The University of Texas System
Summary of 2008-09
House Appropriations Committee Substitute to House Bill 1
and Comparison to 2006-07

For the University of Texas General Academic Institutions, Health-related
Institutions, and System Administration, the House Appropriations Committee
recommendations represent a net increase of $254.6 million in General Revenue
for the 2008-09 biennium compared to 2006-07. This funding includes an increase
of $107.5 million for operating funds, including formula funding, the new Texas
Competitive Knowledge Fund, formula hold harmless, and increases to special
items, plus an increase of $147.1 million for debt service on new and existing
tuition revenue bonds (TRB). The operating fund increases (increases net of TRB
debt service) of $107.5 million can be seen on page 6 and include General
Academic Institutions’ increases of $44.9 million, or 3.62 percent, and Health-
related Institutions’ increases totaling $62.5 million, or 4.14 percent.

Highlights of the General Revenue increases to higher education are summarized
below.

GENERAL ACADEMICS

Formula Funding

Statewide, formula funding recommendations increase by $26.2 million for the general
academic institutions due to enrollment growth of 1.1 percent calculated by the
Legislative Budget Board (LBB). The LBB recommendations allocate enrollment growth
funding only to the Instruction & Operations formula, as has been done historically.

Instruction & Operations formula funds are allocated using the cost-based formula
matrix at a 75 percent phase-in (with no hold harmless built into the matrix). Funds are
allocated based on semester credit hours from the spring, summer, and fall 2006
semesters. |If past procedures are followed, spring 2006 enrollment will be replaced
with spring 2007 during Conference Committee as the semester credit hour base period
typically used to allocate the formula appropriations.

Overall formula hold harmless of $28.4 million is provided for General Academics and
Texas State Technical Colleges to bring institutions to 97 percent of their current
biennial formula funding amount. Three UT institutions (UT Arlington, UT Austin, and
UT Tyler) benefit from formula hold harmless.

Five UT General Academic Institutions receive formula increases that total $16.1
million: UT Dallas, UT Pan American, UT Brownsville, and UT San Antonio.

Four UT institutions receive a net decrease in formula funding (including hold harmless)
of $20.3 million: UT Arlington, UT Austin, UT El Paso, and UT Tyler.
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Texas Competitive Knowledge Fund

A new Texas Competitive Knowledge Fund is created, to be funded through reallocation
of $66.2 million of funds from UT Austin, Texas A&M and Texas Tech universities and
the University of Houston and an additional $49.4 million in new General Revenue. The
resulting $115.6 million is allocated among all 35 general academic institutions
generally based on a formula of $1 million for each $10 million in research over the last
three years (2003-2005). This results in allocations for the biennium to System
institutions as follows:

o UT Arlington $2.6 million
o UT Austin $39.3 million
o UT Dallas $3.5 million
o UT El Paso $3.1 million

o UT Pan American $420,000
o UT Brownsville $340,000
o UT Permian Basin $139,000
o UT San Antonio $1.8 million

o UT Tyler $60,000

Tuition Revenue Bond Debt Service

Consistent with the LBB recommendations, the House Appropriations Committee fully
funds debt service on existing TRBs and on new TRBs authorized by House Bill (HB)
153, 79" Legislature, Third Called Session, 2006.

Research Development Fund
Although the total amount of the Research Development Fund (RDF) has decreased by

$2 million, the UT academic institutions benefit from the RDF by an additional $0.9
million in 2008-09.
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New or Additional Funding for Special Items

Several special items receive new or additional funding at UT System academic
institutions:

0 $3 million at UT Austin for the McDonald Observatory
0 $362,500 at UT Austin for the Garner Museum
0 $9 million at UT Permian Basin for Instructional Program Support
o $500,000 at UTPB for the Performing Arts Center Start-up
e In general, the top three or four exceptional item requests at all institutions are

left for future consideration via Article XI.

HEALTH-RELATED INSTITUTIONS

Formula Funding

Consistent with LBB recommendations, enroliment growth based on the funding weight
of 1.000 is funded for the Health-related Institutions for a General Revenue increase of
$22.3 million for all nine health-related institutions. An additional $5 million in General
Revenue enhancement funding is also provided for the Instruction and Operations
formula.

An additional $18.7 million in General Revenue is provided to increase the Biomedical
Science and Nursing Graduate weights. Institutions that qualify for these weights will
not be eligible to receive the Small Class Supplement.

An additional $47 million is provided for the Graduate Medical Education (GME)
formula. Of this amount, $3 million is from funds previously trusteed at the Higher
Education Coordinating Board and $44 million is new General Revenue. Total GME
funding is $72 million for the biennium.

Tuition Revenue Bond Debt Service
Consistent with the LBB recommendations, the House Appropriations Committee fully

funds debt service on existing TRBs and on new TRBs authorized by House Bill (HB)
153, 79" Legislature, Third Called Session, 2006.
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New or Additional Funding for Special Items

e $1 million at UT Southwestern for the Center for Treatment and Research on
Sickle Cell Disease.

e 35 million at UT HSC San Antonio for the Regional Academic Health Center.

e The pilot program of the mission-specific formula for UT MD Anderson is
adopted.

e All other exceptional item requests are left for future consideration via Article XI.

HIGHER EDUCATION FUND

Funding for the Higher Education Fund (HEF) increased by $175 million in General
Revenue Funds for a total of $525 million due to the implementation of House Bill 3001,
Seventy-ninth Legislature, Regular Session, 2005. The University of Texas at
Brownsville and the University of Texas Pan American are the two institutions within the
University of Texas System that are eligible for HEF appropriations.

HIGHER EDUCATION COORDINATING BOARD

Consistent with LBB recommendations, funding includes an increase of $10.8 million to
fund the College Readiness Initiative adopted by the 79" Legislature, Third Called
Session, 2006.

Funding for the Higher Education Coordinating Board increased for the following
programs:

e An increase of $9 million in General Revenue for the Professional Nursing
Shortage Reduction Program.

e An increase of $150 million in General Revenue for Student Financial Aid
programs. This increase includes:

0 $120 million for TEXAS Grants
0 $ 5 million for the B-on-Time Loan Program

0 $ 5 million for College Work Study
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o0 $ 5 million for the Texas Education Opportunity Grants

o $15 million to provide a state match for the statutorily required designated
tuition set-asides. Funds are to be distributed in a pro rata manner to the
institutions in an amount equal to the amount of tuition set aside by each
institution.

e An increase of $1.9 million in General Revenue for new community college
campuses.

Trusteed funds for the Graduate Medical Education (GME) program in the amount of $3
million are transferred to the GME formula for the Health-related Institutions. $600,000
remains trusteed at the Coordinating Board to fund unaffiliated independent residency
programs.

PUBLIC COMMUNITY AND JUNIOR COLLEGES

The LBB recommendations reduce General Revenue funding to the public community
and junior colleges by $57.6 million due primarily to a reduction in contact hours.
Current funding recommendations increase formula General Revenue by $108.5 million,
including formula hold harmless so that all public community and junior community
colleges are at 97 percent of the 2006-07 appropriations levels.

HIGHER EDUCATION EMPLOYEES GROUP HEALTH INSURANCE

Consistent with LBB recommendations, funding for higher education group health
insurance has increased by $34.1 million in General Revenue to bring the state’s
premium contribution rate to 90 percent of the contribution rate for state agency
employees.

TEACHERS RETIREMENT SYSTEM

Funding for the Teacher Retirement System has increased by $135 million to reflect the
decision to increase the state contribution rate from 6.00 percent to 6.70 percent of
payroll for each fiscal year.
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