BILL ANALYSIS

C.S.H.B. 3015

By: Morrison

Higher Education

Committee Report (Subgtituted)

BACKGROUND AND PURPOSE

The current system used to st tuition in Texas does not provide sufficient pricing options for the array of
services an inditution may offer nor does it lend itsdf to providing incentives for students to make efficient
use of their time and state resources. It mandates the same basic rate across the state regardless of the
circumgtances of the individua student and unique needs of university campuses. With tuition flexibility,
universitieswould be able to use flexible rates as a means to achieve strategic goa's, such asimproved
graduation rates, better use of facilities, and improvement of academic programs.

TheNeed

! In times of economic difficulty, the chalengeisto make the highest and best use of exiging assets
and resources. Hexihbility would permit maintenance of current services during times such as these,

! The current tuition structure does not alow universties to use tuition policy to improve enrollment
management. For example, universities cannot provide incentives for students to take higher course loads
by using flat rates for full-time students, or lower summer rates to encourage students to take courses at
thet time.

! The current tuition structure while too rigid in part can aso be confusing.

! Under current budget congraints, flexibility is necessary to meet growing demands and shrinking
resources.

The Advantages

! Allows tuition to be set according to loca conditions and needs.

! Allows the smplification and consolidation of tuition and fees.

! Provides a source of revenue to maintain the quaity of services provided to sudents.

Key Elements of Tuition Flexibility

Community and Campus Responsiveness — Responds to student characteristics and needs at various
campuses, rather than having one satewide rate.

Affordability - CSHB 3015 provides that a minimum of 15% of the designated tuition increases be set
asde for non-loan tuition assistance to resident undergraduate students. The financia assstance
provided under this section will be in the form of grants, scholarships and work-study programs.

Recipients for assstance under CSHB 3015 will be prioritized according to needs not currently being
met by other programs. The TEXAS Grant Program currently provides financia assistance to most
students coming from lower income families. Resident undergraduate students whose tuition and fees are
not aready met by other non-loan assistance programs will receive priority for the assistance provided
under CSHB 3015.  Students coming from middle income families whose tuition and fees are not
aready covered by other non-loan financid assistance will receive this additional assstance to help offset
the cogts of tuition increases.
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CSHB 3015 aso provides aminimum of 3% of the designated tuition increases be set aside for non-loan
ass stance to non-resident undergraduate students. The financial assistance provided under this section
will be in the form of grant, scholarship and work-study programs.

Enrollment Management — Allows amechaniam for enrollment management, encouraging sudents to
take greater course loads and complete degrees more quickly. Because more students can be educated
each year, thiswould result in amore efficient use of facilities and other resources. Earlier graduation
reduces a student’s overal cost of educetion.

Potential Student Discounts — Allows the flexibility to set tuition rates (including selected discounted
rates) that vary among campuses, among academic programs; among classes offered at different times;
and among various types of courses (traditiond, inter-sesson, or online). Thisflexibility would enable a
better reflection of the costs of various services.

Market Driven — Allows flexibility with respect to inditutiona charges for nonresident, graduate and
professond students.

RULEMAKING AUTHORITY

It is the committee’ s opinion that rulemaking authority is expressy granted to the Texas Higher Education
Coordinating Board in SECTION 3 (Section 56.011 and 56.012, Education Code) of this bill.

ANALYSIS

CSHB 3015 amends Section 54.0513, Education Code, to eiminate the provision that redesignates the
building use fee previoudy authorized by Section 55.16, Education Code, astuition. The bill provides
that this section isretitled Designated Tuition. The bill provides that in addition to amountsthat a
governing board of an inditution of higher education is authorized to charge, the governing board is
authorized to charge an amount designated as tuition, rather than just tuion, in an academic year an
amount not to exceed the amount charged under Sections 54.051 or 54.0512, as gpplicable, in that
academic year.

CSHB 3015 provides that in addition to the amounts authorized by Subsection (@), the governing board
of an inditution of higher education may charge aresdent undergraduate student an additiona amount
designated as tuition for the 2003-2004 academic year, an amount not to exceed $23 per semester
credit hour, for the 2004-2005 academic year, an amount not to exceed $46 per semester credit hour;
and unless otherwise expressy provided by this code, for the 2005-2006 academic year and theresafter,
an amount the governing board considers necessary, and charged under the terms the governing board
considers appropriate, for the effective operation of the ingtitution.

CSHB 3015 provides that for a nonresident student or a student enrolled in a graduate or professiona
degree program, the governing board of an ingtitution of higher education may charge amounts designated
as tuition in the amounts and under the terms the governing board considers necessary for the effective
operation of the ingtitution.

CSHB 3015 provides that a governing board may set a different tuition rate for each program and course
level offered by each indtitution of higher education. A governing board may set a different tuition rate as
the governing board considers appropriate to increase graduation rates, encourage efficient use of
facilities, or enhance employee performance.

CSHB 3015 amends Section 54.051, Education Code, to provide that tuition may not be charged under
this section or under Section 54.0512 for any academic period after the 2004-2005 academic year.

CSHB 3015 amends Chapter 56, Education Code, by adding Subchapter B to provide that the

governing board of each ingtitution of higher education shal cause to be set aside not less than 15 percent
of any amount of tuition charged to aresident undergraduate student under Section 54.0513 in excess of
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$46 per semester credit hour. The funds set aside under this section by an indtitution shall be used to
provide financid assstance for resdent undergraduate students enrolled in the indtitution.

CSHB 3015 provides that to be eligible for assstance under this section, aresident undergraduate
student must establish financia need in accordance with rules and procedures established by the Texas
Higher Education Coordinating Board. Priority shal be given to resdent undergraduate students who
meet the coordinating board definition of financia need, and whose cost for tuition and required feesis
not met through other non-loan financia assstance programs. The bill provides that the financid
assistance provided under this section may include grants, scholarships, and work-study programs.

CSHB 3015 provides that the governing board of each ingdtitution of higher education shall causeto be
set asde not less than three percent of any amount of tuition charged under Section 54.0513 to a
nonresident undergraduate student in excess of $46 per semester credit hour. The funds set aside under
this section by an indtitution shal be used to provide financid assstance for nonresdent undergraduate
students enralled in the indtitution.

CSHB provides that to be eigible for assstance under this section, a nonresident undergraduate student
must establish financia need in accordance with rules and procedures prescrbed by the Texas Higher
Education Coordinating Board. Priority shal be given to nonresident undergraduate students who meet
the coordinating board definition of financial need, and whose cost for tuition and required feesis not met
through other non-loan financial assistance programs.

CSHB 3015 providesthat if the funds set aside under this section exceed the amount required to provide
financid assgtance to each igible nonresident undergraduate students digible, the inditution may use the
excess funds to provide the same type of financid need for sudents who qudify for financia assstance
under Section 56.011.

CSHB 3015 amends Subchapter H, Chapter 51, Education Code, to provide that not later than
November 30, 2004, the chief executive officer of each indtitution of higher educetion, as defined by
Section 61.003, shdl provide to the governing board of the ingtitution a report for the preceding fal,
soring, and summer semesters that examines the affordability and access of the inditution. The bill
provides that the report must include Satigtical information on the percentage of gross family income
required for astudent who isaresident of this sate to pay tuition and required fees charged by the
indtitution, the criteria used by the ingtitution to admit students to the inditution, an andysis of the criteria
used to admit students and to award financia assistance to students, considering the mission of the
indtitution and the purposes of higher education in this ate, and comparisons of the inditution with peer
inditutionsin this state and in other states with respect to affordability and access. The bill provides that
for purposes of the report, a student who applies for admission to or enrollsin an ingtitution and applies
for financid ad from the ingtitution may be required to provide documentation necessary for the inditution
to complete thereport. The bill provides that an ingtitution's report must be in the form prescribed by the
Texas Higher Education Coordinating Board in consultation with the ingtitution.

CSHB 3015 amends Section 54.619, Education Code, to provide he board may suspend new
enrollment in the program as the Prepaid Higher Education Tuition Board considers necessary to ensure
the actuarid soundness of the Texas Tomorrow congtitutiond trust fund.

CSHB 3015 amends Section 54.622, Education Code, to provide that the board may, in its sole
discretion, rather than shdl, make prepaid tuition contracts available for the junior college plan, senior
college plan,junior-senior college plan, and private college plan.

CSHB 3015 amends Section 54.624, Education Code, to provide that when the beneficiary of asenior
college plan prepaid tuition contract enrolls in a public senior college or university, the university shal
accept as payment in full of the beneficiary's tuition and required fees the lesser of the amount of tuition
and required fees charged by the indtitution, or an amount paid by the board under the contract equal to
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the weighted average amount of tuition and required fees of al public senior colleges and universities for
that semester or other academic period as determined by the board.

CSHB 3015 provides that each public senior college or university shdl provide the information requested
by the board on or before June 1 each year to assst the board in determining the weighted average
amount of tuition and required fees of dl public senior colleges and universities for each semester or other
academic term of the following academic year for purposes of this section.

EFFECTIVE DATE

This Act takes effect immediatdly if it receives avote of two-thirds of al the members eected to each
house, as provided by Section 39, Article 111, Texas Condtitution. If this Act does not receive the vote
necessary for immediate effect, this Act takes effect September 1, 2003.

COMPARISON OF ORIGINAL TO SUBSTITUTE

CSHB 3015 modifies the original by reingtating Sec. 54.0513, Education Code, and amending it to
eliminate the provision that the building use fee previoudy authorized in Sec. 55.16 isredesignated as
tuition, and to retitle the section as Designated Tuition. The subgtitute provides graduated tuition setting
guidelines for the 2003-2004 and 2004-2005 academic year and authorizes ingtitutions to set tuition for
the 2005-2006 academic year, and there after at arate the governing board considers necessary for the
effective operation of the indtitution. The subgtitute provides that an inditution can set non-resident and
graduate or professona degree program tuition at a rate the board considers necessary for the effective
operation of theinditution. The subgtitute provides that a governing board of an ingtitution may set a
different tuition rate for each program and course level offered by that indtitution of higher education. The
subdtitute adds provisions for financid assistance funded from set-aside amounts of tuition in excess of
$46 per semester credit hour charged to resident undergraduate and non-resident undergraduate
sudents. The substitute provides digibility criteriafor financiad assstance under Section 56.011 and
Section 56.012, Education Code. The substitute reingtates Interim Tuition Rates, Sec. 54.0512,
Education Code. The subgtitute reingtates Specid Summer Tuition Rates a Certain Inditutions. Pilot
Program, Sec. 54.0514, Education Code. The subgtitute eliminates Sec. 54.0031, Education Code,
which provided an expiration date for the authority of ingitutions of higher education to impose tuition
and student fees authorized by the introduced Act. The subgtitute reingtates existing provisons for tuition
limitsin cases of concurrent enrollment under Section 54.062, Education Code. The subgtitute reindtates
the minimum and maximum resident tuition set-aside provided under Section 56.033, Education Code,
for Texas Public Education Grants. The subgtitute provides additiond reporting requirements for
affordability and access under Section 51.4031, Education Code, and that the report be submitted by
November 30, 2004, rather than within 30 days of the end of each academic year. The subgtitute
reingtates provisons regarding tuition rates set by governing boards under Section 54.008, Education
Code. The substitute reinstates provisions for tuition rates under Section 54.051, Education Code, and
eliminates the provisons added by the origind to dlow an indtitution to set tuition under this section. The
subdtitute eiminates the requirement that tuition charged to resident undergraduate student may not
exceed 5 percent of their gross family income, and that the indtitution is required to bare the cost of any
additiond tuition expense above the 5 percent cap. The substitute adds Section 54.051(0) to prohibit
tuition from being charged under this section or under Section 54.0512, Education Code, for any
academic period after the 2004-2005 academic year. The substitute amends Sections 54.619, 54.622,
and 54.624, Education Code, to provide hold-harmless language for the tat€' s college savings plans.
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