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Background
On May 13, 2014, the Commission approved three performance-based funding measures for Adult Education and Literacy (AEL).  Staff recommended three measures to be used for programs to access 5 percent of their allocated funding:
 
Performance Funding Measure A: Total Served with 12+ Hours
30 percent of performance funding awarded for grantee meeting 60 percent of their contracted Total Served with 12+ Hours target, by the end of quarter 2. 
 (Performance period through December 31, 2014)

Performance Funding Measure B: Educational Gains
35 percent of performance funding awarded for grantees achieving an average of 100 percent of target across the 11 Department of Education Educational Gain measures with performance on each of the 11 measures achieving at least 95 percent of target. 

(Performance period through June 30, 2015)

Performance Funding Measure C: Transition and Career Pathway Class Enrollment
35 percent of performance funding for grantees achieving at least 95 percent of both their negotiated Transitions class enrollments and their Career Pathway enrollments by June 30, 2015. Enrollment is considered a student who has been pretested and received 12 or more contact hours. 
(Performance period through June 30, 2015)

Seven of the 35 AEL grant recipients met Performance Funding Measure A by December 31, 2014.  A total of $92,426 was made available to these seven grant recipients.  The grant recipients that did not meet the measure have created a balance of $847,336.  Criteria for reobligation of funds are outlined in TWC’s Chapter 800 General Administration rule §800.78. 

Issue—Performance Funding Measure A
· Ramp-up period resulting from statewide AEL procurement and Program Year 2014 fund carryover has resulted in lagging expenditures and enrollments.
· Deobligation of performance-based funding amounts for 28 grant recipients that did not meet Performance Funding Measure A will also result in a decrease in their contracted targets, potentially impacting overall state enrollment targets.

Staff Recommendations

Performance Funding Measure A 
Staff recommends that the Commission waive Performance Funding Measure A and provide performance incentive funds from the State Leadership reserve to the seven grantees that met Performance Funding Measure A with no additional targets.  This option:
· maintains grant amounts and contracted performance targets across the state;
· conveys the importance of performance through incentives; and
· acknowledges ramp-up transition effects.

Performance Funding Measure B 
In addition to waiving Performance Funding Measure A, Staff recommends modification of Performance Funding Measure B.  This modification will align performance expectations with the variance standard that is customarily used for state legislative performance measures.

Staff recommends that Performance Funding Measure B be modified to read (emphasis added):

35 percent of performance funding awarded for grantees achieving an average of 95 percent 100% of target across the 11 Department of Education Educational Gain measures with performance on each of the 11 measures achieving at least 95% of target.

Performance Funding Measure C
Staff recommends modifying the language in Performance Funding Measure C to clarify how this measure is calculated.  Staff wants to make clear that providers must meet 95 percent of their Transitions class enrollment target and 95 percent of their Career Pathway enrollment target, each calculated separately.  Because grant recipients had flexibility for PY’14-’15 to propose their own targets for this measure, allowing performance on this measure to be calculated against a sum of the Career Pathway enrollment and the Transitions enrollment would allow a grant recipient to conceivably overenroll in one of these program types and not enroll at all in the other, which is not the intent of the measure.

Staff recommends that Performance Funding Measure C be modified to read (emphasis added):

35 percent of performance funding for grantees achieving at least 95% of both their negotiated Transitions class enrollments and 95 percent of their Career Pathway enrollments by June 30, 2015. 

Revisions are based on the following:
· Consistency with the variance standard that is customarily used for state legislative performance measures
· Consideration of comments and feedback from the field and grant recipient workgroups
· Importance of allowing grant recipients access to funds in the new performance year based on prior year performance to support and encourage strong performance in the new performance year and to fund needed professional development efforts.  (This measure is awarded in September 2015, based on performance through July 2015.)
· More timely analysis of realistic performance from new grant recipients (analysis for these measures was based on previous grant recipient data, as this was the only data available at the time) and ongoing feedback from grant recipients regarding concerns over the feasibility of meeting 95 percent of target for each individual measure, particularly for measures that historically have extremely low enrollments.

Waiving Performance Funding Measure A, while still rewarding strong performance, supports continued improvement under the new AEL model, and modification of Performance Funding Measure B as an average of 95 percent across all targets is in line with current TWC expectations for Board performance measures.  
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