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ASSEMBLY THIRD READING 
AB 1456 (Medina and McCarty) 

As Amended  April 12, 2021 
Majority vote 

SUMMARY 

Enacts the Cal Grant Reform Act.  

Major Provisions 
1) Enacts the Cal Grant Reform Act; specifying that the act would become operative for 

students to apply for financial aid beginning October 1, 2022, and to receive financial aid for 
the 2023–24 academic year. 

2) Specifies that the new Cal Grant Program consists of a Cal Grant 2 Program and a Cal Grant 

4 Program. 

3) Establishes the Cal Grant 2 Program for students enrolled in a degree, certificate, or transfer 

program at a campus of the California Community Colleges (CCC). 

4) Establishes the Cal Grant 4 Program for students enrolled in any institution, other than a 
CCC, meeting the definition of "qualifying institution" as it read on January 1, 2022. 

(Qualifying institutions included, but are not limited to the following: the California State 
University (CSU), the University of California (UC), and Independent California Colleges 

and Universities (ICCU)). 

5) Grandfathers existing Cal Grant A, B, C (Entitlement and Competitive Programs Award) 
Program award recipients in for these programs until the expiration of their award eligibility. 

6) Suspends and makes the current financial aid program inoperable on an unspecified date. 

Please refer to the Assembly Committee on Higher Education policy analysis for in-depth 
provisions of this measure. 

COMMENTS 

Background. The Legislature appropriates more than $2 billion annually toward financial aid. 
Nearly 400,000 students are expected to receive a Cal Grant this year. Financial aid is critical to 

providing access to higher education for low-income students, and research continues to 
underscore the importance of the Cal Grant program: a study published in February of 2019 in 
the American Economic Journal, found that Cal Grant increases persistence in college, degree 

attainment, and post-college earnings.   

Despite the state's significant investment and strong evidence of the benefits of financial aid, 
there is significant consensus among higher education stakeholders that California's aid programs 
are too complicated, exclude too many needy students, and do not adequately address the costs 

that today's students face; major factors contributing to rising student debt and suboptimal 
outcomes.   

All three public segments (the CCC, CSU, and UC) report slower time-to-degree and lower 
graduation rates for low-income students, compared to their peers. For California college 
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students that graduated with debt in 2018-19, 48% had student loan debt. The average debt load 
of a California college graduate in 2018-19 was $21,485, placing the state fourth lowest 

nationally, according to research by The Institute for College Access and Success (TICAS). The 
nationwide average of students that graduated with debt in 2018-19 was $28,950. Additionally, 
there is evidence that low-income students borrow more. For example, at UC, nearly 60% of 

students with $56,000 to $112,000 in household income borrow, and at CSU, nearly 8 in 10 
graduates with debt come from households with family incomes of $54,000 or less. 

Federal changes. As part of federal COVID-19 related legislation signed into law in late 
December 2020, the process for applying for and receiving federal aid was simplified. The 
federal changes, commencing with the 2023-24 academic year, in part, do the following: 

1) Simplifies the Free Application for Federal Student Aid (FAFSA) form. The FAFSA is the 
form students need to complete in order to receive any financial aid from the federal 

government to help pay for college.  

Each year, over 13 million students who file the FAFSA get more than $120 billion in grants, 

work-study, and low-interest loans from the U.S. Department of Education. Additionally, 
many states, including California, and colleges use the FAFSA to determine which students 

will receive state and institutional financial aid—and how much they will receive. 

Simplifying the FAFSA will not only make the form easier to fill out by eliminating two-

thirds of the questions, but it will also affect the determination of financial need for low-, 
middle- and high-income students.  

2) Changes the Expected Family Contribution (EFC) to the Student Aid Index (SAI). While the 
SAI is similar in nature to the EFC, according to TICAS, the name change will more 

accurately reflect the meaning of the calculation when determining student aid eligibility 
rather than an expectation of what a family can afford to pay for college.  

Under the new model, a student applicant's SAI can be as low as -$1,500; however, the 
lowest EFC under the existing model is $0.  

Committee Staff understands that the goal of the negative SAI is to provide states and 
postsecondary institutions of learning a more nuanced picture of student need in order to best 

target institutional and campus-based aid. 

3) Changes how Pell Grant eligibility will be determined. Using the simplified FAFSA form, 

the Pell amounts will generally be determined by subtracting the SAI from the maximum Pell 
Grant award. Students who have a negative or zero SAI will receive the maximum amount 

available. 

Applicants whose family adjusted gross income (AGI) falls below a specified percentage of 

the federal poverty level, will be guaranteed eligibility (regardless of their SAI). Further, 
applicants whose family AGI is up to 225% of the federal poverty level could also be eligible 
for the maximum award, and up to 400% of the federal poverty level for the minimum Pell 

award.  

Challenges with the existing Cal Grant program.  

1) Cal Grant program excludes hundreds of thousands of needy students.  
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2) Non-tuition costs are not adequately addressed.  

3) State aid programs are too complex.  

4) Despite state and segment focus on quicker time-to-degree, state aid does not adequately 
cover summer school costs.  

Need for state financial aid reform. Assembly Members José Medina and Kevin McCarty, along 

with Senator Connie Leyva, wrote a letter to CSAC in September 2019, calling on the 
Commission to create a working group of financial aid stakeholders to develop recommendations 

to reform Cal Grant. The group was asked to consider the priorities of previous reform 
legislation - AB 1314 (Medina) and SB 291 (Leyva) – and create a plan, and cost estimates, to 
expand Cal Grant eligibility and better support students' costs. Due to the global pandemic, and 

the initial budget forecast signaling a budget shortfall, the original proposal from the 
aforementioned workgroup, was not formally presented to the Legislature.  

Assembly Members José Medina and Kevin McCarty, along with Senator Connie Leyva in Fall 
2020, asked CSAC to prepare a new proposal that could work within current Cal Grant funding 
levels. The new proposal has a similar structure to the first proposal. Major features of the 

proposal include:  

1) Cal Grant 2. The Cal Grant 2 would serve community college students by providing non-

tuition support to students with a zero EFC. The proposal would eliminate high school GPA 
verification, eliminate time out of high school and age requirements, and allow students to 
apply until Sept. 2 for the academic year.  

2) Cal Grant 4. The Cal Grant 4 would serve UC and CSU students, as well as students at 
private institutions. Similar to Cal Grant 2, the proposal would eliminate time out of high 

school and age requirements, and would lower the GPA requirement from 3.0 to 2.0. The 
award would cover full tuition & fees at a UC or CSU and maintain existing award amounts 
for students at eligible private institutions. Segment-based institutional aid programs would 

be expected to provide zero EFC students with a stipend to support their basic needs 
expenses.  

This measure, in part, is in response to the findings and recommendations of the proposal. 
Additionally, this measure seeks to make necessary changes to state law in order to be in 
compliance with the upcoming federal financial aid changes. 

Governor's 2021-22 Budget Proposal. Part of the Governor's 2021-22 Budget Proposal assumes 
a total financial aid expenditure of $2.8 billon, of which $2.6 billion support the Cal Grant and 

MCS Programs. The Governor's proposal, in part, includes the following:  

1) $35 million ongoing General Fund (GF) increase to add 9,000 Competitive Cal Grants 
(increasing the total number of awards to 50,000).  

2) $25 million ongoing GF increase for the Former and Current Foster Youth Access Award.  

a) Eligible new or renewal Cal Grant A students will receive an access award of up to 

$6,000.  
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b) Eligible new or renewal Cal Gant B students will see their access award increase from 
$1,648 to $6,000.  

c) Eligible new or renewal Cal Grant C students will see their book and supply award 
increase from $1,094 to $4,000. 

Please refer to the Assembly Committee on Higher Education policy analysis for further 

discussion. 

According to the Author 
According to the author, "California's primary state-funded student financial aid program was 

designed six decades ago and no longer meets the needs of the state's struggling college 
students." The author contends that, "In 2020, 7 of 10 students lost some or all of their income 

due to the COVID-19 pandemic. Indeed, COVID-19 and the ensuing recession have only 
heightened financial pressures being experienced by students while also highlighting the need for 
longer-term structural reform of state financial aid."  

The author states, "For too long, California's financial aid system has excluded too many 
students. In the midst of a pandemic that has exacerbated socioeconomic inequalities, it is critical 

that we modernize and reform Cal Grant's framework to reflect the needs and students of the 
Twenty-First Century. AB 1456 will introduce a new path for college affordability in 
California." 

Arguments in Support 
According to the California Lieutenant Governor, the Honorable Eleni Kounalakis, "The Cal 

Grant Equity Framework proposed in AB 1456 was developed after years of consultation with 
students, segments, and other key higher education stakeholders. AB 1456 puts California on the 
path to fix financial aid and to ensure that students can truly access and benefit from the 

opportunities that higher education provides. In adopting this new framework, policymakers can 
extend eligibility for state financial aid to thousands of additional students, simplify an overly 
complicated system, and remove the eligibility barriers that have restricted so many of the most 

financially vulnerable students. Given the impact of COVID-19 on California and its economy, 
we simply cannot afford to lose an opportunity to invest in our state's most important asset – our 

students."   

Arguments in Opposition 
There is no opposition on file. 

FISCAL COMMENTS 

According to the Assembly Appropriations Committee:  

1) Ongoing General Fund (GF) costs in the low hundreds of millions of dollars to reform the 

Cal Grant program. Costs would be higher in the initial years of the program and would 
decline as the current Cal Grant program is phased out. According to CSAC, in the 2023-24 
academic year, additional program costs would be about $413 million. Costs would decrease 

and likely stabilize over time to about $155 million in the 2028-29 academic year. (These 
costs are on top of the current annual Cal Grant allocation of $2.294 billion which would be 

shifted from the existing Cal Grant program to the new Cal Grant program.) 
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2) Ongoing GF costs in the tens of millions of dollars to provide additional awards to students 
participating in the students with dependent children program. Costs would increase for this 

program over current funding because, using Cal Grant 2 and Cal Grant 4 to determine 
student eligibility, more students would be eligible. The program currently provides an 
additional $6,000 maximum award for eligible students. According to CSAC, the program 

would need an additional $76 million annually to provide the award to all eligible students. 
The program currently has a statutory cap of $125 million annually; however, only $98 

million is currently budgeted for the 2021-22 academic year. 

3) Ongoing Proposition 98 GF cost pressures of an unknown amount to CCCs to provide 
additional Student Success Completion Grants as a result of this bill. The Student Success 

Completion Grants requires a student who receives a Cal Grant B or C and enrolls full time 
to receive a Student Success Completion Grant. The grant provides a $4,000 maximum 

award annually. Because this bill eliminates Cal Grant B and C, a student would presumably 
need to receive a Cal Grant 2 to receive a Student Success Completion Grants. Because more 
CCC students will receive a Cal Grant 2 than currently do a Cal Grant B or C, more students 

would be eligible and costs would likely increase. In the 2020-21 academic year, CCC 
provided a total of $159 million for the Student Success Completion Grant.  

4) Ongoing GF costs of about $375,000 to CSAC. Of this, about $232,000 would be for two 
additional staff to support the new Cal Grant program and the remainder would be to hire two 
additional staff to support the CSAC call center.  

5) One-time GF costs of about $1.1 million to CSAC. Of this, about $950,000 would be to 
modify CSAC's grant delivery system for the new Cal Grant program and the remainder 

would be to facilitate an information campaign for the new Cal Grant program and to 
onboard new staff. 

6) Minor GF and Proposition 98 GF costs to the UC and CSU to adopt a statement of policy 

related to institutional aid and for UC, CSU and CCC to report certain information related to 
the new Cal Grant program.  

The state would need to reimburse these costs to CCC, if the Commission on State Mandates 
determines the bill's requirements to be a reimbursable state mandate. 

VOTES 

ASM HIGHER EDUCATION:  10-0-2 

YES:  Medina, Choi, Arambula, Bloom, Gabriel, Irwin, Levine, Low, Blanca Rubio, Santiago 
ABS, ABST OR NV:  Kiley, Valladares 
 

ASM APPROPRIATIONS:  13-0-3 
YES:  Lorena Gonzalez, Calderon, Carrillo, Chau, Fong, Gabriel, Eduardo Garcia, Levine, 

Quirk, Robert Rivas, Akilah Weber, Holden, Luz Rivas 
ABS, ABST OR NV:  Bigelow, Megan Dahle, Davies 
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