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The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly

State Capitol

Sacramento, California 95814

Dear Governor and Legislative Leaders:

As requested by the Joint Legislative Audit Committee, the California State Auditor (state auditor)
presents this audit report concerning extended education at the California State University (CSU).
Extended education courses and programs are self-supported and are typically paid for by students
or third parties, such as employers. We examined extended education at the CSU’s Office of the
Chancellor (Chancellor’s Office) and three of the 23 campuses: CSU Long Beach, CSU Sacramento,
and San José State University (San José State). This report concludes that although state law and
executive ordersissued by the Chancellor’s Office prohibit campuses from supplantingstate-supported
courses with self-supported courses during the regular academic year, they do not define the word
supplant. It is not clear whether the state law and executive orders intended to prohibit a campus
from replacing all state-supported sections of a course that it would normally offer during the
regular academic year with self-supported versions of the same course, or whether replacing some
of the sections of that course with self-supported versions would also violate the prohibition. Using
a narrower definition, we identified 26 courses where potential supplanting may have occurred.
Using a broader definition, we identified 914 instances when the number of state-supported sections
of a course declined and the number of self-supported sections for the same course increased from
one year to the next.

Contrary to the CSU student fee policy, the three campuses did not always prepare statements of
revenues and expenditures when setting fees for extended education programs. Also, two of the
three campuses raised student fees using unjustified methodologies. Further, the Chancellor’s Office
can improve its oversight of extended education fees by reviewing each campus’s inventory of fees to
determine their appropriateness. Until it does so, the Chancellor’s Office cannot identify extended
education fees that may be more than adequate to cover the costs of courses and programs. Finally,
campuses need to improve their oversight of extended education expenditures. Because of insufficient
documentation, we were unable to conclude that 10 of the 41 extended education transactions we
tested were reasonable, allowable, or related to the support and development of extended education
instructional programs.

Respectfully submitted,

ELAINE M. HOWLE, CPA
State Auditor

621 Capitol Mall, Suite 1200 Sacramento, CA 95814 916.445.0255 916.327.0019 fax www.auditor.ca.gov
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Summary

Results in Brief

The California State University (CSU) is a system of 23 campuses
located throughout California. The State appropriates money in
the annual budget from the State’s General Fund to the CSU to
provide higher education. CSU in turn allocates that money to the
campuses to provide state-supported courses and programs,
which make up the majority of courses and programs CSU offers.
In addition, CSU campuses offer extended education courses and
programs that must be self-supported; students or third parties,
such as employers, typically pay for these courses and programs.!
Although CSU does not have an explicit definition of extended
education,? according to a 2002 executive order issued by the
CSU’s Office of the Chancellor (Chancellor’s Office), extended
education programs include all self-supported instructional
programs designed and used to provide increased access to the
educational resources of the system and to otherwise facilitate
use of those resources. Examples of extended education include
off-campus instruction, distance education, programs offered

on irregular calendars or schedules, multi-campus and regional
programs, international education, and other programs designed
to serve students in both state-supported and self-supported
programs on and off campus.

State law establishes the Board of Trustees of the CSU (board),
which governs the CSU system and is responsible for managing,
administering, and controlling the campuses. In addition, the board
delegates certain responsibilities to the chancellor, who is the chief
executive officer of the CSU, and to the campus presidents, who

are the chief executive officers of their campuses. Our audit focuses
on for-credit extended education within the CSU, specifically
governance by the board, the chancellor, and the campus presidents
at CSU Long Beach, CSU Sacramento, and San José State University
(San José State).

The California Education Code and executive orders issued

by the chancellor prohibit CSU campuses from “supplanting”
state-supported courses offered during the regular academic
year with self-supported courses. One apparent purpose of this
prohibition is to ensure that CSU campuses do not reclassify
state-supported courses as self-supported courses to increase the

T CSU uses several different terms when referring to extended education, including continuing
education, special session, and self-support or self-supported courses and programs. We use the term
self-supported for this report, unless another term was specifically cited in state law or CSU policy.

2 In February 2013 the Chancellor’s Office stated it was drafting an executive order that would define
extended education. However, as of December 10, 2013, it had not issued that executive order.
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Audit Highlights . . .

Our review of extended education programs
highlighted the following:

» State law and the California State
University’s (CSU) Office of the Chancellor
(Chancellors Office) policy do not define
the word supplant, and the term can be
interpreted in more than one way.

X

Although we observed that the

three reviewed campuses provided a
total of 26 courses where potential
supplanting may have occurred, we could
not be certain whether these campuses
supplanted state-supported courses

with self-supported courses.

¥

Contrary to the (SU student fee policy,
the three campuses we examined did not
always prepare statements of revenues
and expenditures when setting fees for
extended education programs.

« Two of the three campuses raised fees
using unjustified methodologies.

« The Chancellor’s Office does not review
each campus’s inventory of fees to
determine the appropriateness of
extended education fees.

V

Extended education revenues generally
exceeded extended education
expenditures during fiscal years 2007-08
through 2071-12 for the three campuses
we reviewed.

« Two campuses violated the
Chancellor’s Office’s carry-forward
fund policy when their reserve
balances exceeded six months of their
annual operating expenditures.

continued on next page. ..
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» We could not determine if 10 of the
41 extended education transactions we
tested were reasonable, allowable, or
related to the support and development
of extended education instructional
programs primarily because the campuses
lacked sufficient documentation.

» Neither (SU Long Beach nor (SU
Sacramento notified the Chancellor’s
Office as required before each converted
astate-supported degree program to a
self-supported program.

fees they charge to students. However, state law and Chancellor’s
Office policy do not define the word supplant, and the term can
be interpreted in more than one way. To supplant technically
means “to replace”; however, that raises the question of how many
courses need to be replaced for it to be considered supplanting. It
is important to note that for the purposes of this audit report, we
considered whether any supplanting at all occurred and the extent
to which it occurred.

To determine whether any supplanting occurred, we considered

two interpretations of the term—a narrower interpretation based

on CSU’s position in a lawsuit, as well as a broader, “plain meaning”
interpretation. In a 2010 lawsuit, CSU took the position that as

long as a campus had not completely replaced a state-supported
course offering that was necessary to achieve a CSU degree with a
self-supported course, it had not violated the prohibition. CSU stated
that, in other words, a campus could not require students to enroll in
a self-supported course as the only path to their degree.

A “plain meaning” interpretation also exists. According to our

legal counsel, when state law does not define a statutory term,

the ordinary, plain meaning of a word is considered first in
determining the Legislature’s intent. Although the ordinary, plain
meaning of supplant is “to replace, it is not clear whether the
Legislature intended to prohibit a CSU campus from replacing all
state-supported sections of a course that it would normally offer
during the regular academic year with self-supported versions of the
same course, or whether replacing some of the sections of that course
with self-supported versions would also violate the prohibition.

We analyzed the campuses’ course data for fiscal years 2007—08
through 2011—12 using both CSU’s narrower definition and the
broader, plain meaning definition. Regardless of the interpretation
we used, we identified potential instances of supplanting. Using the
narrower definition, we observed that the three reviewed campuses
provided a total of 26 courses where potential supplanting may
have occurred. In these instances, during a fiscal year the campuses
offered a course that was necessary for degree completion only as

a self-supported course, not as a state-supported course. Using

the broader definition, we identified a total of 914 instances at the
three campuses when the number of state-supported sections of a
course declined and the number of self-supported sections for the
same course increased from one year to the next.

However, because of the different interpretations of the term
supplanting, we could not be certain whether these campuses
supplanted state-supported courses with self-supported courses,
or the extent to which they did. We therefore cannot conclude
that the three campuses violated the California Education Code.
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Until the Legislature and CSU define supplanting and direct all CSU
campuses to establish a method for tracking and evaluating the
movement between state-supported and self-supported courses and
course sections, any instances of supplanting will remain unclear.

We also examined the process CSU uses to set fees for self-supported
courses and programs. Contrary to the CSU student fee policy, the
three campuses we examined did not always prepare statements of
revenues and expenditures when setting fees for extended education
programs, although CSU policy requires campus presidents to
consider the information on these statements before establishing or
adjusting any fee. In addition, two of the three campuses we reviewed
raised fees using unjustified methodologies. When campuses do not
follow the CSU student fee policy, they cannot justify the fees they set
and charge students for extended education courses and programs.
On the other hand, we do not believe a systemwide cap for extended
education fees is necessary. Although state law requires CSU to
generate adequate revenues to cover the costs of extended education,
it does not specify a maximum amount of fees for extended
education that campuses can charge. However, CSU’s student fee
policy embraces one of the three policies that are the foundation

of the California Master Plan for Higher Education: maintaining

low fees. A systemwide fee cap is not necessary because the CSU
student fee policy for extended education, if campuses follow it,
appears reasonable and is consistent with state law. Finally, the
Chancellor’s Office can improve its oversight of extended education
fees by reviewing each campus’s inventory of fees to determine their
appropriateness. Until it does so, the Chancellor’s Office cannot
identify extended education fees that may be more than adequate to
cover the costs of courses and programs.

Our analysis also found that extended education revenues

generally exceeded extended education expenditures during

fiscal years 2007—08 through 2011-12 for the three campuses we
reviewed. Consequently, each campus had increases in the year-end
fund balances of its Continuing Education Revenue Fund (CERF)
trust account. Two campuses violated the Chancellor’s Office’s
carry-forward fund policy when their reserve balances exceeded

six months of their annual operating expenditures. The policy
requires campuses to submit spending plans to explain why they
require reserve balances in excess of six months of their operating
expenditures. However, the Chancellor’s Office waived the
requirement that campuses submit these spending plans because

of uncertainties surrounding the State’s budget. Yet, by waiving

the requirement, the Chancellor’s Office missed opportunities to
ensure that campuses spent their CERF trust account fund balances
appropriately. For instance, we question San José State’s allocation
of $13.2 million, or 47 percent of the costs for its $28 million
campuswide instructional technology upgrade project (project) to

December 2013
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extended education when extended education accounts for only
14.2 percent of San José State’s operating fund revenue, 7.1 percent
of its overall expenditures, and 25 percent of its student body. The
campus’s failure to allocate the project’s costs using a reasonable
and equitable distribution method is contrary to cost allocation
principles as described in the State Administrative Manual and
CSU policy.

Further, campuses need to improve their oversight of extended
education expenditures. We were unable to conclude that 10 of

the 41 extended education transactions we tested were reasonable,
allowable, or related to the support and development of extended
education instructional programs, primarily because the campuses
lacked sufficient documentation. For example, CSU Long Beach
reimbursed the California State University Long Beach Research
Foundation (foundation) for salaries, benefits, and administrative
fees without a written agreement between the campus and

the foundation describing the work the employees would

perform for the extended education program or the amount of

the administrative fee to be paid. State regulations require the
chancellor and auxiliary organizations, such as the foundation,

to enter into a written agreement to identify the functions the
auxiliary organization will perform. In addition, San José State

was unable to demonstrate that three of the 10 expenditures we
reviewed, totaling roughly $9,400, related to the purchase of lab
supplies, two generators, and flooring for one of its classrooms
were for the support and development of extended education
instructional programs or were reasonable and allowable. CSU
Long Beach and CSU Sacramento could not provide partnership
agreements to support the methodology and percentages they used
to allocate a portion of the extended education fees to other campus
colleges and departments, which are referred to as campus partners,
that assist in the development and administration of extended
education instructional programs.

Finally, neither CSU Long Beach nor CSU Sacramento notified

the Chancellor’s Office as required before each converted a
state-supported degree program to a self-supported program.
CSU Long Beach did not notify the Chancellor’s Office before
converting its Master of Arts in Dance program in the summer of
2009, and CSU Sacramento did not notify the Chancellor’s Office
when it converted its Master of Science in Geology program in the
fall of 2011. According to its assistant vice chancellor of academic
programs and faculty development, the Chancellor’s Office
established a requirement of such notification to prevent instances
of supplanting and to ensure compliance with all applicable laws
and policies. Without this notification, CSU Long Beach and

CSU Sacramento did not provide the Chancellor’s Office the
opportunity to help ensure that the campuses did not supplant their
state-supported programs with extended education programs.
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Recommendations

Legislature

To provide sufficient direction to the CSU Chancellor’s Office

and CSU campuses regarding the supplanting of state-supported
courses or programs by self-supported courses or programs, the
Legislature should enact clarifying statutory language during

the 2014 Legislative Session regarding its intent for California
Education Code, Section 89708. This clarifying language should
include a definition of the term supplant and a description of

how CSU should measure whether supplanting is occurring. The
clarifying language should also require each CSU campus to take all
reasonable steps to ensure that when it makes course or program
offering decisions, those decisions do not force students who are
attempting to earn a degree to take self-supported courses that are
required as a condition of degree completion.

CSU Chancellor’s Office

To help the Legislature clarify its intent regarding supplanting as
identified in the California Education Code, Section 89708, the
Chancellor’s Office should immediately begin working with the
Legislature and its staff to that end.

Until the Legislature clarifies its intent regarding California

Education Code, Section 89708, the Chancellor’s Office should
immediately finalize its executive order pertaining to extended
education. This guidance should identify appropriate oversight
mechanisms for ensuring campuses’ compliance with this law.

Within six months of the date the Legislature clarifies its

intent regarding California Education Code, Section 89708, the
Chancellor’s Office should develop and issue final guidance to
campuses regarding supplanting, including identifying appropriate
oversight mechanisms for ensuring campuses’ compliance with
this law.

To effectively monitor and ensure that the campuses set fees
for extended education in accordance with state law and CSU
policy, the Chancellor’s Office should immediately take the
following actions:

+ Require campus chief financial officers to develop, and presidents
to consider, the statement of revenues and expenditures
described in the policy before making a determination on
extended education fees.

December 2013
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+ Instruct campuses to report annually a complete inventory of
their extended education fees, including past and current fee
rates, the total revenue collected for each fee, and the remaining
balance for revenues collected for each fee as the policy requires.

+ Direct its internal audit staff to periodically conduct audits
of the campuses’ extended education fees to determine the
appropriateness of the fees, including the methodology campuses
use to set the fees and the inventory for extended education fees
that they report to the Chancellor’s Office.

To ensure that campuses spend their CERF trust account fund
balances appropriately, the Chancellor’s Office should immediately
take the following actions:

+ Reinstate its carry-forward fund policy and, starting with fiscal
year 2012—13, require campuses to submit spending plans.

+ Direct its internal audit staft to periodically review the campuses’
extended education course and program expenditures.

CSU Long Beach

To strengthen its oversight of payments made from the CERF
trust account, CSU Long Beach should immediately take the
following actions:

+ Enter into a written agreement with the foundation that specifies,
among other things, the functions the foundation is to manage,
operate, or administer for extended education and the necessity
for the foundation’s administration of the functions instead of
the campus’s.

+ Review and document the appropriateness of the campus
partners’ allocation percentages using current data and, if
needed, adjust the percentages.

+ Develop and retain partnership agreements to support the
campus partners’ allocation percentages.

To help the Chancellor’s Office enforce state law that prohibits
supplanting state-supported courses and programs, CSU Long
Beach should immediately remind all relevant employees to notify
the Chancellor’s Office before converting state-supported degree
programs to self-supported degree programs.
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CSU Sacramento

To strengthen its oversight of payments made from the CERF trust
account, CSU Sacramento should immediately do the following:

+ Review and document the methodology it uses to allocate
revenue to the campus partners.

+ Develop and retain partnership agreements that reflect the
agreed-upon terms between its College of Continuing Education
and the campus partners.

To help the Chancellor’s Office enforce state law that prohibits
supplanting state-supported courses and programs,

CSU Sacramento should immediately remind all relevant employees
to notify the Chancellor’s Office before converting state-supported
degree programs to self-supported degree programs.

San José State

To ensure that its CERF trust account bears a reasonable portion
of the costs for its campuswide instructional technology upgrade
project, San José State should immediately determine the
proportionate share of the project cost each stakeholder, including
extended education, should bear and, if necessary, transfer funds
back to the CERF trust account.

To strengthen its oversight of payments made from the CERF trust
account, San José State should ensure that it retains documentation
to demonstrate that payments are for the support and development
of CSU self-supported instructional courses and programs and that
they are reasonable and allowable.

Agency Comments

Although the Chancellor’s Office and the three campuses concurred
with our recommendations, their responses did not always identify
plans for implementing them. The California State Auditor’s

Office will monitor the Chancellor’s Office’s and campuses’
implementation of their respective recommendations.

December 2013
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Introduction

Background

The California State University (CSU) is a system of 23 campuses
located throughout California. The State appropriates money in the
annual budget from the State’s General Fund to the CSU to provide
higher education. CSU in turn allocates that money to the
campuses to provide state-supported courses and programs, which
make up the majority of courses and programs CSU offers. CSU
campuses also offer students extended education courses and
programs that must be “self-supported”; these courses and
programs are typically paid for directly by students

or by third parties, such as employers.s State law
requires that revenues, including fees, received
from extension programs, special session, and other
self-supported instructional programs be deposited
in the State University Continuing Education
Revenue Fund (CERF) or the CSU Trust Fund.

Certain Responsibilities Within the
California State University

Through standing orders, the Board of Trustees (board)
of the California State University (CSU) delegates certain
responsibilities to the chancellor, including the following:

« Student fees: The establishment and oversight of
campus fees and the establishment, adjustment,
and oversight of systemwide fees.

The Donahoe Higher Education Act of 1960
established the Board of Trustees of the California
State Colleges, which later became the Board

of Trustees of the CSU (board). The board has

25 members, including elected officials, faculty,

« Curricula and student enrollment: The establishment
and oversight of all academic programs.

students, alumni, and gubernatorial appointees.
State law gives the board the authority to

adopt rules and regulations regarding, among
other things, the CSU. The board governs

« Faculty credentials and salaries: The appointment

of personnel, the development and enforcement of
personnel programs, and the discipline and
termination of personnel.

the CSU system and is responsible for the
management, administration, and control of the
campuses. Specifically, the board develops broad

Also through standing orders, the board delegates
certain responsibilities to campus presidents, including
the following:

administrative policies; provides broad direction
and coordination for curricular development;
oversees the management of funds, property,
facilities, and investments; and appoints the
chancellor, vice chancellors, and campus presidents.

In addition, as shown in the text box, through
standing orders adopted in March 2006, the board
delegates certain responsibilities to the chancellor,
who is the chief executive officer of the CSU, and
to campus presidents, who are the chief executive
officers of their campuses. The board’s standing

- Student fees: The oversight and adjustment of

campus fees in accordance with applicable policy.

- Student enrollment: The oversight of student affairs.

« Faculty credentials and salaries: The appointment

of academic and administrative staff.

« Curricula: The development of curricular and

instructional plans.

Source: Standing Orders of the Board of Trustees of the CSU,
adopted on March 15, 2006.

3 CSU uses several different terms when referring to extended education, including continuing
education, special session, and self-support or self-supported courses and programs. We use the
term self-supported for this report, unless another term was specifically cited in state law or

CSU policy.




10

California State Auditor Report 2012-113

December 2013

orders allow the chancellor to delegate his or her authority to others
within CSU using executive orders. Further, these orders allow
campus presidents to delegate their authority to other officials on
their respective campuses. Our audit included examining student
fees, student enrollment, course curricula, faculty salaries, and
faculty credentials for CSU extended education programs. In

Table A beginning on page 79, we identify the state laws, state
regulations, executive orders, and collective bargaining unit
agreements that we considered relevant to our examination of
these categories.

Defining Extended Education Within CSU

CSU does not have an explicit definition of extended education.*
It has, however, described the nature of self-supported programs.
According to a 2002 executive order from the CSU’s Office of the
Chancellor (Chancellor’s Office):

[E]xtended education programs include all instructional
programs designed and utilized to provide increased access

to the educational resources of the system and to otherwise
facilitate utilization of these resources. Extended education
embraces all self-support and state-supported (e.g., General
Fund) instructional programs that serve the purposes specified
above. Examples include off-campus instruction, distance
education, programs offered on irregular calendars or schedules,
multi-campus and regional programs, international education,
and other programs designed to serve students in both General
Fund and self-support programs on and off campus.

Our audit examined the administration of self-supported programs
at three campuses: CSU Long Beach, CSU Sacramento, and

San José State University (San José State). Self-supported courses
on these three campuses made up a relatively small proportion of
their instructional functions during fiscal years 2007—-08 through
2011—-12. As indicated by Table 1, the number of self-supported
courses the campuses provided ranged from 11 percent to

17 percent of the number of state-supported courses, and the
number of self-supported student seats ranged from only 4 percent
to 8 percent of their state-supported student seats. Table B on

page 82 presents this information in greater detail for each campus.

4 In February 2013 the Chancellor’s Office stated that it was drafting an executive order that would
define extended education. However, as of December 10, 2013, it had not issued that executive order.
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Table 1

Total State-Supported and Self-Supported Courses, Sections, and Student
Seats for Three California State University Campuses

Fiscal Years 2007-08 Through 2011-12

STUDENT

FISCAL YEARS COURSES  SECTIONS SEATS*

2007-08 State-supported 10,287 39,803 919,449

Self-supported 1,092 2,085 33,573
Self-supported as a percent of state-supported 10.6% 5.2% 3.7%

2008-09 State-supported 10,252 39,179 938,791

Self-supported 1,099 2,173 35,469
Self-supported as a percent of state-supported 10.7% 5.5% 3.8%

2009-10 State-supported 9,971 36,461 866,989

Self-supported 1,134 2,326 38,922
Self-supported as a percent of state-supported 11.4% 6.4% 4.5%

2010-11 State-supported 9,812 34,767 821,096

Self-supported 1,699 3,366 62,799
Self-supported as a percent of state-supported 17.3% 9.7% 7.6%

2011-12 State-supported 9,777 35850 862,360

Self-supported 1,650 3,218 58,708
Self-supported as a percent of state-supported 16.9% 9.0% 6.8%

Sources: California State Auditor’s (state auditor) analysis of data obtained from the California
State University’s (CSU) Common Management System. Please refer to the Introduction’s Scope and
Methodology for the state auditor’s assessment of the reliability of this data.

Note: We included summer session as the first term of a fiscal year and spring semester as the
last term. The approach mirrors the definition of college year found in CSU's Statistical Abstract to
July 2010, the latest edition.

* The“student seats” figures presented on this table count each student once for every course in
which they received a mark, such as a letter grade, a withdrawal, or an incomplete. Therefore,
one student would account for five student seats if that student received a mark in five courses
during a fiscal year.

Based on our observations of these three campuses, for the
purposes of our audit, we divided self-supported courses and
programs into three categories:

« Self-supported courses and programs that have comparable
state-supported courses and programs. Included in this category
are self-supported courses and programs, the majority of which are
offered during summer sessions and winter intersessions, that
are also typically offered as state-supported courses during the
traditional fall and spring terms. Students taking self-supported
courses in this category receive academic credit toward a degree.
For example, we included in this category a Political Science 100:
Introduction to American Government course that a campus
provided as a self-supported course during a winter intersession
and as a state-supported course during the fall and spring terms.

December 2013
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+ Self-supported courses and programs that do not have
comparable state-supported courses and programs. Included
in this category are courses and programs that campuses offer
only as self-supported. Students taking self-supported courses
and programs in this category can also receive academic credit
toward a degree. We observed that most of the programs in this
category were associated with master’s degree programs the
campuses provided, such as the Master of Science in Taxation
program provided by San José State.

+ Noncredit self-supported courses and programs. CSU campuses
offer courses and programs that provide continuing professional
education and education for personal improvement. Students
taking noncredit self-supported courses and programs do not
receive academic credit toward a degree. However, they can
earn nonacademic credit toward a certificate, such as CSU
Sacramento’s Contract Management Certificate Program. We
excluded information related to noncredit self-supported courses
and programs from our audit.

Each campus we examined has a college in charge of self-supported
educational programs.s Although these colleges administer
self-supported educational programs on their respective campus,
academic departments on each campus provide faculty to teach the
for-credit self-supported courses and programs. Each campus has a
dean who leads the campus’s self-supported education college.

In addition to the general governance the board and the
Chancellor’s Office provide, within the Division of Academic Affairs
in the Chancellor’s Office, the state university dean of extended
education (dean of extended education) performs numerous
functions, such as monitoring the campuses’ CERF trust accounts;
assisting campuses in developing academic programs that comply
with CSU policy, board policy, and California laws and regulations;
and advocating for the interests of self-supported education in
systemwide policy development and strategic planning.

The board also established the Commission on the Extended
University (commission) to facilitate, promote, and encourage
extended education courses and programs within CSU. The
commission is comprised of members of the Chancellor’s

Office and campus officials. Each year the commission awards
roughly $400,000 to proposed programs. For example, in fiscal
year 2011—12, the commission awarded $80,000 to CSU Long Beach

5> The names of the colleges in charge of self-supported education differ depending on the
campus: CSU Long Beach—College of Continuing and Professional Education; CSU
Sacramento—College of Continuing Education; San José State—College of International
and Extended Studies.
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for its Strategic Language and Culture Certificate program.

The commission also serves as an advisory group to the chancellor
and provides recommendations on extended education program,
budgetary, and policy issues.

Extended Education Students

Students taking self-supported courses differ in several respects
from students in state-supported courses. Our analysis of student
demographics for fiscal year 2011—12 at the three CSU campuses
we reviewed found that most students enrolled exclusively in
self-supported courses were graduate students over age 25, while
most students enrolled exclusively in state-supported courses were
undergraduates under age 25. This is consistent with the idea that
campuses generally gear self-supported programs toward adult
professionals by providing graduate degrees or certificate programs,
alternative delivery methods (e.g., online courses), and alternative
scheduling (e.g., evenings and weekends). We also found that

more than half of students enrolled exclusively in self-supported
and state-supported courses were female; according to campus
officials, the enrollment of women in higher education has seen an
upward trend for several decades. When considering adjusted gross
income, we did not observe a large difference between students

in self-supported and state-supported courses. In both instances,
more than 60 percent of students reported earning less than
$50,000 per year. The campuses attribute this to difficult economic
times and displaced workers, causing more students to be eligible to
receive financial aid. (See Table 2 on the following pages for details.)

Finally, the number of students who were eligible under California’s
Dream Act of 2011 (act) was relatively low for all three campuses,
numbering no more than 477 at CSU Long Beach. This likely

was attributable to the relatively recent enactment of the

act’s provisions. Effective January 1, 2012, the act authorized
undocumented students who meet certain criteria to apply

for and receive nonstate-funded scholarships for public colleges
and universities. Furthermore, a companion measure to the act,
effective January 1, 2013, authorized undocumented students to
apply for and receive state-funded financial aid, such as institutional
grants, community college fee waivers, and Cal Grant and Chafee
Grant funding.

December 2013
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Scope and Methodology

The Joint Legislative Audit Committee (audit committee) directed the
California State Auditor (state auditor) to assess the impact that extended
education programs have on matriculated students.c To accomplish this
task, the audit committee requested that we examine 12 specific audit
objectives. Table 3 describes the audit committee’s objectives and our
methodology for addressing each one. The audit committee also directed
the state auditor to assess the impact that the CSU’s future plans for
expanding extended education would have on matriculated students. The
Chancellor’s Office’s dean of extended education stated that she is not aware
of any board-approved plans for expanding extended education.

Table 3
Audit Objectives and the Methods Used to Address Them

AUDIT OBJECTIVE

METHOD

Review and evaluate the laws, rules, and regulations
significant to the audit objectives.

Determine the role of the CSU Board of Trustees (board) in
overseeing the extended education programs and, in particular,
in setting or enforcing systemwide policies and procedures.

Review CSU extended education systemwide policies and
procedures with regard to student fees, student enrollment,
course curriculum, and faculty credentials and salaries

and determine whether these policies and procedures are
consistent with applicable laws.

With regard to student fees, determine whether there is a limit
on the amount that can be charged per unit and per course for
extended education classes. If there is no limit, determine the
reasons. In addition, assess the following:

a. The average extended education fee for each campus
and determine whether such fee structures are
consistent and reasonable.

b. The impact a systemwide cap would have—if one does
not exist—on extended education fees.

Compare laws, rules, policies, and practices for CSU
state-supported programs to those for the extended
education programs in areas such as student fee structure,
student enrollment, course curriculum, and faculty
salaries and credentials. Determine whether campuses
consistently follow applicable guidelines for the extended
education programs.

We reviewed relevant laws, regulations, policies, and other background materials
pertaining to extended education at the California State University (CSU).

We interviewed officials within the CSU’s Office of the Chancellor (Chancellor’s Office)
and reviewed documents from the CSU Web site.

With the assistance of our legal counsel, we found that the extended education executive
orders issued by the Chancellor’s Office for student fees and enrollment, course curricula,
and faculty salaries and credentials were consistent with relevant state laws. Please refer
toTable A in Appendix A for a listing of the state laws, state regulations, executive orders,
and collective bargaining agreements that we considered relevant during this audit.

« We reviewed state law and CSU policies and interviewed officials at the Chancellor’s
Office and the three campuses we visited.

We reviewed and analyzed campus fee data for the three campuses we visited for
fiscal years 2007-08 through 2011-12.* We limited our analysis to only those courses
for which fees were charged on a per-unit or per-course basis. Fee data for some of
those courses where fees were charged on a per-term or per-program basis were not
readily available.

We reviewed the processes the three campuses used to set extended education fees
for selected programs.

We reviewed relevant state laws, Chancellor’s Office policies, and campus policies.

We selected extended education programs developed at the three campuses during fiscal
years 2007-08 through 2011-12.

We also selected students who applied to the selected programs and reviewed their
applications and other supporting documentation.

We examined the campuses’ compliance with the applicable guidelines.

In instances where campuses did not follow applicable guidelines, we interviewed
relevant campus officials to gain their perspective.

Using the extended education programs we selected for review, we selected faculty who
taught courses for those programs. Our review of the salaries for 24 faculty who instructed
extended education courses found that they were paid at least the minimum amount
reflected in the special session salary schedule referenced in the collective bargaining
agreement entered into between the board and the California Faculty Association.

6 A matriculated student is a student who is enrolled in any term, other than extension or as an auditor
without credit, who meets the admissions standards outlined in state regulations.



AUDIT OBJECTIVE

California State Auditor Report 2012-113 17

December 2013

METHOD

6

10

For the most recent five-year period, review the
revenue generated by the extended education
programs at a selection of campuses and determine
how these revenues were used and whether such
expenditures were allowable and reasonable.

Determine whether the extended education programs
at a selection of campuses maintain a reserve balance

in either of its Continuing Education Revenue Fund
(CERF) or local trust accounts and, for the past five years,
identify any such reserve balances. For any high balances
identified, determine the reasons for the balance.

To the extent possible, for a maximum period of five years,
determine the following for extended education courses
offered systemwide and for a selection of campuses:

a. The number and type of graduate and
undergraduate state-supported courses offered.

b. The number and type of extended education
courses offered at each campus and the associated
fees for those courses.

¢. The total number of CSU state-supported courses
that have a corresponding or equivalent course in
the extended education programs, including the
number of courses offered in each program and
the number of students enrolled.

To the extent possible, compare the students enrolled
in CSU extended education programs with those
enrolled in CSU state-supported programs and assess
the potential financial and demographic impact of
extended education courses replacing regular courses.
If feasible, determine the following:

a. The total number of students enrolled in CSU
extended education and CSU state-supported
programs, including those who are concurrently
enrolled in both CSU state-supported programs and
extended education programs.

b. The number of extended education students who
receive student loans and financial aid.

¢. The demographic makeup of the students enrolled
in extended education programs, including but
not limited to race, ethnicity, gender, age, income,
Dream Act of 2011 eligibility, etc.

To the extent possible, determine whether
extended education courses are replacing regular
state-supported courses.

We obtained and analyzed campus financial data for fiscal years 2007-08 through
2011-12.

From a random selection of 1,500 expenditure transactions per campus, at each campus
we selected two transactions per fiscal year for a total of 30 transactions. We judgmentally
selected the transactions based on dollar amount and the highest expenditure categories.
Further, we judgmentally selected additional transactions for limited review if they
appeared to be unique.

We examined the supporting documentation for the transactions we selected to
determine whether they were allowable and reasonable.

In instances where the transactions did not appear allowable or reasonable, we
interviewed the relevant campus officials to obtain their perspective.

We reviewed state laws, Chancellor’s Office policies, and campus policies.

We obtained and analyzed financial information from the Chancellor’s Office and
interviewed officials from the Chancellor’s Office and, if applicable, the campuses.

We obtained and analyzed course data for fiscal years 2007-08 through 2011-12.*

We also obtained and analyzed data for extended education courses that had
corresponding or equivalent state-supported courses, including the number of grades
provided. We did not conduct systemwide analysis because each CSU campus has
flexibility as to how they use the data, which would have required us to follow up

with each campus independently. We categorize the extended education courses as
undergraduate and graduate.

We present the fee information for the three campuses in Chapter 2. We present the
course and student seat information for the three campuses in Appendix B.

-« We obtained and analyzed student seat information for fiscal year 2011-12 at each
campus we visited.*

We obtained and compiled student demographic information for fiscal year 2011-12.
We present this information in Table 2 on pages 14 and 15 as background information
only. As such, we did not make recommendations based on this data. Further, we did
not use this information to assess the potential demographic impact of extended
education courses replacing regular courses because we found that more than

50 percent of students taking extended education courses did not report complete
demographic information. As a result, certain components of the demographic data
may not accurately reflect the true demographics of this population.

We did not assess the potential financial impact of extended education courses
replacing regular courses because at two of the three campuses we visited, student
account information is stored at a summary level, and the amount a student was
charged per course was not readily available. Instead, we elected to provide a
hypothetical example to illustrate the potential financial impact to a student when
enrolling in CSU state-supported courses as a full-time undergraduate student and
also enrolling in self-supported courses to achieve his or her degree.

- We reviewed state laws, Chancellor’s Office policies and directives, and other relevant
documents pertaining to supplanting.

» We obtained and analyzed campus data for courses and sections provided during
fiscal years 2007-08 through 2011-12.

« We interviewed officials at the Chancellor’s Office and the three campuses we visited.

continued on next page.....
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AUDIT OBJECTIVE

METHOD

11 Determine whether fees from extended education At the three campuses we reviewed, we interviewed officials and examined relevant
programs are used for the executive compensation of financial records for fiscal years 2007-08 through 2011-12 related to:

campus presidents and assess the potential for conflicts
of interest in their setting or managing extended

education fees.

- Types of compensation, including salaries, salary supplements, and other payments,
such as housing and vehicle allowances.

- Sources of compensation, including the campuses’ operating funds within the
CSU Trust Fund and, if applicable, their campus foundations.

«+ Methods of compensation, including direct payments and indirect payments, such as
those made through cost allocation plans.

Our audit work revealed that the three campuses compensated their
presidents differently:

CSU Long Beach used its operating fund to pay for the president’s base salary.
The CSU Long Beach Research Foundation paid for other expenses, such as
hospitality, travel, vehicle maintenance, and housing.

CSU Sacramento used its operating fund to pay for the president’s base salary and
housing, vehicle, and entertainment allowances.

San José State used its operating fund to pay for the president’s base salary and
housing maintenance costs. The campus’s Tower Foundation paid for the president’s
salary supplement and other expenses related to travel, entertainment, parking, and
club dues.

We found no evidence that the three campuses used revenues from extended
education fees to compensate their presidents. Consequently, there was no need for us
to assess the potential for conflicts of interest in the setting or managing of extended
education fees.

12 Review and assess any other issues that are significant ~ During the audit, we learned that CSU campuses transferred funds from their CERF

to the objectives.

trust accounts to their respective operating funds within the CSU Trust Fund in
October 2012. To determine the reasons for this transfer, how the CSU calculated the
transfer amounts, and the use of the funds by the campuses, we reviewed the relevant
state law authorizing the transfer. We also reviewed the required reports prepared

by the Chancellor’s Office. Finally, we interviewed officials at the Chancellor’s Office
and the three campuses.

Sources: California State Auditor’s analysis of the Joint Legislative Audit Committee’s audit request number 2012-113, planning documents, and
analysis of information and documentation identified in the column titled Method.

* For the purposes of analyzing course and student information, we included summer session as the first term of a fiscal year and spring semester as

the last term. The approach mirrors the definition of college year found in CSU’s Statistical Abstract to July 2010, the latest edition. For purposes of
analyzing financial information, we used the State’s fiscal year of July 1 to June 30.

Assessment of Data Reliability

In performing this audit, we obtained electronic data files
extracted from the CSU’s Common Management System (CMS)
and Common Financial System (CES) for CSU Long Beach,
CSU Sacramento, and San José State. The U.S. Government
Accountability Office (GAO), whose standards we follow,
requires us to assess the sufficiency and appropriateness of
computer-processed information that we use to support our
findings, conclusions, or recommendations.

To identify course statistics, course fees, potential instances of
supplanting, and student enrollment statistics, we analyzed data
from the CMS. We performed data-set verification procedures



and electronic testing of key data elements and did not identify
any issues. We did not perform accuracy and completeness
testing of these data because the CMS is a primarily paperless
system, and thus hard-copy documentation was not available for
review. Alternatively, following GAO guidelines, we could have
reviewed the adequacy of selected system controls that include
general and application controls. However, because it was cost
prohibitive, we did not conduct these reviews. Consequently, we
found the CMS data for fiscal years 2007—08 through 2011-12
to be of undetermined reliability for the purposes of this audit.
Nevertheless, we present the CMS data, as it represents the best
available data source of information.

In addition, we compiled fiscal year 2011—12 student demographic
data from the CMS at the three campuses. We present this data as
background information only, and do not make recommendations
based on this data. Therefore, an assessment of data reliability was
not required.

To identify fund balances, revenues, expenditures, and net
transfers for the CERF, we used data from the CFS. We performed
data-set verification procedures and electronic logic testing of
key fields, and did not identify any issues. We did not perform
accuracy and completeness testing of these data because the CFS
contains summary-level data. We determined that it would not
be cost effective to trace this summary-level data back to the
individual transactions that support the total. Consequently, we
found the CFS data for fiscal years 2007—08 through 2011-12

to be of undetermined reliability for the purposes of this audit.
Nevertheless, we present the CFS data, as it represents the best
available data source of information.
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Chapter 1

CALIFORNIA STATE UNIVERSITY CAMPUSES MAY HAVE
REPLACED CERTAIN STATE-SUPPORTED COURSES WITH
EXTENDED EDUCATION COURSES

As discussed in the Introduction, the California State University
(CSU) system uses the term state-supported to refer to courses and
programs that are funded, at least in part, by the State’s General
Fund. In contrast, extended education courses and programs are
self-supported, meaning that General Fund money from the State
is not used to support these courses and programs; instead, fees
paid by students or third parties, such as employers, are a principal
source of financial support for those programs.?

Since 1975 state law has prohibited self-supported courses from
“supplanting” state-supported courses offered during the regular
academic year. One of the apparent purposes of this prohibition

is to ensure that CSU campuses do not reclassify state-supported
courses as self-supported courses to increase the fees they charge
to students. Unfortunately, state law does not define the term
supplant. Although the generally understood meaning of supplant
is “to replace,” it is not clear whether the Legislature intended to
prohibit a CSU campus from replacing all state-supported sections
of a course that it would normally offer during the regular academic
year with self-supported versions of the same course, or whether
replacing some of the sections of that course with self-supported
versions would also violate the prohibition.

In the absence of a clear definition in state law, since as early as
1985, CSU has adopted executive orders that primarily restate the
supplanting prohibition contained in state law, and these orders

do not offer any further specificity. In addition, in a 2010 lawsuit
filed in the Alameda County Superior Court, students alleged that
CSU violated the prohibition against supplanting when it converted
state-supported courses offered during summer session and winter
intersession to self-supported courses. CSU took the position that
as long as it had not completely replaced a state-supported course
offering necessary to achieve a CSU degree with a self-supported
course, it had not violated the prohibition. CSU stated that, in other
words, it could not require students to enroll in a self-supported
course as the only path to their degree. The superior court found
that CSU had not violated the statute.

7 CSU uses several different terms when referring to extended education, including continuing
education, special session, and self-support or self-supported courses and programs. We use the
term self-supported for this report, unless another term was specifically cited in state law or
CSU policy.
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We found 26 instances where a
course that was required for degree
completion and that was previously
provided as a state-supported
course was later provided only as a
self-supported course.

A 2009 memo from the Office of the Chancellor (Chancellor’s
Office) to the CSU campus presidents stated that state-supported
courses and programs shall not be moved to self-supported courses
and programs, either temporarily or permanently, because of
funding issues. In addition, a 2011 memo from the Chancellor’s
Office to the campus presidents offered further guidance to the
campus presidents regarding supplanting. Under the 2011 memo,
actions such as moving courses or programs from state-supported
to self-supported (either temporarily or permanently); moving
course sections that had been regularly scheduled during the fall,
winter, or spring terms to a self-supported summer session; or
adding self-supported versions of state-supported courses, only

to later remove the state-supported courses, would all constitute
supplanting. However, despite this additional guidance, there was
still no precision as to whether supplanting occurs when all of the
state-supported sections of a particular course have been converted
to self-supported or whether supplanting occurs when a campus
reduces the number of sections of a particular state-supported
course and increases the number of sections of a corresponding
self-supported course. Moreover, the 2011 memo was silent

on whether the issue of supplanting required the course to be
necessary to achieve a CSU degree.

When we applied the narrow interpretation that CSU gave to the
prohibition in the 2010 litigation—that supplanting occurs only
when all sections of a course necessary to achieve a CSU degree
are moved from state-supported to self-supported—we found

26 courses at the three CSU campuses we examined where they
had made such a replacement. In other words, during the five-year
period of our testing, we found 26 instances where a course that
was required for degree completion and that was previously
provided as a state-supported course was later provided only as a
self-supported course. Further, in applying a broader interpretation
of supplanting—that it might occur when there is a reduction

in the number of sections of a state-supported course provided
during the regular academic year and a corresponding increase

in the number of sections of the self-supported version of the
course—we found more than 9oo instances of such a replacement
at the three campuses.

The California Education Code and the Chancellor’s Executive Orders
Forbid Supplanting, but They Do Not Define the Term

State-supported courses and programs are funded differently
from self-supported courses and programs. For state-supported
courses and programs, the State appropriates money in the
annual budget from the General Fund to CSU to provide higher
education. CSU in turn allocates that money to the campuses to



provide state-supported courses and programs. Conversely, sources
other than the General Fund pay for self-supported courses and
programs, such as fees paid by students or their employers.

Although state law and CSU policy prohibit CSU campuses

from supplanting state-supported courses and programs with
self-supported courses and programs, these criteria do not

define the term supplanting and do not identify how to measure
whether supplanting is occurring. California Education Code,
Section 897088 enacted in 1975 prohibits self-supported special
sessions from supplanting regular course offerings that are available
on a state-supported basis during the regular academic year.’
According to documents related to the enactment of Section 89708,
this prohibition arose from the Legislature’s apparent concern

that CSU campuses might reclassify regular session offerings as
special sessions to increase charges to students if the campuses
were allowed to provide special sessions year-round rather than
only during summer session. (Before 1975 CSU campuses were
authorized to provide extended education courses only during
summer sessions.) The Legislature authorized the change to
year-round self-supported course offerings to expand instructional
opportunities for nontraditional California students, such as
military personnel and public school teachers and administrators,
and people needing in-service hours, such as nurses and engineers.

The chancellor’s executive orders also prohibit supplanting.
Specifically, Executive Order 1047, effective May 2010, and its
predecessors, Executive Order 802, effective January 2002, and
Executive Order 466, effective August 1985, state that special
sessions cannot be offered at times or places that are likely to
supplant offerings of the state-supported program. However,

the chancellor’s executive orders also did not define the term
supplanting and did not identify how to measure whether
supplanting was occurring. The assistant vice chancellor of
academic programs and faculty development in the Chancellor’s
Office stated that the executive orders do not include a definition
for the term supplanting because the Chancellor’s Office believed
the term supplanting meant “replacing” and that the definition was
self-evident.

8 (California Education Code, Section 89708, was originally enacted as Section 23759 by
Chapter 1206, Statutes of 1975, but Chapter 1010, Statutes of 1976, reorganized the California
Education Code, and this section was renumbered as 89708.

9 State law defines special sessions as self-supported instructional programs conducted by CSU.
The special sessions can include, but not be limited to, career enrichment and retraining programs.
In addition, CSU defines special session as a means whereby CSU instructional programs can
be provided to matriculated students on a self-supported basis at times and in locations not
supported by the State’s General Fund appropriations. Examples of special sessions include interim
sessions between college year terms (e.g., winter intersessions or summer sessions); programs of
a continuing nature offered at military bases, correctional facilities, and other distant or isolated
locations; and instructional programs for a specific client group requiring special services.
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To provide guidance to campuses regarding supplanting, the
Chancellor’s Office issued a memo in April 2011 to campus
presidents that described several actions it considered to be
supplanting. These actions included moving courses or programs
from state-supported to self-supported, either temporarily or
permanently; moving courses that had been regularly scheduled
during fall, winter, or spring terms to a self-supported summer
session; and adding self-supported versions of state-supported
courses, only to later remove the state-supported course offerings.

At least two interpretations of the term supplant exist. During a
2010 court case,’® CSU attorneys argued that CSU had historically
interpreted and applied supplant to mean that a course supplants
a regular course offering only if it is offered solely during a
self-supported session and is necessary to achieve a CSU degree.
The Chancellor’s Office did not provide us any documentation

to substantiate this interpretation, nor did it provide us any
documentation showing that it had previously communicated this
interpretation to the CSU campuses.

A “plain meaning” interpretation also exists. According to our
legal counsel, when state law does not define a statutory term, the
ordinary, plain meaning of a word is considered first in determining
the Legislature’s intent. Because we found no statutory, regulatory,
or policy definition of supplant, we turned to a dictionary, which
showed the definition of the word supplant as “replace;” as in to
replace one thing with another. However, the term replace is also
ambiguous. One may interpret it to mean to replace something
completely or to replace something partially. This dictionary
definition is also consistent with one the Chancellor’s Office

is considering proposing in a draft executive order regarding
self-supported extended education courses and programs. In

this draft executive order, the Chancellor’s Office states, “To
supplant is to replace a state-supported course or program with

a self-supported version” However, as of December 10, 2013, the
Chancellor’s Office had not issued that executive order.

To determine whether the CSU campuses we examined were
supplanting, we analyzed the campuses’ course data using both
CSU’s narrower interpretation and the broader, plain meaning
Regardless of the interpretation interpretation. Regardless of the interpretation we used, we

we used, we identified potential identified potential instances of supplanting. However, because
instances of supplanting. of the different interpretations, we could not be certain whether
CSU Long Beach, CSU Sacramento, and San José State University
(San José State) had supplanted state-supported courses with

10 Hayden v. Board of Trustees (Superior Court, Alameda County, 2010, No. RG10-510529).
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self-supported courses or the extent to which they did. We
therefore cannot conclude that the three campuses violated the
California Education Code.

Under the CSU’s Narrower Interpretation, We Identified 26 Potential
Instances of Supplanting

Based on the interpretation of supplant CSU used in the 2010 court
case, we examined whether each of the three campuses provided
self-supported courses that were necessary for degree completion
only during summer session or winter intersession during a fiscal
year. We included in our analysis only those courses that university
catalogs identified as being required to obtain a specific degree.
Our examination covered fiscal years 2007—08 through 2011—12. As
Table 4 shows, CSU Long Beach, CSU Sacramento, and San José
State provided a total of 26 courses where potential supplanting
may have occurred.

Table 4

Number of Instances When Campuses Provided Courses Required to Graduate Only as Self-Supported
When Previously the Courses Were Provided as State-Supported

Fiscal Years 2007-08 Through 2011-12

FISCALYEARS

CAMPUS 2007-08T02008-09  2008-09T02009-10  2009-10T02010-11*  2010-11T02011-12 TOTAL
California State University (CSU) Long Beach 1 2 15 1 19
CSU Sacramento 0 0 2 3 5
San José State University 1 0 1 0 2
Totals 2 2 18 4 26

Sources: California State Auditor’s (state auditor) analysis of data obtained from CSU’s Common Management System (CMS) and from the catalogs
maintained on the Web sites of the three CSU campuses. Please refer to the Introduction’s Scope and Methodology for the state auditor’s assessment
of the reliability of the CMS data.

Notes: We included summer session as the first term of a fiscal year and spring semester as the last term. This approach mirrors the definition of
college year found in CSU’s Statistical Abstract to July 2010, the latest edition.

The number of instances shown in the table represents the initial conversion of the course from state-supported to self-supported. The table does not
include the continuation of the self-supported course in the subsequent fiscal years.

* Campus data indicate that the majority of the increase from fiscal year 2009-10 to fiscal year 2010-11 is attributable to campuses moving their
summer sessions from state-supported to self-supported beginning in 2010.

For example, in fiscal year 2008—09, CSU Long Beach provided
French 314 as a required state-supported course in the spring
semester. But in fiscal year 2009—10, the campus provided
French 314 only as a self-supported course during the winter
session, even though the campus’s academic year 2009—10
university catalog showed that the course remained a degree
requirement for the Bachelor of Arts in French. Furthermore, in
fiscal year 2007—-08, San José State provided one state-supported
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CSU Long Beach provided no
state-supported French 314 courses
during fiscal year 2009-10, thus
requiring students desiring to
graduate that year and who had
not taken the course previously to
take the self-supported course.

section and one self-supported section of its Nursing 208 course.
However, in fiscal year 2008—09, the campus provided only

two self-supported sections of its Nursing 208 course during the
summer session, although the course remained a requirement for
the Master of Science in Nursing with a nurse educator option. At
CSU Sacramento, in fiscal years 2007—-08 through 2009-10, the
campus provided a state-supported Physical Therapy 300 course
during the summer session. In fiscal years 2010—11 and 2011-12,
however, CSU Sacramento provided only self-supported Physical
Therapy 300 courses during the summer session, even though the
course remained a requirement for the Master of Physical Therapy.

We asked the three campuses to explain why these 26 courses

did not constitute supplanting. Some responses did not address
our specific concern, and none of the campuses provided
documentation to support its explanation despite the ample time
we gave them to do so. Two associate deans in CSU Long Beach’s
College of Liberal Arts stated that the French 314 course had been
on the campus’s schedule during the previous semesters, but it had
been cancelled because of insufficient enrollment. They also stated
that offering the self-supported course in the winter session allowed
matriculated students, in the words of CSU Executive Order 1047,
an opportunity “to accelerate achievement toward an objective,
e.g., timely progress toward degree completion.” Further, the
associate deans stated that they do not believe the self-supported
course has supplanted the state-supported course, as evidenced by
the campus’s repeated offerings of state-supported courses in the
subsequent fiscal years 2010—11 and 2011-12.

However, we disagree with the associate deans’ characterization

of Executive Order 1047. Specifically, Executive Order 1047

states that special session courses shall not be offered at times

or places that are likely to supplant or limit offerings of the
state-supported program. A reasonable person might infer that, by
offering this course as self-supported during the winter intersession
only and requiring students to take it in order to achieve a CSU
degree, it likely supplants or limits offerings of the state-supported
program. The fact remains that there were no state-supported
French 314 courses provided during fiscal year 2009-10, thus
requiring students desiring to graduate that year and who had not
taken the course previously to take the self-supported course. The
associate deans cited other reasons for converting state-supported
courses to self-supported courses, such as to accommodate
graduate students who are working professionals and who typically
take only six units during the fall and spring terms, by offering
courses during winter and summer terms so that they can complete
their degree programs in two or three years; to offer clinical courses
in the summer because of the limited clinical sites available for
physical therapy in the fall and spring terms; and to offer geology
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students the opportunity to participate in a one-month field

trip during the summer term. Although these responses appear
reasonable, the associate deans have not explained why the campus
provided self-supported courses that were necessary for degree
completion only during summer or winter terms.

For the five courses CSU Sacramento’s College of Continuing
Education converted from state-supported to self-supported, the
dean of the College of Continuing Education stated that Physical
Therapy 300 and another physical therapy course are intensive
internships that students take during the summer term. The

dean also stated that two nursing courses are associated with

the campus’s School Nurse Credential program, which allows the
campus to issue the School Nurse Services credential to registered
nurses so that they can practice in a public school setting. The
chair of the School of Nursing also stated that both courses are
offered in the curriculum for the Master of Nursing program,

but the credential program and the Master of Nursing program

do not interchange students. Further, the dean stated that Public
Policy Administration 293 is one of four courses in the Judicial
Administration Certificate program. Our review of information on
the College of Continuing Education’s Web site found that because
of budget cuts, the campus moved that certificate program from its
Department of Public Policy and Administration in the College of
Social Sciences and Interdisciplinary Studies to the College

of Continuing Education. According to the department chair, a
change of policy for the CSU system in summer 2009 discontinued
state-supported certificate programs that are not part of a master’s
program, which explains the campus’s conversion of the course
from state-supported to self-supported.

According to the director of the Valley Foundation School

of Nursing at San José State, the self-supported version of the
Nursing 208 course for fiscal year 2008—09 was sponsored by a
Moore Foundation Grant to accelerate the nurse educator program
so that it can help meet a shortage in local nursing programs. The
director also stated that all nurse educator courses occur during
special sessions as part of its “blended” program,! and the core
courses occur during the regular session. The director’s response

appears reasonable based on our review of the program description.

However, in another field, San José State did not provide an
explanation for its conversion of an environmental studies course
from state-supported to self-supported in fiscal year 2010—11.

1 According to the director, a blended program combines state-supported core courses and
self-supported courses for the specialty track, such as nurse educator, that nursing students must
take to receive their degree.

December 2013

CSU Long Beach’s associate deans
have not explained why the campus
provided self-supported courses
that were necessary for degree
completion only during summer or
winter terms.



28

California State Auditor Report 2012-113
December 2013

Under the Broader Interpretation, We Identified More Than
900 Potential Instances of Supplanting

We also examined the number of self-supported and
state-supported courses the three campuses provided during
fiscal years 2007—08 through 2011—12. Using the broader, plain
meaning definition of supplant that we described earlier, we
reviewed whether the three campuses replaced state-supported
course sections with self-supported course sections. We identified
914 instances related to 856 courses where the number of
state-supported sections of a course declined and the number

of self-supported sections of the same course increased from

one year to the next. Table 5 illustrates the number of instances we
identified for each fiscal year on each campus.

Table 5

Number of Instances When State-Supported Course Sections Decreased From One Fiscal Year to the Next
and Equivalent Self-Supported Courses Increased

Fiscal Years 2007-08 Through 2011-12

FISCAL YEARS

CAMPUS 2007-08T02008-09  2008-09T02009-10  2009-10T02010-11*  2010-11T02011-12 TOTAL
California State University (CSU) Long Beach 56 75 244 48 423
CSU Sacramento 16 31 110 30 187
San José State University 51 79 131 43 304
Totals 123 185 485 121 914

Source: California State Auditor’s (state auditor) analysis of data obtained from the CSU’s Common Management System. Please refer to the
Introduction’s Scope and Methodology for the state auditor’s assessment of the reliability of the data.

Notes: We included summer session as the first term of a fiscal year and spring semester as the last term. This approach mirrors the definition of
college year found in CSU’s Statistical Abstract to July 2010, the latest edition.

The numbers shown in the table represent those instances when a campus reduced the number of state-supported sections from one year to the
next and increased the number of self-supported sections for the same course. Because this activity may have occurred for the same course over
multiple years (e.g., a campus may have reduced the number of state-supported sections from fiscal years 2007-08 to 2008-09, and then again from
2008-09 to 2009-10, while increasing the number of self-supported sections over the same periods), the numbers of instances (914) is greater than
the number of courses provided (856).

* Campus data indicate that the majority of the increase from fiscal year 2009-10 to fiscal year 2010-11 is attributable to campuses moving their
summer sessions from state-supported to self-supported beginning in 2010.

For example, in fiscal year 2008—09, CSU Sacramento provided

five state-supported sections of its Psychology 137 course. But in
fiscal year 2009—10, CSU Sacramento provided one state-supported
section and two self-supported sections of that course, reducing the
number of state-supported sections from five to one and increasing
the number of self-supported sections from zero to two. In fiscal
year 2009—10, CSU Long Beach provided 34 state-supported
sections of Political Science 100 and two self-supported sections.
But in fiscal year 2010-11, CSU Long Beach provided

31 state-supported sections of Political Science 100—three fewer
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than the previous fiscal year—and eight self-supported sections—
six more than the previous year. Similarly, San José State provided
129 state-supported sections of English 1B in fiscal year 2009-10
and zero self-supported sections. In fiscal year 2010—11, however,
San José State provided 114 state-supported sections (15 fewer than
the previous fiscal year) and four self-supported sections (four more
than the previous year).

When asked why the instances we identified were not considered
supplanting, the three campuses stated that the Chancellor’s Office
gave them the authority to offer self-supported summer session
courses. Specifically, a memo issued in December 2009 by the
Chancellor’s Office to the campus presidents gave them the option
in 2010 to offer self-supported summer session courses through
extended education at the same time as state-supported courses

in instances where it made sense for them to do so. The memo
also states that self-supported summer session courses offered
during 2010 for matriculated students were not mandatory and
that the campuses could not charge more than the published
limits of the summer 2010 state university fee schedule. According
to the Chancellor’s Office, it issued the memo because CSU was
experiencing extraordinary fiscal circumstances. In addition, a
memo issued in February 2011 by the Chancellor’s Office to campus
presidents gave them the option to offer summer session courses
through extended education in 2011 for continuing students. The
memo states that the campuses could charge matriculated students
the full cost of the self-supported instruction and any applicable
campus-based fees. The campuses reported that many of the

914 instances were the result of converting their state-supported
courses to self-supported summer session courses.

For CSU Long Beach, its 423 instances were related to 398 courses.
The campus stated that it opted to convert sections for 160 of its
state-supported courses to self-supported summer session courses,
as authorized by the Chancellor’s Office. As seen in Figure 1 on

the following page, the number of self-supported student seats

for the 398 courses increased by more than 8,000 from the fiscal
year 2009—10 summer session to the fiscal year 2010—11 summer
session.? In fiscal years 2010—11 and 2011-12, only 18 of the
two-year total of more than 17,500 summer session student seats
were for state-supported courses.

12 The student seat amounts count each student once for every course in which he or she received a
mark, such as a letter grade, a withdrawal, or an incomplete. Therefore, one student would account
for two student seats if that student received a mark in two courses during a summer session.
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Figure 1
California State University, Long Beach
Aggregate Trends for Certain Summer Session Student Seats
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Self-supported
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Fiscal Yearst

Source: California State Auditor’s (state auditor) analysis of data obtained from the California State
University’s (CSU) Common Management System. Please refer to the Introduction’s Scope and
Methodology for the state auditor’s assessment of the reliability of this data.

Note: The “student seats”amounts represented here count each student once for every course
in which they received a mark, such as a letter grade, a withdrawal, or an incomplete. Therefore,
one student would account for two student seats if that student received a mark in two courses
during a summer session.

* Campus data indicate that the majority of the increase from fiscal year 2009-10 to fiscal
year 2010-11 is attributable to CSU Long Beach moving its summer session from state-supported
to self-supported beginning in 2010.

T We included summer session as the first term of a fiscal year and spring semester as the last
term. This approach mirrors the definition of college year found in the CSU’s Statistical Abstract to
July 2010, the latest edition.

The campus also converted sections for 100 state-supported courses to
self-supported May and winter intersession courses because it believed
doing so gave students additional access to courses so that they could
either accelerate their time to graduate or gain access to courses that are
in high demand during the fall and spring terms. The campus reported
that the remaining self-supported summer session courses include
short-term study abroad opportunities, independent study, and courses
for degree programs that have groups of students, or cohorts, that

are mutually exclusive from the cohorts in its state-supported degree
programs, such as its Master of Arts in Communicative Disorders.

For CSU Sacramento, its 187 instances were related to sections for
177 courses. The campus stated that it opted to convert sections

for 73 of its state-supported courses to self-supported summer
session courses. As Figure 2 shows, the number of self-supported
student seats for the 177 courses increased by more than 3,000 from
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the fiscal year 2009—10 summer session to the fiscal year 2010-11
summer session. In fiscal years 2010—11 and 2011-12, a two-year
total of almost 7,000 summer session student seats were exclusively
for self-supported courses.

Figure 2
California State University, Sacramento
Aggregate Trends for Certain Summer Session Student Seats
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Source: California State Auditor’s (state auditor) analysis of data obtained from the California State
University’s (CSU) Common Management System. Please refer to the Introduction’s Scope and
Methodology for the state auditor’s assessment of the reliability of this data.

Note: The “student seats”amounts represented here count each student once for every course
in which they received a mark, such as a letter grade, a withdrawal, or an incomplete. Therefore,
one student would account for two student seats if that student received a mark in two courses
during a summer session.

* Campus data indicate that the majority of the increase from fiscal year 2009-10 to fiscal
year 2010-11 is attributable to CSU Sacramento moving its summer session from state-supported
to self-supported beginning in 2010.

T We included summer session as the first term of a fiscal year and spring semester as the last
term. This approach mirrors the definition of college year found in the CSU’s Statistical Abstract to
July 2010, the latest edition.

CSU Sacramento’s credit registration services manager (manager)
also reported that 72 of the self-supported courses were labeled
“CCE Program Offering,” meaning the courses have been approved
as part of the curriculum for a program administered by the
College of Continuing Education (self-supported) and are only
available to students participating in one of the college’s programs.

December 2013
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The remaining courses were primarily offered during the winter
intersession, and according to the manager, the winter intersession
has always been provided exclusively by the College of Continuing
Education.

Finally, for San José State, its 304 instances were related to

281 courses. The campus stated that it opted to convert sections
for 188 of its state-supported courses to self-supported summer
session or winter intersession courses in accordance with the
Chancellor’s Office’s instructions. As seen in Figure 3, the number
of self-supported student seats for the 281 courses increased by
more than 5,000 from the fiscal year 2009—10 summer session to
the fiscal year 2010—11 summer session. In fiscal years 2010—11 and
2011—12, only 48 of the two-year total of more than 11,500 summer
session student seats were for state-supported courses.

Figure 3
San José State University
Aggregate Trends for Certain Summer Session Student Seats
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Source: California State Auditor’s (state auditor) analysis of data obtained from the California State
University’s (CSU) Common Management System. Please refer to the Introduction’s Scope and
Methodology for the state auditor’s assessment of the reliability of this data.

Note: The “student seats” amounts represented here count each student once for every course
in which they received a mark, such as a letter grade, a withdrawal, or an incomplete. Therefore,
one student would account for two student seats if that student received a mark in two courses
during a summer session.

* Campus data indicate that the majority of the increase from fiscal year 2009-10 to fiscal
year 201011 is attributable to San José State University moving its summer session from
state-supported to self-supported beginning in 2010.

T We included summer session as the first term of a fiscal year and spring semester as the last
term. This approach mirrors the definition of college year found in the CSU's Statistical Abstract to
July 2010, the latest edition.



San José State did not distinguish between the self-supported
summer session and winter intersession courses, stating only that
winter intersession has always operated on a self-supported basis.
The campus reported that the remaining self-supported courses
were primarily related to degree programs offered to distinct
noncampus populations (e.g., Lockheed Martin engineers) and to
nonmatriculating Open University students.!3

Legislative Changes Are Necessary to Determine the Impact of
Supplanting State-Supported Courses

Because of the different interpretations of the term supplanting and
the absence of a method for measuring whether supplanting was
occurring, we could not definitively conclude that supplanting
occurred on the campuses, nor the extent to which it occurred.

We also could not precisely measure the effect on students of the
campuses’ potential instances of supplanting.

Earlier we described two potential interpretations of supplanting:
the Chancellor’s Office’s interpretation found in the 2010 court
case and the plain meaning interpretation. As our analysis
shows, depending on how supplanting is interpreted, there

can be significantly different results. We identified 26 potential
instances of supplanting using the narrower 2010 court case
interpretation but 914 potential instances using the broader, plain
meaning interpretation.

In addition, although we were able to analyze the increases and
decreases in numbers of courses and course sections moving from
state-supported to self-supported, we were unable to determine
the reasons for the movement. The campuses provided us with
high-level explanations for why they believe that actual supplanting
did not occur for the potential instances of supplanting we found.
However, to truly understand whether supplanting occurred,

the campuses would need to track the movement of the courses
or course sections and identify the cause of the movement. In

its 2011 memo to the campus presidents, the Chancellor’s Office
stated that migrating courses and programs from state-supported
to self-supported constituted supplanting, but it did not instruct
the campus presidents to track this movement. The campuses’
individual departments and their respective deans are responsible
for making the decision to add, cancel, or reduce the number of
courses and course sections. The associate vice president of

San José State’s Office of Undergraduate Studies noted that

13 Open University is a program available on all 23 CSU campuses to anyone who wants to attend a
college course without being admitted to the university.
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We could not precisely measure the
effect on students of the campuses’
potential instances of supplanting.
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Because some matriculated
students may be receiving financial
aid to assist with their extended
education tuition, we cannot
conclude that all of them are
paying higher fees.

his campus does not have a process in place to systematically
monitor the fluctuation patterns for state-supported courses and
course sections.

Further, as we explain in Table 3 for objective 9 on page 17, we could
not precisely measure the financial and demographic impact that
the potential instances of supplanting had on students. However,

a full-time undergraduate student who took 6.1 units or more

at the three campuses we reviewed would have been charged
tuition fees of $5,472 for academic year 2011—12. If the student

also needed to take a three-unit course to achieve his or her CSU
degree, and the campuses were to offer this course only during
summer session through extended education, the campuses would
charge the student additional fees ranging from $822 to $945 to
take this course. Conversely, if the same student needed to take
only one three-unit course to achieve his or her degree, and the
campuses were to offer this course only during summer session
through extended education, the campus would not charge the
student tuition fees of $3,174 for zero to six units, as it otherwise
would during the academic year. Instead, the campus would charge
the student fees ranging from $822 to $945 to take the course

and the student would save between $2,229 and $2,352.

In its December 2009 memo to the campus presidents, the
Chancellor’s Office stated that the State University Grant (SUG)
policy would be modified to permit campuses to award grants, at
their discretion, to matriculated students enrolling in self-supported
courses that count toward their CSU undergraduate and

graduate degrees and approved post-baccalaureate programs. All
three campuses stated that they have not awarded their SUG money
during the summer term because they have awarded it to students
for the spring and fall terms. None of the campuses indicated that

it awarded any SUG money to students taking extended education
courses, but Table 2 on pages 14 and 15 shows that some students
taking these courses were able to receive other types of financial

aid. Because some matriculated students may be receiving financial
aid to assist with their extended education tuition, we cannot
conclude that all of them are paying higher fees.

Until the Legislature and CSU define supplanting and direct the
campuses to establish a method for tracking and evaluating

the movement between state-supported and self-supported
courses and course sections, any instances of supplanting will
remain unclear and may result in the campuses charging students
additional fees to take extended education courses.



Recommendations

Legislature

To provide sufficient direction to the CSU Chancellor’s Office

and CSU campuses regarding the supplanting of state-supported
courses or programs by self-supported courses or programs, the
Legislature should enact clarifying statutory language during

the 2014 Legislative Session regarding its intent for California
Education Code, Section 89708. This clarifying language should
include a definition of the term supplant and a description of

how CSU should measure whether supplanting is occurring. The
clarifying language should also require each CSU campus to take all
reasonable steps to ensure that when it makes course or program
offering decisions, those decisions do not force students attempting
to earn a degree to take courses through extended education that
are required as a condition of degree completion.

CSU Office of the Chancellor

To help the Legislature clarify its intent regarding supplanting as
identified in the California Education Code, Section 89708, the
Chancellor’s Office should immediately begin working with

the Legislature and its staff to that end.

Until the Legislature clarifies its intent regarding California

Education Code, Section 89708, the Chancellor’s Office should
immediately finalize its executive order pertaining to extended
education. This guidance should identify appropriate oversight
mechanisms for ensuring campuses’ compliance with this law.

Within six months of the date the Legislature clarifies its

intent regarding California Education Code, Section 89708, the
Chancellor’s Office should develop and issue final guidance to
campuses regarding supplanting, including identifying appropriate
oversight mechanisms for ensuring campuses’ compliance with
this law.
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CAMPUSES COULD NOT DEMONSTRATE THEY FOLLOWED
THE CALIFORNIA STATE UNIVERSITY STUDENT FEE POLICY

FOR EXTENDED EDUCATION

Contrary to policy established by the California State University
(CSU), the three CSU campuses we examined did not always
prepare and consider statements of revenues and expenditures when
setting fees for extended education programs.i* CSU policy requires
campus presidents to consider the information on these statements
before establishing or adjusting any fee. In addition, two of the
three campuses we reviewed raised fees using unjustified
methodologies. When campuses do not follow the CSU student fee
policy, they cannot justify the fees they set and charge students for
extended education courses and programs. In addition, we do not
find that a systemwide cap for extended education fees is necessary.
Although state law requires CSU to collect from students t