illinois (Beginning FY13) $0 $4,900,000 $4,900,000 $0 0.0%
Student to Student Grants $1 $0 $0 $0 NA
Dependents Grants $950,000 $1,050,000 $1,100,000 $50,000 4.8%
National Guard Grants $4,400,000 $0 $0 $0 NA
Illinois Veteran Grants $6,000,000 $0 $0 $0 NA
Nurse Educator Scholarships $0 $0 $0 $0 NA
Nurse Educator Loan Repayment Program $300,000 $300,000 $300,000 $0 0.0%
Veterans' Home Nurse Loan Repayment Program $50,000 $30,000 $30,000 $0 0.0%
Bonus Incentive Grants $325,000 $0 $0 $0 NA
Illinois Scholars Program $3,160,000 $40,000 $40,000 $0 0.0%
Governors Discretionary Appropriation $0 $0 $0 $0 NA

TOTAL EDUCATION ASSISTANCE  FUND $20,185,001 $9,320,000 $8,870,000 -$450,000 -4.8%

TOTAL STATE GENERAL FUNDS $406,865,001 $380,629,400 $415,700,000 $35,070,600 9.2%

Difference

Table 1:
ILLINOIS STUDENT ASSISTANCE COMMISSION
STATE FISCAL YEAR 2014 BUDGET DISCUSSION

* In discssions with IBHE and GOMB, staff has also suggested increasing MAP funding to $442.5 million in FY2014. This would result from an 
additional $50 million investment in MAP as suggested by the Governor in FY2013.  
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Line Item
FY12 Budget 

Approved
FY13 Budget 

Approved
FY14 Budget 
Maintenance Amount Percent

FEDERAL FUNDS
STUDENT LOAN OPERATING FUND 
Personal Services $17,208,900 $17,208,900 $17,208,900 $0 0.0%
Retirement $4,883,400 $4,883,400 $6,500,000 $1,616,600 33.1%
Social Security $1,316,600 $1,316,600 $1,316,600 $0 0.0%
Group Insurance $4,867,400 $4,867,400 $5,500,000 $632,600 13.0%
Contractual Services $12,630,700 $12,630,700 $12,630,700 $0 0.0%
Travel $311,000 $311,000 $311,000 $0 0.0%
Commodities $282,200 $282,200 $282,200 $0 0.0%
Printing $501,000 $501,000 $501,000 $0 0.0%
Equipment $540,000 $540,000 $540,000 $0 0.0%
Telecommunications $1,897,900 $1,897,900 $1,897,900 $0 0.0%
Operation of Auto Equipment $38,400 $38,400 $38,400 $0 0.0%
Federal Loan System Development & Maintenance $3,500,000 $3,500,000 $3,500,000 $0 0.0%
Default Fees $10,000,000 $0 $0 $0 NA
Operationsl Expenses, MAP & Permanent Improvements $33,500,000 $0 $0 $0 NA
Collection Agency Fees/Default Aversion Fee Reversals $15,000,000 $15,000,000 $15,000,000 $0 0.0%

TOTAL $106,477,500 $62,977,500 $65,226,700 $2,249,200 3.6%

FEDERAL STUDENT LOAN  FUND 
Loan Guarantee Program $290,000,000 $290,000,000 $290,000,000 $0 0.0%

TOTAL $290,000,000 $290,000,000 $290,000,000 $0 0.0%

FEDERAL SCHOLARSHIPS AND GRANTS
Federal College Access Challenge Grant Program $15,000,000 $15,000,000 $15,000,000 $0 0.0%
John R. Justice Student Loan Repayment Program $0 $500,000 $500,000 $0 0.0%
Federal LEAP/SLEAP - Monetary Award Program $4,000,000 $0 $0 $0 NA
Transfer to ED -Paul Douglas Funds Collected $400,000 $400,000 $400,000 $0 0.0%
Federal  Robert C. Byrd Fellowships $3,000,000 $0 $0 $0 NA

TOTAL $22,400,000 $15,900,000 $15,900,000 $0 0.0%

TOTAL FEDERAL FUNDS $418,877,500 $368,877,500 $371,126,700 $2,249,200 0.6%

OTHER STATE FUNDS
ISAC Accounts Receivables $300,000 $300,000 $300,000 $0 0.0%
Higher Education License Plate Program $80,000 $90,000 $90,000 $0 0.0%
Optometric Education Scholarship Program $50,000 $50,000 $50,000 $0 0.0%
IVG- National Guard Grant Fund $20,000 $20,000 $20,000 $0 0.0%
Illinois Future Teachers Corps Scholarship Fund $60,000 $60,000 $140,000 $80,000 133.3%
Contracts and Grants Fund $25,000,000 $25,000,000 $10,000,000 -$15,000,000 -60.0%

TOTAL OTHER STATE FUNDS $25,510,000 $25,520,000 $10,600,000 -$14,920,000 -58.5%

GRAND TOTAL APPROPRIATED FUNDS $851,252,501 $775,026,900 $797,426,700 $22,399,800 2.9%

NON APPROPRIATED FUNDS
College Illinois! Administration $8,212,800 $5,873,400 TBD TBD TBD
IDAPP Administration $4,668,174 $3,430,200 TBD TBD TBD

Difference

Table 1 (continued):
ILLINOIS STUDENT ASSISTANCE COMMISSION
STATE FISCAL YEAR 2014 BUDGET DISCUSSION
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I. Scholarship and Grant Programs 
 

As shown in Table 1, the number of scholarship and grant programs funded by Congress and the 
Illinois General Assembly has continued to diminish the past two years. Both the federally-funded Robert C. 
Byrd Scholarship and Leveraging Educational Assistance Program (LEAP) have been discontinued, and staff 
is not recommending seeking spending authority for these programs for FY2014. The remaining federal 
program for which staff is recommending seeking authority is the John R. Justice Loan Repayment program.  

 
For State programs, although ISAC retains responsibility related to processing applications, 

determining eligibility, and tracking entitlement units for the Illinois National Guard (ING) Grant Program and 
the Illinois Veteran Grant (IVG) Program, no funding was provided to ISAC in FY2013 for either program. 
(The General Assembly did appropriate $750,000 to the Illinois Community College Board to partially 
reimburse eight downstate institutions with especially significant IVG claims.) Although eligible applicants are 
entitled to waivers of tuition and mandatory fees under both programs, any IVG or ING costs that are not 
reimbursed by the State are absorbed or offset by the public institutions.  

 
Funding for the Bonus Incentive Grant (BIG) Program was also eliminated for FY2013. 
 
For purposes of discussion, staff is not recommending restoration of funding for any program which 

has been eliminated during these recent difficult years. Instead, staff believes that any available funding should 
be focused on existing programs, primarily the Monetary Award Program (MAP). The Discussion Budget 
provides a slight increase in funding for the Grant Programs for Dependents of Fire, Police, or Correctional 
Officers. A small increase is necessary in these programs to meet anticipated increases in tuition and fee costs. 
This increase will diminish the likelihood that proration would be necessary in these programs, which serve 
citizens who have sacrificed much in service to others. Based on recent lapses in Minority Teachers of Illinois 
(MTI) Scholarships, funding in this program is diminished in the Discussion Budget. Current projections 
indicate all eligible applicants will be served at this proposed funding level. 

 
Regarding MAP, the Discussion Budget provides $392.5 million in FY2014. Between FY2011 and 

2012, average tuition and fee increases weighted by enrollment increased 5.4 percent and between FY2012 and 
2013, average tuition and fee increases weighted by enrollment increased 5.9 percent. Based on these recent 
increases, staff estimated that an increase of 5.7 percent, or an additional $21.2 million, would be needed to 
keep the purchasing power of MAP from further eroding. Consistent with the Governor’s FY2013 funding 
recommendation, the Commission could potentially direct that staff advocate for an additional $50 million in 
MAP for FY2014 as an additional investment in college affordability for needy Illinois students.  Additional 
investment in need-based aid is directly supportive of and critical in helping Illinois to achieve its Budgeting 
for Results goals of reaching 60 percent of Illinois adults with a degree or meaningful credential by 2025 and 
reducing the achievement gaps between different groups of Illinois students. 

 
At this time, however, staff is not recommending a specific allocation of the $392.5 million in 

requested funding among MAP formula parameters. Final allocation of the FY2014 MAP appropriation will 
not occur until after the end of the legislative session, when the MAP Recompute Formula is approved by the 
Commission.  At that time, staff and the Commission may take into account recommendations from the MAP 
Task Force that has been convening for several months and will report to the General Assembly in January. It 
is unlikely that ISAC will be able to fully implement any substantive changes to MAP recommended by the 
Task Force in FY2014.  
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II.  Administrative Support and Outreach 
 

ISAC last received an administrative appropriation from General Funds of $4.5 million in FY2005. 
Since FY2006, ISAC has administered state and federal grant, loan, and student recognition programs entirely 
without State General Funds support.  ISAC’s administration, management and oversight of appropriated 
funds, including administration of MAP, has been paid for by revenues earned through the Federal Family 
Education Loan Program (FFELP) and deposited into the agency’s Student Loan Operating Fund (SLOF).   

 
Several years ago, Congress passed legislation that provided that no new loans would be issued 

through FFELP, setting the agency on course for a gradual reduction in future FFELP revenues and a need to 
get General Funds support in future years.  ISAC highlighted this situation in its FY2013 budget submission 
and related appropriation hearings.  While the timing of needing General Funds support was unclear, the future 
need was inevitable. 

 
In addition, further and more dramatic reductions in FFELP revenues appear likely to occur once 

Congress finalizes the federal budget for Federal FY2013: The federal government has not passed a Federal 
FY2013 budget and is currently running on a Continuing Resolution. One of ISAC’s primary revenue streams 
(payment for rehabilitating the defaulted loans of borrowers) appears likely to be cut, resulting in a reduction of 
approximately $8 million annually for ISAC, or more than 20 percent of the agency’s operating budget.  Cuts 
to these rehabilitation payments were proposed in the President’s budget for the year and have already been 
approved by a Senate appropriations subcommittee.  It is almost certain that this proposed cut will not be 
restored once the federal government’s budget is finalized. Even if the budget is not finalized until March, 
there is the potential that this cut will be implemented in early January as a result of sequestration or as a result 
of negotiations to prevent sequestration.  If these federal funding reductions occur without General Funds 
administrative support to supplant those dollars, ISAC will be unable to fulfill all of its current responsibilities 
for an extended time. 

 
ISAC expects to be able to continue to subsidize scholarship and grant operations through the end of 

State FY2013. However, federal funding reductions would make a state appropriation for administration 
critical to ISAC’s financial viability in FY2014. Although the federal government will likely act to reduce 
ISAC’s revenue into SLOF, it will not reduce its responsibilities and its contractual obligations to the federal 
government as a Guaranty Agency. ISAC will still have to process and pay lender claims. Failure to continue 
this important function can quickly accrue a substantial financial liability for the State. It must also continue to 
counsel Illinois borrowers on default aversion. Unfortunately, it must also continue to collect funds from 
defaulted borrowers. Given that ISAC would need to continue these important functions, there simply will not 
be enough money in SLOF to also pay ISAC employees who continue to assist state scholarship and grant 
operations either directly or indirectly.  

 
ISAC’s management team has grown adept at containing and significantly cutting costs, but the agency 

simply cannot afford to absorb $8 million in lost revenue. Since FY2007, ISAC’s authorized headcount paid 
from appropriated funds has declined by nearly one-quarter or 25%. ISAC completed multiple rounds of 
employee layoffs.  During this same time, ISAC reengineered agency processes, resulting in a significant 
increase of staff devoted to meeting the counseling needs of Illinois students despite the reduction in headcount 
paid from appropriated funds. Since FY2007, ISAC also reviewed and recalculated our property management 
contract to recoup $75 thousand in property management fees; downsized the square footage of Springfield 
office to save tens of thousands per year; and vacated one and one-half floors of the Deerfield office to save 
over $100,000 per year in heat, cooling, janitorial and security. 

 
ISAC will continue to explore ways to manage and reduce expenditures, but, again, it simply cannot 

absorb another $8 million annual revenue reduction and maintain the same level of service. Because ISAC’s 
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Guaranty Agency functions are its main source of revenues, any reductions in force in areas related to those 
functions would result in a reduction of revenue, which will require an additional RIF, which could not 
realistically be implemented. Support areas such as Accounting, Information Technology, Compliance, and 
Human Resources have already been substantially affected by past RIFs. Any further reductions would 
increase the likelihood of substantive audit findings related to ISAC’s state and federal statutory 
responsibilities. 

 
To ensure that the agency can continue to appropriately administer state funds despite diminishing 

federal revenue, staff recommends requesting $3.5 million from General Funds for salaries and benefits. This 
amount represents the contribution that more than 100 ISAC staff members make towards administering State 
Scholarship and Grant Programs. Staff also recommends that $573,400 be sought in General Funds contractual 
services to pay contractual costs related to scholarship and grant administration. 

 
Even though ISAC is seeking personal services funding from State General Funds, it is not seeking a 

decrease in personal services spending authority from SLOF. ISAC has applied for a Voluntary Flexible 
Agreement (VFA) with the federal government. Ideally, a VFA with the federal government would alter the 
contractual provisions between ISAC as a Guaranty Agency and the federal government, as well as allow ISAC 
to generate additional revenue into SLOF. At this time, it is unclear whether ISAC will enter into a VFA, or if 
it does, what specific provisions will be contained in the VFA. ISAC would like to maintain sufficient 
flexibility in spending authority from its personal services appropriations from SLOF to allow it to hire any 
staff necessary to comply with the VFA should ISAC qualify. Notably, as in years past, if ISAC does not 
generate sufficient revenue, it will not hire additional staff or utilize this spending authority. 

 
Uncertainty at the federal level also poses risks for ISAC’s College Access and Outreach 

programming.  Of the $14.4 million in General Funds that staff recommends be requested for operations in 
FY2014, $6.3 million is related to Outreach. This portion of the request includes two pieces. The first piece, 
$2.3 million, is the non-federal match required to qualify for the federal College Access Challenge Grant 
(CACG). For the past three years, SLOF has been providing the State’s match, but it will become increasingly 
challenging for SLOF to continue to pay that share as FFELP revenues decrease.  

 
The second $4.0 million being requested is essentially contingency planning. CACG is a federal 

formula grant and ISAC has been designated as the Illinois recipient of funding for this grant. Our state's 
innovative approach to outreach using these grant funds—the Illinois Student Assistance Corps, or 
ISACorps—has been lauded nationally as a model program. Still, given the federal budget situation, there is a 
potential that funding for the grant for FFY2013 could be reduced or eliminated at the national level. Should 
the federal government discontinue this grant nationally, we would like to ensure the state’s ability to continue 
the important work of the ISACorps to narrow achievement gaps and to advance towards the state’s 60 percent 
by 2025 goal. The efforts of the Corps are in direct support of both of these Budgeting for Results goals.  In the 
event that the federal CACG grant would emerge from federal budget negotiations unscathed, ISAC would 
work with State policymakers to determine the best use of this $4.0 million in contingency funding. The 
appropriation could be lapsed, or authority could be sought in next year's Veto Session to move the dollars to 
MAP. 

 
Finally, the recommendation includes $4.0 million from General Funds in FY2014 for College Illinois! 

marketing. Given the moral obligation of the State to the program and its current unfunded liability, it is critical 
that additional contracts are sold. A solid marketing plan and substantial media buys will help the program to 
sell the number of contracts needed to effectively bolster the Fund. This funding for marketing would help the 
program to maintain the integrity of the Prepaid Tuition Trust Fund by generating additional sales without 
putting additional pressure on the Fund for administrative costs. This would be in addition to marketing dollars 
already being spent from the Prepaid Tuition Trust Fund. 
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III.  Federal Student Loan Program Funds 
 
In addition to needing spending authority from SLOF for administrative expenses, ISAC needs 

authority to spend dollars from the Federal Student Loan Fund (FSLF) and SLOF to pay programmatic 
expenses, as well as to make interfund transfers and payments to the U.S. Department of Education.  

 
Spending authority is needed from the Federal Student Loan Fund for three primary purposes: Lender 

Reimbursements, Transfer of ISAC’s Share of Collections from FSLF to SLOF, and Transfer of Default 
Aversion Fee Revenues from FSLF to SLOF. 

 
The Commission needs programmatic spending authority from SLOF for reversals of Default Aversion 

Fees and payments to Outside Collection Agencies. 
 
In addition to the $52.2 million being requested in spending authority from SLOF for administration, 

ISAC will need additional spending authority for programmatic expenses related to FFELP in FY2014. The 
spending authority presented in the Discussion Budget for programmatic purposes from SLOF and FSLF for 
FY2014 totals $305 million. The recommended amounts are equivalent to the spending level sought and 
provided in FY2013. 

 
Again, it is unlikely that ISAC will fully utilize the spending authority being recommended for these 

funds. The recommended levels are greater than what will likely be needed, while still allowing sufficient 
authority to meet most contingencies. 

 
 

IV.  Other State Funds 
 
ISAC also requires spending authority from several Special Purpose State Funds. The cash which will 

be spent from them is received from sources other than General Funds, and in some instances, the actual cash 
disbursed will be less than the spending authority sought and provided through the legislative process. 

 
 

Non-Appropriated Funds 
 

ISAC is also responsible for two non-appropriated functions, the Illinois Designated Account Purchase 
Program (IDAPP) and the College Illinois! Prepaid Tuition Program (CI!). By statute, specific spending 
authority is not required annually for these two ventures to allow for additional flexibility in potentially volatile 
markets. Staff will be providing specific FY2014 budget requests for IDAPP and CI! closer to the beginning of 
FY2014. 
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