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FOREWORD

This publication, prepared by The University of Texas System Office of General Counsel (OGC)
and Office of Governmental Relations (OGR), summarizes actions of the 80 Legislature
affecting higher education and is offered for the convenience of System officers and employees
who may need to implement or otherwise be aware of those legislative actions. In a departure
from the past practice of the two offices offering separate publications, this publication includes
both an overview of the 80™ Legislature prepared by OGR and summaries of individual bills
prepared by OGC attorneys.

The overview of the 80" Legislature includes a summary of the budget for the next fiscal
biennium and highlights selected significant legislation that became law. It also briefly describes
selected significant legislation that did not become law. More detailed summaries of HB 1, the
General Appropriations Act, and HB 15, the Supplemental Appropriations Act, are also included
later in the publication.

The summaries of individual bills follow the overview and are arranged by subject matter.
Within each subject, bills are listed in numerical order, not in order of significance. Some
individual bills appear under more than one subject heading. For each bill, the summary
describes the main points of the bill that affect higher education and provides a general
assessment of the impact of the bill. Many summaries offer brief guidance about implementation
and directions or suggestions as to which officers or employees should be aware of the bill. The
summary includes the name of the OGC attorney who prepared the analysis and who may be
contacted for further information.

Each summary is merely that—a summary. It is intended to direct the reader’s attention to a bill
and to provide enough information for the reader to determine whether detailed analysis and
possible development of an implementation plan is necessary. The summary is not a substitute
for a holistic analysis of a bill in light of the particular circumstances of an office or
institution.

The full text of each bill, as well as the legislative history and a wealth of other information for
each bill, is available free online at www.capitol.state.tx.us. That website is maintained by the
Texas Legislative Council, a state agency serving both houses of the Texas Legislature, and
contains many other resources regarding legislation.

This project was under the direction of Karen Lundquist, Senior Attorney and Deputy Ethics
Advisor, and Steve Collins, Associate Vice Chancellor for Governmental Relations and Special
Counsel. We welcome your suggestions on ways to improve this publication in the future so that
we may continue to serve you in the process of implementing legislation that affects your
mission.

Barry Burgdorf, Vice Chancellor and General Counsel
Barry McBee, Vice Chancellor for Governmental Relations


http://www.capitol.state.tx.us/
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OVERVIEW
OF THE 80™ LEGISLATURE

INTRODUCTION

Higher education played a prominent role throughout the regular session of the 80™ Legislature.
From “truth in budgeting” to the Top 10 Percent Law, higher education issues often took center
stage.

This overview summarizes the new state budget as it pertains to higher education and the UT
System; discusses significant bills of interest that became law; lists similar bills that failed to
become law; synopsizes proposed constitutional amendments and upcoming interim studies; and
outlines changes to various bodies on which the System might be represented or have input into
their composition.

Against a backdrop of record surplus revenue and needs ranging from Medicaid and the
Children’s Health Insurance Program to prison capacity and parks, institutions of higher
education collectively sought to avoid across-the-board budget reductions, fully fund tuition
revenue bonds, and increase funding for formulas, research and student financial aid.
Additionally, the UT System prioritized graduate medical education and various
special/exceptional items. Most of these goals were reflected in the final legislative outcomes.
Legislators sizably increased higher education and System funding, though not to the levels of
fiscal year 2002, prior to the significant budget cuts suffered during the 2003 session. They also
approved performance incentives, a new prepaid tuition plan, measures to address Texas’s
nursing shortage, and procurement changes. The Legislature has initiated a $3 billion cancer
research effort (subject to voter approval) and two major evaluations of higher education policy —
one to review fiscal policy and another to determine higher education’s role in global
competitiveness.

As always, what did not pass that would have directly affected the System or its institutions was
noteworthy: automatic admissions limits, tuition “re-regulation,” student lending practices
reforms, repeal of undocumented aliens’ tuition exemption, textbook cost controls, changes in
financial aid qualifications, stem cell research restrictions, budget transparency, and divestiture
of investments in the Sudan.

Lawmakers filed more than 6,300 bills and joint resolutions (B/JRs) -- a 13 percent increase over
2005’s 5,629 — and approximately 24 percent of them became law. The Office of Governmental
Relations (OGR) tracked, and the Office of General Counsel (OGC) analyzed, almost 30 percent
of all filed B/JRs, and almost half of tracked B/JRs pertained to Business Affairs or
Administration. In addition, the System’s Institute for Public School Initiatives (IPSI)
independently tracked and analyzed 600 B/JRs.



2007 LEGISLATIVE ACTIVITY
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BUDGET SUMMARY

The General Appropriations Act (GAA), in the form of HB 1 by Chisum/Guillen and Ogden,
authorizes $151.9 billion in state government spending, beginning September 1, 2007, for fiscal
years 2008 and 2009. The total is $9.4 billion more than the budget for FY 06-07, a 6.6 percent
increase overall. Almost half the budget — $73.3 billion — is general revenue (GR). In an
unprecedented decision made early on, lawmakers voted to exceed the constitutional spending
limit in order to fund an additional $14.2 billion in school property tax relief approved in 2006
(see below). Despite a record surplus, the Legislature chose not to appropriate about $7 billion in
available revenue: $2.7 billion in GR and $4.3 billion in the Economic Stabilization or “Rainy
Day” Fund. Across-the-board GR reductions of 10 percent ordered during the initial phase of the
appropriations process were rescinded.

Governor Perry, who sought unsuccessfully to modify if not end higher education lump-sum
appropriations, vetoed line items totaling approximately $570 million. Included in this amount
were more than $35.8 million in higher education special items, of which $13 million are System
projects or programs, $154 million for public community and junior colleges’ FY 09 employee
group health insurance contributions and $3.28 million for contact hour enrollment generated by
some new community colleges.



Constitutional Spending Limit

SCR 20 by Ogden and Chisum suspended the constitutional spending limit that restricts
increases in appropriations from one fiscal biennium to the next to the rate of growth in the
Texas economy (as measured by personal income). The limit applies only to state tax revenues
not dedicated by the constitution, which is mostly GR. It had become clear prior to the session
that swift action would be necessary because the amount of money required to “buy down” local
school property taxes would have caused appropriations for the 2008-09 biennium to exceed the
limit. The resolution allowed the 80th Legislature to appropriate $14.2 billion above the
spending limit. With the limit suspended, HB 2 by Chisum, et al. and Ogden (see below)
appropriates $14.2 billion for the biennium to pay for school property tax relief.

“Busting the cap” or “resetting the cap,” as it became known, did not affect the UT System
directly or indirectly.

Higher Education and the UT System

The FY 08-09 budget incorporates most of the priorities identified by the higher education
community and the System, many of which were mutual. Texas will spend an additional $1.35
billion in GR above FY 06-07 levels on higher education in FY 08-09, a 12 percent increase.
That total includes $140.5 million more on student financial aid, up 24 percent; $100 million for
performance incentive funding and scholarships; $175 million more for the Higher Education
Fund (HEF); and full funding of the Research Development Fund (RDF). Also increasing are
Available University Fund distributions, which are appropriated despite being Permanent
University Fund income.

The System’s overall GR appropriations total more than $3.2 billion for the biennium, up $318.5
million, including $171.4 million more in operating funds, an increase of 6.23 percent. As
groups, GR for the System’s general academic institutions (GAIs) increased by $84 million, or
6.75 percent, and the health-related institutions’ (HRIs) GR rose by $87.4 million, or 5.8 percent.
These figures exclude debt service on tuition revenue bonds (TRBs, see below). Another $304.7
millions is appropriated for the cost of employee group health insurance for the System and all
institutions, an $18.2 million increase.

Formula Funding

The Legislature increased higher education formula funding overall by $220.4 million: $125.9
million for the GAIs, $56.7 million for the HRIs, and $37.8 million for graduate medical
education (GME). HB 1 increases GR formula funding appropriations by $26.2 million for the
35 GAIs for enrollment growth. This money is allocated only to the Instruction & Operations
(I&0O) Formula. The budget also includes an additional $66 million in GR formula funding
enhancement, allocated 83 percent to the I&O Formula and 17 percent to the Infrastructure
Formula. All GAIs except UT Austin are held fully harmless for any adverse effects of the
formulas (e.g., declining enrollment). A $33.7 million appropriation restores any decreased
formula funding to FY 06-07 levels.



The System’s formula funding increased by $73.6 million. Six of its GAls will receive $32.2
million more in GR formula funding, and two will benefit from the hold-harmless provision in
the amount of $12.7 million. Formula funding increases of almost $56.7 million for UT’s HRIs
include $22.3 million to 1&O for non-weighted student enrollment growth and $34.4 million in
formula enhancement funding, with $25.9 million (75.3 percent) allocated to &0, $6.6 million
(19.2 percent) to Infrastructure, and $1.9 million (5.5 percent) to the Research Enhancement
Formula.

Several formula funding requests considered during the session were not funded in the GAA,
including an additional $34.5 million for weighted enrollment growth, $3 million for an
increased graduate nursing program weight, and new separate biomedical sciences and health
informatics weights.

Tuition Revenue Bonds (TRBs)

The Legislature appropriated $685.4 million to higher education for debt service on all TRBs. Of
the overall total, $284.4 million goes to the UT System: $176.7 million to its GAIs and System
Administration and $107.7 million to its HRIs. The amount appropriated by HB 1 includes
$313.1 million in additional GR to fully fund debt service on the $1.86 billion in new TRBs
($846.4 million to the UT System) authorized in 2006 during the 79" Legislature’s third special
session, through HB 153 by Morrison et al./Zaffirini. The state’s 35 GAIs and system offices are
to receive an additional $243.4 million of this new GR and the state’s HRIs, $69.6 million. More
than half the increase -- $147.6 million -- goes to the UT System, with $102.3 million allocated
to its GAIs for new TRB projects, $44.8 million to its six HRIs, and $13.1 million to the System
for debt service on UT Dallas’s science and engineering facility.

Student Financial Aid

HB 1 appropriates $747 million in all funds to help defray students’ costs of attending college,
an increase of $140.5 million. GR funding increased for four of the state’s five major programs:
TEXAS Grants, up $93 million to $428 million; the B-on-Time Student Loan Program, up $37
million to $77 million, allowing maintenance of current enrollment; College Work Study, up $5
million to $15 million; and Texas Educational Opportunity Grants, up $5 million to $14 million.
Tuition Equalization Grant funding is unchanged at the FY 06-07 level of $211.7 million. The
Texas Higher Education Coordinating Board (THECB) also is authorized to spend $150,000 to
study the feasibility of restructuring the state’s student financial aid programs.

Performance Funding

The budget includes $100 million in GR for the Higher Education Performance Incentive
Initiative to improve teaching and educational excellence at public general academic teaching
institutions. The money may also be used to fund scholarships for Texas high school students
graduating in the top 10 percent of their classes. The incentive program is being administered by
the THECB, which is to submit an initial proposal to the Legislative Budget Board and the
Governor’s Office by January 1, 2008.



Research

Overall research appropriations rose by $140 million to almost $191 million. The bulk of the
money is distributed through two programs: the Texas Competitive Knowledge Fund (TCKF),
which is to receive $93.2 million, and the Research Development Fund (RDF), which is to
receive $80.8 million. UT Austin will receive $39.4 million from the TCKF, and the other eight
System GAIs will receive $33.9 million from the RDF. The THECB’s Advanced Research
Program (ARP) is appropriated an additional $8.3 million. The total ARP appropriation is $16.7
million, and the UT and Texas A&M University systems may receive no more than 70 percent of
ARP funds. The UT System’s direct research appropriations increased by a net $42.8 million.

Technology

The Texas Emerging Technology Fund (TETF), which is used to acquire new or to enhance
existing research superiority at public institutions of higher education and is administered by the
Governor’s Office, aims to stimulate economic activity and development in Texas for emerging
technologies, particularly university research and technological commercialization, or
technology transfer. The fund will have $117.3 million available in FY 08-09, a 41 percent
decrease — $82.7 million — from the previous biennium. The total includes $75 million in new
GR, an estimated $25 million in unexpended FY 07 balances carried forward, and an
appropriation of $17.3 million in account balances and current and future interest earnings.
Unlike previous biennia, the Legislature did not appropriate to the TETF any surpluses from the
Economic Stabilization Fund.

Medical Education

The state’s HRIs will see an increase of $37.8 million for graduate medical education (GME),
also known as residency training, including $3 million transferred from THECB’s GME strategy
to the GME formula. The System’s HRIs will receive $37.7 million of the overall total $62.8
million appropriation.

The THECB appropriation contains $5.7 million for the Joint Admission Medical Program
(JAMP), up by $2.3 million, a 69 percent increase over the FY 06-07 level.

JAMP provides scholarships to assist highly qualified, economically disadvantaged students in
pursuing medical degrees.

Nursing

Additional funding was authorized for the Professional Nursing Shortage Reduction Program at
the THECB — an $8.7 million GR increase — for a total of $14.7 million for the biennium.
THECB Rider 40 outlines how this 145 percent increase from the program’s FY 06-07 level will
be spent. A proposed rider for more than $60 million was not adopted.

Correctional Managed Health Care

HB 1 appropriates $747.2 million to the Texas Department of Criminal Justice (TDCJ) for health
care services to state prison inmates provided through the UT Medical Branch (UTMB) at



Galveston and Texas Tech University Health Sciences Center, an increase of almost $86 million,
or 13 percent. UTMB is to receive $598 million, plus $10.4 million in bonding authority to
renovate its Galveston hospital.

Supplemental Appropriations

HB 15 by Chisum and Ogden provides TDCJ with $12.9 million in additional funding for
correctional managed health care, $5.1 million of which should go to UTMB. HB 15 also
reimburses UTMB $13.1 million directly for business interruption expenses incurred due to
Hurricane Rita and appropriates $7 million to the Department of State Health Services for the
Harris County Psychiatric Center operated by UT Health Science Center - Houston. All three
sums are GR available through FY 09. Gov. Perry vetoed line items in the bill totaling $80
million, none of which affect higher education or the UT System.

SELECTED SIGNIFICANT LEGISLATION THAT BECAME LAW
Academic Issues

Tuition and Fees

e Texas Tomorrow Funds

HB 2173 by Byron Cook, et al. and Brimer continues the functions of the Prepaid Higher
Education Tuition Board, which administers the Texas Tomorrow Funds, and permits the
board to consider administrative changes to the payout provisions should the original Texas
Tomorrow Fund I be determined to be actuarially sound and be reopened.

HB 3900 by Morrison, et al. and Shapiro establishes a new prepaid tuition unit undergraduate
education program, also known as the Texas Tomorrow Fund II. This is a pre-paid college
tuition program where persons can purchase units at a price based on academic costs set per
year that can be redeemed by beneficiaries to pay college tuition in later years. The Prepaid
Higher Education Tuition Board is authorized to contract with The University of Texas
Board of Regents to manage the investments for the Texas Tomorrow Fund II program
through The University of Texas Investment Management Company (UTIMCO).

e Refunds and Payments

SB 1231 by Zaffirini and Morrison modifies tuition and fee refund procedures for dropped
courses and student withdrawals. SB 1232 (Zaffirini and Morrison) authorizes flexible
tuition/fee payment plans and emergency student loan repayments.

e Exemptions/Reductions/Rebates

HB 86 by Branch, et al. and Ogden allows partial general academic tuition rebates for non-
degree ROTC courses. HB 120 by Fred Brown and Shapiro authorizes state funding for
reduced designated tuition rates for off-peak-hour courses. HB 125 by Delisi, et al. and Van
de Putte/Uresti authorizes tuition and fee exemptions for the children of military personnel,



including Texas National Guardsmen. SB 685 by Van de Putte/Shapleigh and
Noriega/Escobar exempts Texas National Guardsmen from mandatory fees. HB 741 by
Tracy King, et al. and Zaffirini authorizes tuition/fee exemptions for the children of slain or
disabled volunteer peace officers. HB 1187 by Morrison and Van de Putte requires the Texas
Veterans Commission to create a tuition/fee voucher program for public school students
sounding “Taps” at veterans’ funerals. SB 457 by Watson, et. al and Menendez clarifies the
eligibility for tuition/fee exemptions of surviving minors of slain public employees.

e Student Fees

HB 868 by Haggerty and Shapleigh raises the limit on the recreational facility fee at UTEP to
$70 per student per semester ($20 prior to fall 2009), subject to student approval. HB 1157
by Buddy West and Seliger authorizes up to a $150 student services building fee at UTPB,
with increases subject to student approval. HB 1505 by Lucio III and Lucio Jr. authorizes an
intercollegiate athletics fee of up to $7 per semester credit hour (SCH) at UT Brownsville,
capped at $5/SCH for 2008-09, with increases subject to student approval. SB 285 by
Shapiro and Hill authorizes student services, transportation and athletics fees at UT Dallas.

Admissions

HB 3851 by Morrison and Shapiro requires the THECB to establish rules to standardize the
methods of computing grade point averages for purposes of automatic admissions laws. In
addition, in their annual reports of participation in higher education, institutions must include
high school class standing and a description of plans and policies to recruit and retain students
from under-represented groups. Public institutions are required to adopt written admissions
policies promoting undergraduate transfers from lower-division schools and describing outreach
efforts to junior colleges. HB 3826 by Morrison and Zaffirini revises college admissions
requirements based on high school curricula and entrance exam scores and requires
undergraduate admission to public institutions of children of slain or fatally injured public
servants.

Strategic Plan

HCR 159 by Morrison and Shapleigh/Zaffirini requests that the governor, lieutenant governor,
and speaker appoint a Select Commission on Higher Education and Global Competitiveness. It is
to draft a compact reflecting a long-term vision and step-by-step plan for attaining certain goals.
The commission is to examine certain issues related to global competitiveness and educational
attainment. The full report, including findings, recommendations, and an implementation plan, is
to be submitted by November 1, 2008.

Governance

SB 276 by Wentworth and Rose revises the selection procedure and clarifies the terms of student
members of the boards of regents of a state university or state university system.

SB 1325 by Royce West and McCall restricts the awarding of institutional scholarships to close
relatives of public college and university board members and sets a criminal penalty for
violations.



Research and Technology

HB 1188 by Morrison and Shapiro/Janek increases from a fourth to a third the amount of money
to be used in the Texas Emerging Technology Fund (TETF) for research superiority at public
higher education institutions. Available matching award money is reduced from 25 percent to
16.67 percent. The bill enables additional investment vehicles such as equity, debt instruments,
and grants to be used to provide awards from the fund. The bill also provides administrative
funding and development assistance for regional centers of innovation and commercialization.
The 17-member advisory committee has been broadened beyond higher education researchers to
encompass “leaders,” but the THECB no longer may nominate members.

Health Issues

Code Red Initiatives

Medicaid Reform and Health Insurance

SB 10 by Nelson, et al. and Delisi deals with the operation and financing of the state’s
medical assistance (Medicaid) program and other programs to provide health care benefits
and services to persons in the state. The bill undertakes comprehensive Medicaid reform
including additional federal funding opportunities via an 1115 waiver; premium assistance
for the uninsured; innovative pilot programs and studies on delivery of health care; an
electronic health records pilot program for Medicaid recipients; “Three Share” and other
insurance models; and healthy lifestyle incentives for Medicaid recipients. SB 10 authorizes
three health insurance programs including the state/federally funded Texas Health
Opportunity Pool (THOP) designed to reduce the number of persons without health care
coverage. It discourages emergency room primary care for non-emergencies by charging
users a co-payment. The bill calls for the insurance commissioner to conduct a study of the
small employer health plan coverage market in view of the Healthy Texas program to make
such coverage available to employees of small businesses (see also below). SB 10 also
authorizes counties to establish or participate in local or regional health care programs, which
would provide healthcare services or benefits to the employees of small employers. The bill
extends Medicaid coverage to college students ages 21 and 22 who were foster children.

Children’s Health Insurance Program

HB 109 by Turner, et al. and Averitt, et al. modifies eligibility for and information regarding
the Children’s Health Insurance Program and allows for greater participation. It is anticipated
that up to 127,000 additional Texas children can be enrolled under the revised income
guidelines.

Public Health

HB 1297 by Delisi and Nelson establishes a State Employee Worksite Wellness program.
The bill creates a process to involve employees in wellness activities and establishes a
statewide wellness coordinator position at the Department of State Health Services (DSHS).
The bill sets up a Worksite Wellness Advisory Board as a function of the DSHS. The bill



authorizes state agencies to grant employees 90 minutes of paid leave a week for exercise.
SB 530 by Nelson, et al. and Eissler increases physical activity requirements and requires
physical fitness assessments for third- through 12"-grade public school students. HB 3618 by
Raymond, et al. and Zaffirini requires the DSHS, in consultation with the Texas Education
Agency, to adopt criteria for the development of a diabetes intervention pilot program for
school districts located on the Texas-Mexico border having a population of less than
600,000. It also directs distribution of appropriations and requires grant assistance.

e Health Policy Management and Information

HB 2132 by Straus and Van de Putte creates a diabetes mellitus registry pilot program
registry. SB 556 by Lucio Jr./Van de Putte and McReynolds creates an interagency obesity
council. SB 415 by Lucio Jr./Zaftirini and McReynolds sets up a Type 2 Diabetes Risk
Assessment Program administered by the Border Health Office at UT Pan American and
creates an advisory committee. HB 1373 by Guillen and Zaffirini establishes the Chronic
Kidney Disease Task Force. HB 1066 by Delisi and Nelson creates the Texas Health
Services Authority Corporation to implement state-level health information technology
functions.

Cancer Research

HB 14 by Keffer, et al. and Nelson, et al. reorganizes state institutions that provide financing for
cancer research and creates the Cancer Prevention and Research Institute of Texas. The institute
is contingent on approval in November of a constitutional amendment authorizing bond issuance
for a grant program (see HIR 90 below). HB 14 also provides information about certain cancer
treatments.

Nursing

HB 3443 by Donna Howard and Royce West establishes the Texas Hospital-based Nursing
Education Partnership Grant Program. SB 139 by Nelson and Kolkhorst directs a study to
identify methods to improve the curricula of professional and vocational nursing programs. SB
201 by Nelson and Morrison broadens the use of tuition exemptions at public institutions of
higher education to include professional nursing program preceptors and their children. SB 992
by Nelson and Donna Howard continues the THECB’s use of money from the Permanent Fund
for Health-related Programs, established with revenues from the state’s settlement with tobacco
companies several years ago, to provide grants to nursing education programs for initial licensure
and teaching faculty preparation). HB 2426 by Truitt, et al. and Deuell continues the Board of
Nurse Examiners until 2017, following its Sunset Advisory Commission review, and renames it
the Texas Board of Nursing. SB 138 by Nelson and Susan King seeks to promote the retention
and graduation of students enrolled in professional nursing programs through enhancements and
incentives. SB 156 by Shapiro, et al. and Madden sets up a competitive grant program to fund
nurse-family partnership programs in certain communities of the state. SB 993 by Nelson and
McReynolds introduces peer review and patient safety committees into the system for reporting
on nurse conduct associated with patient/workplace safety and employment issues.



Admissions

SB 1601 by Royce West and F. Brown modifies the operation of and participation in the Joint
Admission Medical Program (JAMP).

Business and Administration Issues

Risk Management

HB 2639 by Smithee/Heflin and Duncan (and identical SB 1138 by Duncan and Smithee) is an
anti-hazing bill aimed at fraternities, sororities and other campus groups. Each registered student
organization must have representatives attend a risk management program provided by their
higher education institution at least annually. Health-related institutions and those offering
only upper-division, graduate level or professional courses are exempt.

Finance and Accounting

SB 968 by West and Chisum allows the UT System to execute interest rate “swaps” in
anticipation of debt issuances. HB 3430 by Strama, et al. and Hegar/Shapleigh broadens the
availability of information about state expenditures and contracts and grants, including certain
amounts received by institutions of higher education, and provides for the creation of a state
internet database containing such information by the Comptroller’s Office. The bill states that
an agency or institution is not required to expend resources for the purpose of computer
programming to make information available. Furthermore, institutions of higher education are
exempt from the reporting requirements related to major state contracts. HB 3430 also provides
that revenues received by higher education student health centers may be spent only for the
centers’ construction, maintenance and operation.

SB 247 by Ellis, et al. and Van Arsdale, et al. prohibits the investment by the Employees
Retirement System (ERS) or the Teacher Retirement System (TRS) in certain private business
entities doing business in Sudan. The law only applies to ERS and TRS and not higher education
institutions or The University of Texas Investment Company.

HB 2365 by Truitt, et al. and Duncan is a response to financial accounting and reporting
requirements set forth in Governmental Accounting Standards Board (GASB) Statement 45. The
bill authorizes the state and its political subdivisions to account for “other post-employment
benefits,” such as retiree health benefits, on a pay-as-you-go basis. It requires disclosure of seven
items in the notes of annual financial statements, including the post-employment benefits
provided and any other information believed to assist in explaining the nature and cost of the
commitment to provide those benefits.

Purchasing and Contracts

HB 3560 by Swinford and Janek/West transfers duties not primarily concerning state facilities to
the Comptroller’s Office from the Texas Building and Procurement Commission and renames it
the Texas Facilities Commission. The transferred duties include the administration of state
purchasing, state travel, and the Historically Underutilized Businesses (HUB) Program.
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Use of Campus Facilities

HB 85 by Branch, et al. and Van de Putte restricts on-campus credit card marketing activities to
times and places designated by the governing boards of post-secondary educational institutions.
Schools that designate campus locations for such activities must adopt policies requiring credit
card and debt education and counseling sessions during new student orientation. In consultation
with or subject to approval by the institutions, credit card issuers must develop financial
educational material containing certain information and make it available to students during
campus marketing activities, when issuing a credit card, and on the internet. Gifts or other
incentives may be offered in exchange for applying for a credit card only if they are
accompanied by the educational material. Violations are subject to a maximum civil penalty of
up to $2,500 per violation.

Employee Benefits

HB 3322 by Truitt and Watson allows the plan-to-plan transfer of certain assets from the
TexaSaver 457 plan administered by the ERS to a 457 plan created by an institution of higher
education, such as the UT System’s. In 2003, the Legislature authorized higher education
institutions to create and administer deferred compensation savings plans. Previously, the only
457 plan available to System employees was the TexaSaver Program offered by the ERS. This
bill facilitates a plan-to-plan transfer such that the assets of the TexaSaver program belonging to
System employees will be transferred to the System’s plan.

Elementary and Secondary Education

College Readiness and High School Dropout Prevention

HB 2237 by Eissler, et al. and Shapiro authorizes programs targeting high school dropout
prevention; creates programs to improve mathematics, science and technology teacher
preparation; establishes teacher reading academies; requires the commissioners of education and
higher education to develop and recommend college preparatory courses in math, science, social
studies, and English language arts; requires the education commissioner to contract with one or
more education research centers to study best practices for dropout prevention in Texas and other
states and report to the Legislature by December 1, 2008; establishes an intensive technology-
based intervention pilot program to focus on supplementary instruction in English, math, science
or social studies of at-risk students in the ninth thru 12th grades; and establishes the High School
Completion and Success Initiative Council to identify strategic priorities to improve the
effectiveness, coordination, and alignment of high school completion and college and workforce
readiness efforts.

HB 1 authorizes $12.9 million to implement the College Readiness Initiative, including the
strategic plan and the course redesign project.

Student Proficiency Testing

SB 1031 by Shapiro, et al. and Eissler phases out the Texas Assessment of Knowledge and Skills
(TAKS) and replaces it with 12 end-of-course (EOC) assessments. Beginning in the 2011-12
school year, students in grades 9-12 will take examinations in four core subject areas. The EOC
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exams will count as 15 percent of a student’s overall class grade. The new law maintains
accountability for schools while providing multiple pathways to graduation for students by
allowing them to satisfy graduation requirements in different ways other than a single pass/fail
test. The act promotes college readiness by allowing satisfactory performance on advanced
placement, international baccalaureate or similar college-level assessments to substitute for EOC
exams. SB 1031 also requires students to complete college readiness diagnostics and college
entrance exams at state expense. Finally, the bill provides for safeguards and criminal penalties
to maintain the security and integrity of the assessment system.

Virtual School Network

SB 1788 by Shapiro/ Dan Patrick and Madden creates a state virtual school network under the
governance of an administering authority designated by the commissioner of education. The
network’s electronic courses are to be available only to students younger than 21 on September 1
of the school year who have not graduated from high school and are otherwise eligible to enroll
in a Texas public school. Full-time enrollment would be restricted to students who had been
enrolled in the state in the preceding year or were military dependents previously enrolled in a
Texas high school and no longer reside in this state due to a military deployment or transfer.

SELECTED SIGNIFICANT LEGISLATION THAT DID NOT BECOME LAW

Academic Issues

¢ Bills that would have limited designated tuition, including HB 1650, HB 1877, HB 2382, HB
2804, SB 85, SB 96, SB 100, SB 578 and SB 1131.

e Bills that would have affected admissions of immigrants, undocumented workers, or their
children, including HB 28, HB 104, HB 141 and HB 159.

¢ Bills that would have affected automatic admission under the Top 10 Percent Law, including
HB 78, HB 212, HB 415, HB 1186, SB 101, SB 128 and SB 1571.

e Bills affecting textbook sales and bookstores, including HB 956, SB 49 and SB 114.

e Bills affecting higher education accountability and planning, including SB 1055, SB 1146,
SB 1234, SB 1772 and SB 1919.

e Bills affecting student financial aid offices and lenders, including SB 1699, SB 2047, SB
2048 and SB 2049.

¢ Bills affecting performance incentive funding, including HB 3828 and SB 1029.
Health Issues
o Bills affecting indigent health care, including HB 1151, SB 171 and HB 1153/SB 172.

o Bills affecting biomedical research, including HB 225, HB 2704 and SB 56.

12



e Bills affecting the care and treatment of patients, including HB 1094 and HB 2837.

PROPOSED CONSTITUTIONAL AMENDMENTS
Bonds

Two of the 16 propositions on the ballot in the November 6, 2007 statewide general election
directly affect higher education, and both involve bond financing.

HIJR 90 by Keffer, et al. and Nelson, et. al (Proposition 13 on the ballot) would create the Cancer
Prevention and Research Institute of Texas. It would authorize the issuance of up to $3 billion in
general obligation (GO) bonds (payable from general revenue) for Texas-based scientific
research to find the causes of and cures for all types of human cancer. The institute’s governing
body would make grants to provide funds to public or private persons to implement the Texas
Cancer Plan and to certain institutions and research facilities in Texas; collaborate with those
institutions and research facilities; and establish appropriate standards and oversight bodies to
ensure proper use of the funds authorized. HB 14 is the enabling legislation for this amendment.

SJR 57 by Williams/Zaffirini and Chisum/Guillen (Proposition 2)authorizes the issuance of $500
million in GO bonds to finance student educational loans as well as enhancement agreements
with respect to the bonds issued for that purpose. Currently, the THECB is authorized to issue
$400 million in GO bonds to finance loans through the federal Hinson-Hazlewood College
Student Loan Program. It provides low-interest loans to eligible students seeking undergraduate,
graduate, or professional education through public and independent institutions of higher
education in Texas. However, the current authorization is projected to be exhausted by the
spring of 2009. SJR 57 would amend the constitution to increase the THECB’s bonding
authority from $400 million to $500 million.

Eminent Domain

HIJR 30 by Jim Jackson, et al. and Janek (Proposition 7) would amend Article III to allow a
governmental entity to sell real property acquired through eminent domain to the owner of the
property at the time of the condemnation (or to that person’s heirs, successors, or assigns) at the
price the entity paid at the time of the acquisition, under three conditions: if the public use for
which the property was acquired is cancelled; if no actual progress is made within a prescribed
time frame; or if the property is unnecessary for the public use.

This amendment would have provided constitutional authority for HB 217 by Jim Jackson, et al.,
legislation that did not pass. Currently, under the constitution, a governmental entity must
receive the fair market value of any property it sells, including a sale back to the former
owners. The failed bill would have given the person who owned the property immediately prior
to condemnation the right to repurchase the property at the same price the governmental entity
paid to acquire it, regardless of its fair market value at the time of repurchase. The sale price
required by HB 217 did not account for the time value of money or the rate of inflation,
essentially resulting in a windfall to the former owner.

Early voting for all three amendments begins October 22.
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INTERIM LEGISLATIVE STUDIES

The lieutenant governor and speaker each charge the standing committees of their respective
houses to study or examine various issues during the interim between regular sessions. These
interim charges usually are announced in the fall of the year in which a session occurs or early
the next year. Some significant legislative studies already have been authorized, however, or are
under way.

Select Commission on Higher Education and Global Competitiveness

HCR 159 by Morrison and Shapleigh/Zaffirini requests the governor, lieutenant governor, and
the speaker to create this panel in order to draft a compact for higher education in Texas
reflecting a long-term vision and step-by-step plan to attain three main goals by 2020: raising
educational levels, achieving recognized excellence, and serving regional needs. The resolution
also directs the commission to examine nine issues related to global competitiveness in
educational attainment. The commission is to be composed of 15 members — five each appointed
by the governor, lieutenant governor and speaker — who will in turn elect their presiding officer.
The resolution states that, in appointing commission members, efforts are to be made to include
representatives from the business community and academia, as well as other experts with interest
in higher education and current and future workforce needs. The commission’s composition also
is to reflect the demographic diversity of Texas. The resolution calls for submitting a full report,
including findings, recommendations, a plan and timeline for implementing the
recommendations, and enabling legislation, to the governor and the Legislature by November 1,
2008.

House Select Committee on Higher and Public Education Finance

This ad hoc panel, composed of House education leaders, was formed during the latter part of the
regular session. It has jurisdiction over all matters pertaining to the coordination of public and
higher education policy toward the goal of improving college and workforce readiness. Speaker
Craddick gave the committee four instructions:

1) Examine the efficiency and effectiveness of state programs and initiatives to further
student achievement.

2) Review and align formula- and non-formula-funded programs with each other and with
the state’s educational goals.

3) Review and develop strategies to better leverage and deploy federal funds.
4) Review and develop strategies for state obligations under the Texas Guaranteed Tuition
Plan.

Shortcomings in higher education and workforce preparation, combined with sobering
pronouncements about America’s global competitiveness, set the tone for the committee’s initial
meeting on April 26. Chair Dan Branch (Dallas) linked the correct education decisions to state
policymakers’ ability to get all other issues right. He warned that not only America’s leadership
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role in the world but its national security could be at risk. Higher Education Commissioner
Raymund Paredes and Texas Workforce Commission Chair Diane Rath outlined numerous
challenges; then-Education Commissioner Shirley Neeley was more optimistic. Paredes said
Texas higher education has been too focused on student access rather than institutional quality,
calling for a re-examination of higher education strategy. Because finance issues flow from goals
and plans, Paredes said, Texas policymakers need to determine higher education priorities for the
next 20 years; how much balance they want between graduate and undergraduate education;
suitable levels of quality and competitiveness; and the number and location of top research
universities.

The committee’s June 28 meeting focused on addressing the moribund Texas Tomorrow Fund I,
the state’s original prepaid tuition program. Experts differed on the extent of its shortfall, putting
the range between $683 million and more than $3 billion by 2029, when the last existing
contracts expire. TTFI, as it’s also known, has been closed to new investors since 2003 when it
became insolvent. This past session the Legislature passed a new variation, the unit-based Texas
Tomorrow Fund II (HB 3900 by Morrison, et al. and Shapiro, et al.), but it does not open until
September 2008.

The committee is to meet again on September 6, 2007 and throughout the fall.

APPOINTMENTS BY CHANCELLOR, PRESIDENTS AND OTHERS

Several bills that passed call upon different higher education officials or entities to name or
nominate, or to participate as, members of new governmental bodies or modify existing
procedures affecting the composition of various councils, committees and commissions. Among
those directly affecting the System are:

e SB 276 by Wentworth and Rose requiring the chancellor to send the System’s
recommendations for student regent to the governor by February 1 (as opposed to December

).

e SB 1007 by Royce West/Van de Putte and Giddings mandating the appointment of a student
representative to the THECB. The selection process is similar to that in current law for
student regents. By September 1 of each year, the student government of each institution of
higher education is required to solicit applicants for appointment. The student government
selects five applicants and sends the applications, with the names removed, either to the
chancellor of its institution’s system or to the president of the institution, if not part of a
system. The chancellor or president then selects two or more applicants and sends the
applications, with the names of the institutions removed, to the governor by December 1. By
February 1, the governor, with the advice and consent of the Senate, is required to appoint
one of the applicants to serve as the student representative for a one-year term.

SB 1007 also changes the appointment process for THECB advisory committees by requiring
the THECB to send each higher education institution a list of available positions for student
representatives on board advisory committees, including the terms, duties and requirements
for each position, by August 1 of each year. Each institution president is to establish a
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nomination process and forward to the THECB the applications selected by the president.
The THECB is required to appoint a total of not less than four student representatives to an
advisory committee.

HB 14 by Keffer, et al. and Nelson, et al. reconstituting the Texas Cancer Council into the
Cancer Prevention and Research Institute of Texas, contingent upon voter approval of HJR
90 by Keffer, et al. and Nelson, et al. The institute’s 18-member Scientific Research and
Prevention Programs Committee is to include two non-voting ex officio members appointed
by the Chancellor to represent the System’s six health-related institutions; three voting
physicians or licensed health care professionals active in cancer treatment (one each
appointed by the governor, lieutenant governor, and speaker); and three voting
representatives of licensed health care facilities treating significant numbers of cancer
patients (one each appointed by the governor, lieutenant governor, and speaker).

OTHER COMMISSIONS AND STUDIES

HB 1373 by Guillen and Zaffirini creating the Chronic Kidney Disease Task Force. The 13
members appointed by the governor are to include a family practitioner, a pathologist, a
kidney transplant surgeon, and a representative from the nephrology department of a state
medical school.

SB 1566 by Dan Patrick and Jim Jackson creating the 11-member Texas Bleeding Disorders
Advisory Council, which is to include a state licensed physician and nurse who treat
hemophilia or other bleeding or clotting disorders and two representatives of hemophilia
treatment centers in Texas, at least one of which is federally funded.

HB 3154 by Laubenberg/ Jim Jackson and Deuell creating a regional health care systems
review committee to consider implementing regional health care services for indigent
patients in the Department of State Health Services’ Public Health Region 3, which includes
Dallas County. Among those entitled to committee membership are the chief executive
officers (CEOs) of each public and non-profit hospital system in the region. This means that
the CEOs of UT Southwestern Medical Center’s two state-owned hospitals likely are eligible
to serve on the committee.

HB 1188 by Morrison and Shapiro/Janek modifying administrative procedures and

operations of the Texas Emerging Technology Fund. The 17-member advisory committee
has been broadened to allow higher education “leaders” to be nominated, not just researchers.
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ACADEMIC ISSUES

AAMISSIONS, COUISES, AN ClrEAITS ... eeeeeeeee et e e et e e e e e e e e et eeeeeeeaeannns

HB 3826 by Morrison and Zaffirini........c.ceecvuieiiiieeiiieciieeeiie ettt e e seae e
Relating to high school curriculum requirements for admission to public
institutions of higher education and to the admission to public institutions of
higher education of the children of certain public servants killed in the line of
duty.

HB 3851 by Morrison and Shapiro............cecveeeiiieeiiieeiiiecieeesieeesieeerree e e eeeeesaeeesree e
Relating to the admission of high school graduates and undergraduate transfer
students to certain institutions of higher education, the computation of a student’s
high school grade point average for purposes of determining eligibility for
admission, and policies to promote the admission of undergraduate transfer
students.

SB 282 by Gallegos/Zaffirini and DUtton............ccoeeciieiiiiiiiiienieeiecie e
Relating to notice regarding the availability of programs under which a student
may earn college credit in public schools.

SB 1051 by Zaffirini and GUILLEeN ...........ccooouiiiiieiieiiiciece e
Relating to course requirements for students enrolled in joint degree programs
between certain general academic teaching institutions and foreign universities.

SB 1231 by Zaffirini and MOTTISON ......ccc.eeruieriieriieeiieiieeieeieeeteeteesaeeseeesaeeaeesaeeseesanaens
Relating to dropping courses and student withdrawals at institutions of higher
education, including the refunding of tuition and mandatory fees.

TTUITION AN FBS ..ottt e et e ettt e e e e e e e e et e e e e e e e e e e eeeeeneaananens

HB 86 by Branch, et al. and Ogden ...........ccccuveiiiiieiiieeiieceeecee et
Relating to tuition rebates provided by general academic teaching institutions to
students who participate in the Reserve Officers’ Training Corps.

HB 120 by Fred Brown and Shapiro .........ccccueeiiiieeiiiecie ettt
Relating to state funding and designated tuition charged for courses provided
during off-peak hours at certain public institutions of higher education.

HB 125 by Delisi, et al. and Van de Putte/Uresti ........cccueeeieieiiiieiiieeiie e
Relating to tuition and fee exemptions for the children of certain military
personnel.

HB 741 by Tracy King, et al. and Zaffirini ...........cccceeeiiieniiieeie e
Relating to an exemption from tuition and fees at public institutions of higher
education for children of certain volunteer peace officers who are killed or
disabled in the line of duty.

HB 868 by Haggerty and Shapleigh .............ocoooiiiiiiiiiiii e
Relating to the recreational facility fee at The University of Texas at El Paso.

HB 1157 by West and SEIIZET .......ccccuiiiiiieeiieeciieeeee ettt e e eve e e rae e eaaeesree e
Relating to student services building fees at The University of Texas of the
Permian Basin.
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HB 1187 by Morrison and Van de PULte ..........cccooeieriiiiiiiiiciieie e 30
Relating to vouchers for tuition and required fees at certain institutions of higher
education and excused absences from public school for students who sound
“Taps” at a veteran’s funeral.

HB 1505 by Lucio III and LUucio JT. .....cccuiieiiiiiieciecee et 31
Relating to a fee to support intercollegiate athletics at The University of Texas at
Brownsville.

HB 2383 by Lucio III and LUucio JT. .....cccuiieiiiiiiiecieeee ettt e 32
Relating to the provision of certain subsidies and scholarships to particular public
school students or graduates.

HB 2702 by Truitt and SRAPITO .......ccveeeiiiieiiecieeee ettt e e e e ere e saee e eree e 33
Relating to tuition and fee exemptions and health benefits coverage subsidies for
certain adopted children.

SB 201 by Nelson and MOTTISON........cccuiieiiieeriieeeiieerieeeseeeeseaeeessreeeseeeessaeesseeesseeesssesensnes 34
Relating to tuition exemptions at public institutions of higher education for certain
professional nursing program preceptors and their children.

SB 285 by Shapiro and Hill ...........ccooooiiiiiiiieie ettt 34
Relating to the imposition of certain fees on students enrolled at The University of
Texas at Dallas.

SB 457 by Watson, et al. and Menendez .............cccuvveviiieniieeiiieciee e 35
Relating to the eligibility for education benefits of surviving minor children of
certain public employees killed in the line of duty.

SB 685 by Van de Putte/Shapleigh and Noriega/EScobar ...........cccceeeviievcieeecieeciieeciee e 36
Relating to an exemption from tuition and mandatory fees for certain members of
the Texas National Guard.

SB 1231 by Zaffirini and MOTTISON ........ccccuiieriieeiiieeeiee et eriee e e e ereeeereeesaeeeesseeeeens 37
Relating to dropping courses and student withdrawals at institutions of higher
education, including the refunding of tuition and mandatory fees.

SB 1232 by Zaffirini and MOTTISON ........c.cecuieriieriieriieitieeieesieeereesteesneesseesseeseesseeseessseens 38
Relating to the manner of payment of higher education tuition and fees and to the
repayment of emergency student loans.

SB 1233 by Zaffirini and MOTTISON ........c.ccouieriieriieriieitieeieeniieeteesreesreeseeesaeesseesseeseessseens 39
Relating to the general deposit paid by a student to a public institution of higher
education.

SB 1640 by Williams and Chisum/GuUillen.............cccceevirriieiiiiiiieiesie e 40
Relating to the student loan program administered by the Texas Higher Education
Coordinating Board and to the exemption from fees and tuition of certain persons
at institutions of higher education; authorizing the issuance of bonds.

FINANCIAL AT e e nan 40

HB 1250 by Charlie Howard/Aycock and Patrick...........cccoocuieiiiiniiiiiiniieiecieceeeeeee 40
Relating to prohibiting discrimination based on a student’s secondary school in
awarding certain financial aid for higher education.
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HB 2173 by Byron Cook, et al. and BIimer .........c..cccovoeevieiinieniiieniciecieeeece e 41
Relating to the continuation and functions of the Prepaid Higher Education
Tuition Board.

HB 2383 by Lucio IIT and LUcio Jr. ....c.cocieiiiiiiiiiiiiiiiccceeeeeeeesee e 42

Relating to the provision of certain subsidies and scholarships to particular public
school students or graduates.

HB 2978 by Morrison, et al. and Shapiro.........cccoecieriieiiiniiieiieie e 43
Relating to engineering recruitment programs established by the Texas Higher
Education Coordinating Board.

HB 3900 by Morrison, et al., and Shapiro, et al. ...........cccceevviieiiiiiiiiiee e 44
Relating to the Texas tomorrow fund II prepaid tuition unit undergraduate
education program.

SB 947 by Duncan and ChiSUM ...........ccocuiiiiiiiiieniieeii ettt ettt aeeseesaneens 46
Relating to delivery of certain unclaimed money to a rural scholarship fund.
SB 1232 by Zaffirini and MOTTISON .........cccuiieiiieeiiieeeieeeeieeeeteeeve e e ereeesreeesaeeessseeeenns 47

Relating to the manner of payment of higher education tuition and fees and to the
repayment of emergency student loans.

SB 1325 by West and MCCall...........oooiiieiiiieiiecieeeee et 48
Relating to the eligibility of relatives of public college and university board
members to receive certain scholarships; providing a criminal penalty.

SB 1640 by Williams and Chisum/Guillen............c.ccoccvieeriieeiiieeiiiecieeeiee e 48
Relating to the student loan program administered by the Texas Higher Education
Coordinating Board and to the exemption from fees and tuition of certain persons
at institutions of higher education; authorizing the issuance of bonds.

SJR 57 by Williams/Zaffirini and Chisum/Guillen.............ccceveiieriiniiiinieiiieiecieeeeene 49
Proposing a constitutional amendment providing for the issuance of general
obligation bonds to finance educational loans to students and for authority to enter
into bond enhancement agreements with respect to general obligation bonds
issued for that purpose.

INSEruCtioNal MaLEITaAlS. ........coiviiiicic s 50
HB 3382 by Naishtat/Leibowitz and Uresti...........ccveeieeriieiiieiiienieeieeeie e 50
Relating to providing certain electronic copies of instructional material for blind
and visually impaired students and students with dyslexia who are enrolled at
public institutions of higher education.

Research, Technology, and Intellectual Property...........cccoiiiiiiiieiennene e 51

HB 1188 by Morrison and Shapiro/Janek ............cccceeeiieviiiiieiiieniicieecieeeeee e 51
Relating to the Texas emerging technology fund.

HB 1493 by Bonnen and Janek ..........cccocoeviiiiiniiniiiiniceeceeeee e 53

Relating to the establishment and operation of a severe storm research and
planning center.

HB 2328 by Woolley, et al. and Whitmire ...........ccccoceriinieiiniininincecieeecieeeeeceeeee 53
Relating to the offenses of cruelty to livestock and nonlivestock animals.
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HB 2608 by Hughes and EItife...........cociiiiiiiiiiiciee e
Relating to funding for applied research for a clean coal project or certain other
projects for the generation of electricity from coal.

SB 616 by Duncan and PUENLE.............coocuiiiiiiiieiieeie ettt
Relating to the protection and use of intellectual property by the executive
administrator of the Texas Water Development Board.

Elementary and Secondary EAUCALION...........cccccveiiiiiiieeie e

HB 188 by Hochberg, et al. and Van de Putte.............cccvviviiiiiiiceceeeeeeeee e
Relating to the adoption of textbooks and the use of credits for textbooks or other
instructional materials in a school district or open-enrollment charter school.

HB 208 by Flores and LUCIO JT......cccuiiiiiieeiiecieeee ettt et saae e
Relating to the eligibility of students enrolled in joint credit or concurrent
enrollment programs for extracurricular activities and University Interscholastic
League competitions.

HB 1400 by Dutton and Shapiro ...........ccceeveeiierieniiiienieeeeeeeseeese e
Relating to the issuance by a corporation established by the Texas Public Finance
Authority of revenue bonds for open-enrollment charter school facilities.

HB 1748 by Morrison and Shapiro..........ccceeecuieriieiienie ettt seae e
Relating to the administration of Texas governor’s schools.

HB 2112 by Patrick, et al. and Hegar ..........cccooeoiieeiiieeieeceeeeeee e
Relating to the prosecution of an offense prohibiting the exhibition, use, or
threatened exhibition or use of a firearm in or on school property or a school bus.

HB 2237 by Eissler, et al. and Shapiro ...........ccccveeeiiieeciieceeeee e
Relating to grants and programs for dropout prevention, high school success, and
college and workforce readiness in public schools.

HB 2341 by Truitt and DUNCAN ..........oeeiiiieiiieciieeeeecee ettt re e e seve e e tae e ssaeesree e
Relating to certain investment products made available to certain public school
employees.

HB 2411 by Strama and OgAeN ..........ccceeriiiiiiiiiieiieeie ettt ettt sre e eeaeesee e
Relating to school district depositories.

HB 2978 by Morrison, et al. and Shapiro...........ccocceviiiinieiinieniecceeeee
Relating to engineering recruitment programs established by the Texas Higher
Education Coordinating Board.

HB 3485 by King, et al. and Shapiro.........c..ccceeieniiiiiiiinieececeeee e
Relating to career and technology education provided by school districts and
certain postsecondary institutions.

SB 7 by Hinojosa, et al. and EiSSIEI/VO........coooiiiiiiiiiiiiiceeeee e
Relating to instruction in cardiopulmonary resuscitation, the availability and use
of automated external defibrillators at certain school campuses and athletic
events, and the creation of a cardiovascular screening program.

SB 8 by Janek/Seliger and FLYNN ..........ccciioiiiiiiiiiieciicieceeeee e
Relating to random testing of certain high school students for steroid use and
training of certain public school employees regarding steroid use.
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SB 9 by Shapiro/Hinojosa and Branch/Madden .............ccccoeiiiriiieniiniiiinieiiieiece e
Relating to the disclosure or dissemination of criminal history record information,
child abuse investigation reports, and school district audit working papers for
certain purposes, including the certification and employment of educators and
other public school employees who engage in certain misconduct.

SB 530 by Nelson, et al. and EiSSIer.........cccviiiiiiiiiiiieiecieeeee et
Relating to physical activity requirements and physical fitness assessment for
certain public school students.

SB 1031 by Shapiro, et al. and EiSSIer...........cccieiiiiiiieiiiiiieiieeieeeee e
Relating to public school accountability and the administration of certain
assessment instruments in public schools; providing a criminal penalty.

SB 1050 by Zaffirini and Patrick ..........cccoeoiiiiiiiiiiiieieieeeee e
Relating to the administration of the work-study student mentorship program by
the Texas Higher Education Coordinating Board.

SB 1788 by Shapiro/Patrick and Madden............ccoecuieiiiiiiiiiiiiiieiecie e
Relating to the creation and operation of a state virtual school network to provide
education to students through electronic means.

COMMISSIONS AN STUGIES ...ttt e e e et e e e ettt e e e e e e ee et e eeeeeeeeeeeneeees

HCR 159 by Morrison and Shapleigh/Zaffiring ...........cccvevciiieeiieeniiieiie e
Requesting that the governor, lieutenant governor, and speaker appoint a select
commission on higher education and global competitiveness.

SB 141 by Nelson and MOTTISON.......ccccuiieiiieeriieeeiieerieeesreeesieeesereeeseeeesseeesseeesseeesssesessnes
Relating to a feasibility study regarding joint health science courses at a public or
private institution of higher education.

SB 649 by Shapleigh and MOTTISOMN ........cccviieiiieeiiie ettt e saee e eaee e
Relating to a study by the Texas Higher Education Coordinating Board
concerning the effectiveness of joint partnerships between institutions of higher
education.

Back to Table of Contents
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Admissions, Courses, and Credits
HB 3826 by Morrison and Zaffirini

Relating to high school curriculum requirements for admission to public institutions of higher
education and to the admission to public institutions of higher education of the children of
certain public servants killed in the line of duty.

HB 3826 imposes an additional requirement for applicants to be eligible for admission
into any general academic teaching institution. The requirement applies to all
admissions: automatic, discretionary, and open enrollment. Specifically, the bill requires
that applicants successfully complete either (1) the curriculum requirements established
for the recommended or advanced high school program established under Section 28.025,
Education Code, or its equivalent, or (2) satisfy the ACT’s College Readiness
Benchmarks on the ACT assessment applicable to the applicant or earned on the SAT
assessment a score of at least 1,500 out of 2,400 or the equivalent.

An applicant satisfies this requirement if the applicant’s high school transcript indicates
that the student completed the portion of the curriculum that was available to the student
but was unable to complete the curriculum solely because courses necessary to complete
the curriculum were unavailable to the student at the appropriate times in the student’s
high school career as a result of course scheduling, lack of enrollment capacity, or
another cause not within the student’s control.

The bill requires that the student’s official transcript or diploma must, not later than the
end of the student’s junior year, indicate whether the curriculum requirements were
satisfied or not as outlined above.

The statute also requires institutions of higher education to admit an undergraduate
applicant if the applicant:

(1) is the child of a public servant who was killed or sustained a fatal injury in the
line of duty; and

(2) meets the minimum requirements, if any, established for applicants under this
statute.

Public servants are defined as those individuals listed in Section 615.003, Government
Code, and include, for example, certain peace officers, certain paid probation officers,
certain parole officers, paid jailers, juvenile correctional employees of the Texas Youth
Commission, and others.

The bill requires the Texas Higher Education Coordinating Board, after consulting with
the Texas Education Agency, establish rules relating to the accreditation of a private high
school and the curriculum requirements under this statute.

The bill’s requirements would apply beginning with admissions for the 2008-2009
academic year.
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Impact: University admission officials should become familiar with the requirements
of HB 3826 and update catalogs, websites, brochures, and other admission materials to
ensure they accurately reflect the requirements for admission to the institution.

Effective: June 15, 2006

Esther Hajdar

HB 3851 by Morrison and Shapiro

Relating to the admission of high school graduates and undergraduate transfer students to certain
institutions of higher education, the computation of a student’s high school grade point average
for purposes of determining eligibility for admission, and policies to promote the admission of
undergraduate transfer students.

HB 3851 requires the Coordinating Board to adopt rules establishing a standard method
for computing a student’s high school grade point average. The method must be based on
a four-point scale and assign additional weight for honors courses, advanced placement
courses, international baccalaureate courses, or dual credit courses completed by a
student, considering the academic rigor of each course completed by the student. The
method may result in a student having a grade point average higher than 4.0 as a result of
the assignment of additional weights. The standard method applies only to computing the
grade point average of a student applying as a first-time freshman for admission to a
general academic teaching institution beginning with admission for the 2009 fall
semester.

School districts are required to use any standard method developed by the commissioner
of education to compute a student’s high school grade point average, except that if there
is a conflict between that method and the method adopted by the Coordinating Board, the
student’s grade point average computed in accordance with the Coordinating Board
method must be used in determining the student’s eligibility for university admission.

HB 3851 also amends the annual report submitted to the Coordinating Board by
institutions of higher education describing the composition of the institution’s entering
class. It requires the report to be submitted by December 1 instead of July 31, requires
the report to be published on the institution’s website, and requires the report to include
high school class standing. It also requires the report to include a description of any
plans, policies, or programs developed or implemented by the institution to recruit and
retain students from underrepresented groups such as racial or ethnic minority groups.

HB 3851 further requires each general academic teaching institution to adopt a written
admission policy to promote the admission of undergraduate transfer students to the
institution. The policy must provide for outreach and recruiting efforts directed at junior
colleges and other lower-division institutions of higher education and may include
incentives to encourage transfer applications and to retain and promote transfer students.
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Impact: All academic institutions of UT System are subject to HB 3851 and must
recognize the Coordinating Board’s standard method for computing a student’s high
school GPA in determining eligibility for university admission. UT System institutions
must submit their annual report to the Coordinating Board by December 1, post the report
on their websites, include high school class standing, and describe plans, policies, or
programs to recruit and retain students from underrepresented groups. UT System
academic institutions must adopt a written admission policy to promote the admission of
undergraduate transfer students to the institution. UT System should monitor the
Coordinating Board’s rulemaking under the bill.

Effective: June 15, 2007

Karen Lundquist

SB 282 by Gallegos/Zaftirini and Dutton

Relating to notice regarding the availability of programs under which a student may earn college
credit in public schools.

SB 282 provides that each school year, a school district is required to notify the parent of
each district student enrolled in grade nine or above of the availability of programs in the
district under which a student may earn college credit, including advanced placement
programs, dual credit programs, joint high school and college credit programs, and
international baccalaureate programs.

The school district may provide the notification on the district’s Internet website. The
notification must include the name and contact information of any public or private entity
offering such programs in the district.

SB 282 also provides that during the first school year a student is enrolled in a high
school or at the high school level in an open-enrollment charter school and again during
the student’s senior year, a counselor must provide information to the student and the
student’s parent or guardian about the availability of programs in the district under which
a student may earn college credit.

SB 282 applies beginning with the 2007-2008 school year.

Impact: SB 282 requires notice to the parents of secondary school students about the
availability of programs to earn college credit. This could result in earlier graduation for
students who take advantage of those programs. In addition, University Charter School
of UT Austin is required to give the notices and provide the information as directed by
the bill.

Effective: June 15, 2007

Karen Lundquist
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SB 1051 by Zaffirini and Guillen

Relating to course requirements for students enrolled in joint degree programs between certain
general academic teaching institutions and foreign universities.

SB 1051 relates to a general academic teaching institution that offers a joint
baccalaureate degree program under contract with a foreign college or university. It
allows the academic instituition to exempt a student enrolled in the joint degree program
from the requirement to take a government or political science course on the US and
Texas constitutions and from the requirement to take courses on American history if the
student was enrolled in the foreign college or university before enrolling in the joint
degree program or is otherwise considered to be primarily a student of the foreign college
or university, and if the student successfully completes the American Way course
prescribed by SB 1051.

SB 1051 also authorizes the governing board of the general academic teaching institution,
in consultation with the foreign college or university, to identify and approve courses
offered by the foreign college or university that are equivalent to, and may substitute for,
courses in the core curriculum of a student enrolled in the joint degree program who is
considered to be primarily a student of the academic institution.

Impact: SB 1051 authorizes the Board of Regents to exempt certain students enrolled
in joint degree programs between a general academic teaching institution and a foreign
university from certain course requirements, and to identify and approve courses offered
by the foreign university that may substitute for courses in the core curriculum of a
student who is considered to be primarily a student of the general academic teaching
institution.

Effective: June 16, 2007

Karen Lundquist

SB 1231 by Zaffirini and Morrison

Relating to dropping courses and student withdrawals at institutions of higher education,
including the refunding of tuition and mandatory fees.

SB 1231 provides that students at institutions of higher education may not drop more than
six courses at that institution, including any course a transfer student dropped at another
institution of higher education, and authorizes an institution’s governing board to adopt a
policy permitting a student to drop less than the six-course maximum. It applies only if
the student is able to drop the course without receiving a grade or incurring an academic
penalty, the student’s transcript will indicate that the student was enrolled in the course,
and the student is not dropping the course in order to withdraw from the institution.
Certain laboratory or discussion courses in which students enroll concurrently with a
lecture course are not considered to be separate courses for purposes of this law.
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The Coordinating Board is required to adopt rules that permit a student to drop more
courses than the maximum permitted by law or by policy if the student shows good
cause. Those rules must be adopted as soon as practicable, and may be adopted in the
manner provided for emergency rules.

SB 1231 also requires academic and medical institutions to refund tuition and mandatory
fees for courses from which the student drops within the first 12 days of a fall or spring
semester, which is current law, and adds summer terms of 10 weeks or longer. It requires
the refund for courses dropped within the first four days of a term of more than five
weeks but less than 10 weeks, or within the period specified by the institution for a term
of five weeks or less that is substantially proportional to the period specified for a longer
term.

SB 1231 also sets out the percentage of the amount paid that is to be refunded to a student
who withdraws, depending on the date of withdrawal. The bill does not change current
law for withdrawals during a fall or spring semester but provides that refunds for
withdrawals during a summer term of 10 weeks or longer are subject to the same
percentage as refunds for the fall or spring semester. It also specifies the percentage of
refunds to be made for withdrawals during a term of more than five weeks but less than
10 weeks, and for terms of five weeks or less.

If a student has not paid the total amount of tuition and mandatory fees by the date the
student withdraws, the institution or unit may credit the amount to be refunded toward the
payment of the outstanding tuition and mandatory fees. The institution or unit is required
to issue all of the remaining refund to the student.

SB 1231 also authorizes the institution or unit to refund tuition and fees in amounts that
are greater than the amounts required by the bill. A portion of the refund may be applied
toward the payment of any outstanding tuition and fees, and the remainder may be paid
directly to the student, or credited toward payment of tuition and mandatory fees for a
subsequent semester or other academic term.

SB 1231 also authorizes an academic or medical institution to terminate a student’s
technology usage privilege and other student services and privileges when the student
withdraws. (Prior law required termination of student services and privileges.)

SB 1231 also repeals the provision prohibiting academic and medical institutions from
collecting fees or tuition in excess of the minimum tuition for a course from a student
who is entitled to a refund of that amount if the student has not paid that amount on the
date the student drops the course or withdraws from the institution.

SB 1231 applies to tuition and fees charged beginning with the fall 2007 semester.

Impact: SB 1231 applies to all institutions of UT System, with provisions governing
both academic and health institutions. The bill limits the number of courses that a student
may drop and provides additional procedures for refunding tuition and fees for dropped
courses and student withdrawals.
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Effective: June 16, 2007

Karen Lundquist

Tuition and Fees

HB 86 by Branch, et al. and Ogden

Relating to tuition rebates provided by general academic teaching institutions to students who
participate in the Reserve Officers’ Training Corps.

HB 86 relates to tuition rebates to eligible undergraduate students who graduate within
the period to qualify for forgiveness of a Texas B-On-time loan and who have attempted
no more than three hours in excess of the minimum number of semester credit hours
required to complete the degree program. HB 86 provides that in calculating those
excess hours, the institution must exclude course credit that is earned to satisfy
requirements for a Reserve Officers’ Training Corps (ROTC) program but that is not
required to complete the degree program.

HB 86 applies only to a student who is awarded a baccalaureate degree on or after
September 1, 2007.

Impact: This requirement applies to all UT System institutions and may increase the
number of persons eligible for the rebate. The tuition rebate is generally $1,000 and is
required to be paid by the institution from local funds. The law also requires the
legislature to account for those rebates in the General Appropriations Act by providing a
corresponding increase in the general revenue fund appropriated to the institution, but
this requirement is unenforceable. The 80" Legislature did not make a specific
appropriation for this purpose.

Effective: June 15, 2007

Karen Lundquist

HB 120 by Fred Brown and Shapiro

Relating to state funding and designated tuition charged for courses provided during off-peak
hours at certain public institutions of higher education.

HB 120 applies only to UT Austin, Texas A&M University, and Texas Tech University.
It authorizes their respective governing boards to establish rates of designated tuition for
courses provided during off-peak hours that are not more than 25 percent lower than the
rates that would otherwise apply to the course. “Off-peak hours” begin at 6 p.m. or later
during a weekday, on weekends, or at other times that the institution’s instructional
facilities would otherwise be underutilized as determined by the institution’s governing
board. This provision applies only if the legislature specifically appropriates money to
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those institutions for the state fiscal biennium ending August 31, 2009, to cover the
tuition revenue lost to the institutions by the application of this new provision.

HB 120 further provides that in the formulas established under Section 61.059, Education
Code, for UT Austin, Texas A&M University, and Texas Tech University, the
Coordinating Board is required to include in formula funding amounts sufficient to cover
the institution’s revenue loss resulting from any reduction in tuition rates for those
courses provided during those off-peak hours. In addition, as an incentive, the
Coordinating Board may include additional formula funding that represents a portion of
the savings to the state resulting from the institution’s efficient use of resources.

As soon as practicable after June 15, 2007, the Coordinating Board is required to adopt
rules under which the covered institutions of higher education may establish lower tuition
rates for courses provided during off-peak hours.

Impact: HB 120 authorizes UT Austin to establish lower designated tuition rates for
courses provided during off-peak hours and requires the Coordinating Board to include
funding in the formulas in amounts sufficient to cover any resulting revenue loss.
However, the 80 Legislature did not specifically appropriate money to cover lost tuition

revenue. UT System should monitor the Coordinating Board’s rulemaking under HB
120.

Effective: June 15, 2007

Karen Lundquist

HB 125 by Delisi, et al. and Van de Putte/Uresti
Relating to tuition and fee exemptions for the children of certain military personnel.

HB 125 expands the Hazelwood Act tuition and fee exemptions by providing new
exemptions for children of members of the armed forces, the Texas National Guard, or
the Texas Air National Guard who became totally disabled, for purposes of
employability, as a result of a service-related injury. Disability is determined according
to the disability ratings of the Department of Veterans Affairs.

A member of the Texas National Guard or the Texas Air National Guard must have
suffered the injury since January 1, 1946, while on active duty either in the service of
Texas or the United States.

The changes apply beginning with tuition and other fees charged for the 2007 fall
semester.

Impact: HB 125 provides new categories of students who are entitled to exemptions
from tuition and fees. The registrar’s office at each UT System institution should be
aware of the bill and should make any necessary changes to catalogs, publications, and
websites.
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Effective: June 16, 2007

Karen Lundquist

HB 741 by Tracy King, et al. and Zaffirini

Relating to an exemption from tuition and fees at public institutions of higher education for
children of certain volunteer peace officers who are killed or disabled in the line of duty.

HB 741 exempts from the payment of tuition and fees any person whose parent is a
volunteer municipal, county, or state peace officer, including a game warden, and who
has suffered an injury in the line of duty resulting in death or disability. The procedures
for determining eligibility are the same as those currently provided for determining
eligibility of children of firefighters and paid peace officers.

HB 741 applies beginning with tuition and fees imposed for the 2007 fall semester.

Impact: HB 741 provides a new category of tuition and fee exemptions for children of
volunteer peace officers. The registrar’s office at each UT System institution should be
aware of the bill and should make any necessary changes to catalogs, publications, and
websites.

Effective: May 25, 2007

Karen Lundquist

HB 868 by Haggerty and Shapleigh
Relating to the recreational facility fee at The University of Texas at El Paso.

HB 868 authorizes the Board of Regents to raise the recreational facility fee at The
University of Texas at El Paso to not more than $70 per student for a term or semester of
10 weeks or more, or not more than $50 for any other term or semester. However, for a
term or semester before the 2009 fall semester, the fee may not exceed $20 per student
for a semester or summer session.

The fee may not be increased unless the amount of the increase is approved by a majority
vote of the students participating in a general student election called for that purpose.

HB 868 applies to fees charged beginning with the 2007 fall semester.

Impact: HB 868 impacts UT El Paso by authorizing the Board of Regents to increase
the recreational facility fee. The fee increase must be approved at a general student
election called for that purpose. As of the date of this publication, the Board of Regents
has not approved the fee increase.
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Effective: June 15, 2007

Karen Lundquist

HB 1157 by West and Seliger

Relating to student services building fees at The University of Texas of the Permian Basin.

HB 1157 authorizes the Board of Regents of UT System to charge a student services
building fee at UT Permian Basin to construct or operate a student services building. The
fee may not exceed $150 for each regular semester, $75 for each summer session of more
than six weeks, or $50 for each summer session of six weeks or shorter. The fee may not
be increased from one academic year to the next unless the amount of the increase is
approved by a majority vote of the students participating in a general student election

held for that purpose.

The fee must be deposited in the student services building account of UT Permian Basin
and may be used only for a student services building. The fee is in addition to any other
fee the board may charge at the university and may not be considered in determining the
maximum student services fee that may be charged under Section 54.503 (student service

fee cap).

HB 1157 applies beginning with the 2007 fall semester.

Impact: HB 1157 impacts UT Permian Basin by authorizing the Board of Regents to
impose a student services building fee. Fees must be deposited to the credit of the
student services building account to be used only for the student services building. The

UT Permian Basin catalog should be modified to relect any approved fees.
Effective: June 15, 2007

Karen Lundquist

HB 1187 by Morrison and Van de Putte

Relating to vouchers for tuition and required fees at certain institutions of higher education and

excused absences from public school for students who sound “Taps™ at a veteran’s funeral.

HB 1187 requires the Texas Veterans Commission to establish a program to issue
vouchers to be exchanged for an exemption from the payment of tuition and required fees
at an institution of higher education to students in grades 6 - 12 or at postsecondary
educational institutions who sound “Taps” on a bugle, trumpet, or cornet during military
honors funerals held in Texas for deceased veterans. The amount of the voucher is $25
for each time a student sounds “Taps.” The voucher may be used at any time and is not
transferable. The governing board of a public institution of higher education is required
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to provide the $25 exemption from tuition and required fees to a student in exchange for a
voucher presented by the student to the institution.

The Veterans Commission is required to distribute a voucher form to each funeral
director in Texas for issuance to eligible persons. The Veterans Commission is required
to encourage a private or independent institution of higher education to grant a tuition and
fee exemption in exchange for a voucher.

HB 1187 also authorizes a school district to excuse a student in grades 6 - 12 for the
purpose of sounding “Taps” at a military honors funeral held in Texas for a deceased
veteran. An excused student may not be penalized for that absence and shall be counted
in attendance for the purpose of calculating the average daily attendance. The student
must be allowed a reasonable time to make up missed school work, and if the school
work is satisfactorily completed, the day of absence is counted as a day of compulsory
attendance.

Impact: HB 1187 requires UT System institutions to grant tuition and fee exemptions
in $25 increments for students who play “Taps” at military honors funerals. The 80™
Legislature made no specific appropriation to reimburse institutions for this cost.

Effective: June 15, 2007

Karen Lundquist

HB 1505 by Lucio III and Lucio Jr.
Relating to a fee to support intercollegiate athletics at The University of Texas at Brownsville.

HB 1505 authorizes the Board of Regents to impose an intercollegiate athletics fee on
each student enrolled at UT Brownsville in an amount not to exceed $7 per semester
credit hour. However, during the 2008-2009 academic year, the fee may not exceed $5
per semester credit hour. The Board of Regents may not impose the fee on a student who
is enrolled solely in online courses at the university.

The fee is deposited to the credit of The UT Brownsville intercollegiate athletics fee
account to be used in accordance with the terms of the partnership agreements entered
into between UT Brownsville and Texas Southmost College.

The fee may not be imposed unless approved by a majority vote of students who
participate in a general student election called for that purpose. In addition, the fee may
not be increased to an amount that exceeds by 10 percent or more the total amount of the
fee as last approved by a student vote unless the increase has been approved by a majority
vote of the students who participate in a general student election held for that purpose.

The fee must be in the same amount as the intercollegiate athletics fee charged a student
at Texas Southmost College by the junior college district, subject to the limitations set
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forth above. A student attending either or both institutions may be charged a fee by only
one of the institutions.

The fee may not be imposed before the beginning of the 2008 fall semester.

Impact: HB 1505 impacts UT Brownsville by authorizing the Board of Regents to
impose an intercollegiate athletics fee. The fee may not be imposed unless approved at a
general student election called for that purpose. Fees must be deposited to the credit of
the UT Brownsville intercollegiate athletics fee account to be used in accordance with the
partnership agreement with Texas Southmost College.

Effective: May 18, 2007

Karen Lundquist

HB 2383 by Lucio III and Lucio Jr.

Relating to the provision of certain subsidies and scholarships to particular public school
students or graduates.

HB 2383 amends the law providing for awards through the Early High School
Graduation Scholarship program. To be eligible for an award, HB 2383 requires
graduation from a public high school in Texas and requires attendance at such a high
school for the majority of time the person attended high school, a change from the prior
law that the student must have attended high school exclusively in Texas. The
Coordinating Board is required to adopt rules to implement this provision.

For a person who completed the recommended or advanced high school program with at
least 30 hours of college credit and graduated on or after September 1, 2005, graduation
must have occurred in not more than 46 consecutive months, up from 45 months under
prior law. Finally, the person must be a citizen of the United States or otherwise lawfully
authorized to be present in the United States; prior law required the person to be a Texas
resident as defined by the Coordinating Board.

HB 2383 applies beginning with the 2007-2008 school year, and applies only to a student
who graduates from a public high school on or after June 15, 2007.

Impact: HB 2383 changes the eligibility requirements for an award under the Early
High School Graduation Scholarship program, and more students will likely qualify. The
program is funded through the Foundation School Fund, so there is no fiscal impact on
institutions. However, the registrar's office at each UT System institution should be
aware of HB 2383 and should make any necessary changes to catalogs, publications, and
websites.

Effective: June 15, 2007

Karen Lundquist
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HB 2702 by Truitt and Shapiro

Relating to tuition and fee exemptions and health benefits coverage subsidies for certain adopted
children.

HB 2702 amends the law providing an exemption from tuition and fees if a student was
adopted and was the subject of an adoption assistance agreement between the adoptive
parents and the Department of Protective and Regulatory Services under Subchapter D,
Chapter 162, Family Code. HB 2702 provides that such a student is eligible for the
exemption only if the adoption assistance agreement provided for monthly payments and
medical assistance benefits, and was not limited to providing only for the reimbursement
of nonrecurring expenses, including reasonable and necessary adoption fees, court costs,
attorney’s fees, and other expenses directly related to the adoption.

HB 2702 applies beginning with the 2007 fall semester, except that a student who was
enrolled and who qualified for the exemption for any academic term of the 2006-2007
academic year is entitled to the exemption until the earlier of the date the student
completes the degree program in which the student was last enrolled in the 2006-2007
academic year or another degree program of the same level, or the fourth anniversary of
the date the student initially enrolled in the degree program in which the student was last
enrolled in the 2006-2007 academic year.

HB 2702 also requires the Department of Protective and Regulatory Services to pay a
$150 subsidy each month for the premiums for health benefits coverage for a child with
respect to whom a court has entered a final order of adoption if the child was in the
conservatorship of the department at the time of adoptive placement, the child is not
eligible for medical assistance after the adoption, and the child is younger than 18 years
of age. If such a child does not receive any other subsidy under Section 162.304, family
code, the child is not considered to be the subject of an adoption assistance agreement for
purposes of determining eligibility for the tuition and fee exemption discussed above.
HB 2702 is consistent with Recommendation 4 made by the Task Force on Access to
Health Care in Texas in its “Code Red” report.

Impact: HB 2702 provides additional qualifications in order for a student who was the
subject of an adoption assistance agreement to receive a tuition and fee exemption. The
registrar’s offices at UT System institutions should be aware of the bill and should make
any necessary changes to catalogs, publications, and websites.

Effective: June 13, 2007, except that Section 2 takes effect September 1, 2007

Karen Lundquist
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SB 201 by Nelson and Morrison

Relating to tuition exemptions at public institutions of higher education for certain professional
nursing program preceptors and their children.

Existing law (Sec. 54.222, Education Code) provides a $500 tuition exemption to a
student enrolled at an institution of higher education who is a resident of Texas and who
is a registered nurse serving as a clinical preceptor for students enrolled in an
undergraduate professional nursing program for the academic term for which the
exemption is sought. It also provides a $500 tuition exemption for the nurse’s children.

SB 201 provides that the nurse is entitled to the exemption for one academic term for
each academic term during which the nurse serves as a clinical preceptor. SB 201 allows
the nurse to claim the exemption in the academic term in which the nurse serves as a
clinical preceptor, or in another academic term that begins within a year of the end of the
academic term in which the nurse served. The bill also allows a child of the nurse to
claim the exemption in the same manner described above for the child’s parent, and
provides that the child’s eligibility for an exemption is not affected by whether the parent
also received an exemption.

SB 201 applies beginning with tuition charged for the 2007 fall semester, and the tuition
exemption must be granted regardless of whether the qualifying service as a clinical
preceptor occurred before June 15, 2007.

SB 201 is consistent with Recommendation 7 made by the Task Force on Access to
Health Care in Texas in its report, “Code Red.”

Impact: SB 201 allows an additional year for nursing program preceptors and their
children to claim the $500 tuition exemption. Accordingly, SB 201 will increase the cost
to institutions of the exemption. The 80" Legislature made no specific appropriation to
reimburse institutions for this cost.

Effective: June 15, 2007

Karen Lundquist

SB 285 by Shapiro and Hill

Relating to the imposition of certain fees on students enrolled at The University of Texas at
Dallas.

SB 285 authorizes UT Dallas to collect a transportation fee from its students in an
amount not to exceed $18 for each regular semester or $9 for each summer term. It also
authorizes the collection of a student services building fee in the amount of $71 per
student for each regular semester or summer term of 12 weeks or longer, $47.33 per
student for each summer term of eight weeks or longer but less than 12 weeks, or $35 per
student for each summer term of less than eight weeks. Finally, it authorizes an
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intramural and intercollegiate athletics fee in an amount not to exceed $45 per student for
each semester or summer term of 12 weeks or longer, $30 per student for each summer
term of eight weeks or longer but less than 12 weeks, or $22.50 per student for each
summer term of less than eight weeks. These fees may not be imposed by the Board of
Regents unless approved by a majority vote of the students of the university. Also, these
fees may not be increased by an amount of 10 percent or more of the last amount
approved by the students without another student vote approving the increase.

Impact: The bill impacts UT Dallas because it authorizes the Board of Regents to
impose a transportation fee, student services building fee, and intramural and
intercollegiate athletics fee so that corresponding student services can be provided to UT
Dallas students. In order to impose fees in the amounts indicated, UT Dallas is required
to have a general student election for the students to vote on the fees and submit student
approved fees to the Board of Regents for approval. Further, the UT Dallas catalog
should be modified to reflect any approved new fees.

Effective: June 15, 2007

Priscilla A. Lozano

SB 457 by Watson, et al. and Menendez

Relating to the eligibility for education benefits of surviving minor children of certain public
employees killed in the line of duty.

SB 457 amends the law providing education benefits under Chapter 615, Government
Code. The law applies to the surviving spouses and surviving minor children of certain
law enforcement personnel, firefighters, and similar personnel listed in Chapter 615 who
are killed in the line of duty, and requires institutions of higher education to exempt those
survivors from tuition and fees until the person receives a bachelor’s degree or 200 hours
of course credit, whichever occurs first. Also, for that same period, the institution must
pay, from general revenue appropriated to the institution, the cost of the student’s
contract for food and housing if the student elects and qualifies to reside in the
institution’s housing, or an equivalent amount if no space is available. The institution
must also pay from general revenue the cost of the student’s textbooks for that same
period.

SB 457 changes the definition of surviving child from a child who was claimed as a
dependent on the person’s income tax return filed in the year before the year in which the
person died, to a child who was younger than 18 years of age on the date of the person’s
death and, if the child is not a biological or adopted child, was claimed as a dependent on
the federal income tax return for the year preceding the person’s death. This will result in
education benefits for a biologic or adopted child who is younger than 18 years of age on
the date of the person’s death even if the child was not claimed as a dependent on the
person’s income tax return.
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SB 457 applies in relation to a death that occurs on or after September 1, 2001, but only
applies to education benefits awarded beginning with the 2007 fall semester.

Impact: SB 457 requires UT System institutions to provide education benefits to
surviving biologic or adopted children of certain public employees killed in the line of
duty, regardless of whether the children were claimed as dependents. Accordingly, SB
457 will increase the cost to institutions of the exemption. The 80" Legislature made no
specific appropriation to reimburse institutions for this cost.

Effective: May 21, 2007

Karen Lundquist

SB 685 by Van de Putte/Shapleigh and Noriega/Escobar

Relating to an exemption from tuition and mandatory fees for certain members of the Texas
National Guard.

SB 685 relates to an exemption from tuition and mandatory fees for certain members of
the Texas National Guard. Under existing law (Section 431.090, Government Code), the
State Adjutant General grants tuition assistance to a number of eligible members of the
Texas National Guard, considering funds available and the needs of the state military
forces. Institutions of higher education are then required to exempt those persons from
tuition for not more than 12 semester credit hours. SB 685 adds mandatory fees to the
tuition assistance awarded by the adjutant general, and requires institutions of higher
education to exempt a person from the payment of mandatory fees for any semester in
which the person receives the tuition exemption.

SB 685 applies beginning with assistance awards for tuition and mandatory fees for the
2008-2009 academic year.

Impact: UT System institutions are required to grant tuition and mandatory fee
exemptions to members of the Texas National Guard on certification from the adjutant
general. Under this law, the tuition and mandatory fee assistance awarded by the adjutant
general may not exceed the amount of money available to fund the assistance. From
money appropriated for that purpose, the adjutant general is required to authorize the
comptroller to reimburse an institution of higher education in an amount equal to the
amount of the exemption for tuition and mandatory fees that the institution grants based
on the adjutant general’s certification. Therefore, SB 685 should have no fiscal impact
on UT System or its institutions. The 80" Legislature appropriated $1 million for each
year of the fiscal biennium for state military tuition payment assistance. Registrar’s
offices at UT System institutions should be aware of the bill and should make any
necessary changes to catalogs, publications, and websites.

Effective: June 16, 2007

Karen Lundquist
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SB 1231 by Zaffirini and Morrison

Relating to dropping courses and student withdrawals at institutions of higher education,
including the refunding of tuition and mandatory fees.

SB 1231 provides that students at institutions of higher education may not drop more than
six courses at that institution, including any course a transfer student dropped at another
institution of higher education, and authorizes an institution’s governing board to adopt a
policy permitting a student to drop less than the six-course maximum. It applies only if
the student is able to drop the course without receiving a grade or incurring an academic
penalty, the student’s transcript will indicate that the student was enrolled in the course,
and the student is not dropping the course in order to withdraw from the institution.
Certain laboratory or discussion courses in which students enroll concurrently with a
lecture course are not considered to be separate courses for purposes of this law.

The Coordinating Board is required to adopt rules that permit a student to drop more
courses than the maximum permitted by law or by policy if the student shows good
cause. Those rules must be adopted as soon as practicable, and may be adopted in the
manner provided for emergency rules.

SB 1231 also requires academic and medical institutions to refund tuition and mandatory
fees for courses from which the student drops within the first 12 days of a fall or spring
semester, which is current law, and adds summer terms of 10 weeks or longer. It requires
the refund for courses dropped within the first four days of a term of more than five
weeks but less than 10 weeks, or within the period specified by the institution for a term
of five weeks or less that is substantially proportional to the period specified for a longer
term.

SB 1231 also sets out the percentage of the amount paid that is to be refunded to a student
who withdraws, depending on the date of withdrawal. The bill does not change current
law for withdrawals during a fall or spring semester but provides that refunds for
withdrawals during a summer term of 10 weeks or longer are subject to the same
percentage as refunds for the fall or spring semester. It also specifies the percentage of
refunds to be made for withdrawals during a term of more than five weeks but less than
10 weeks, and for terms of five weeks or less.

If a student has not paid the total amount of tuition and mandatory fees by the date the
student withdraws, the institution or unit may credit the amount to be refunded toward the
payment of the outstanding tuition and mandatory fees. The institution or unit is required
to issue all of the remaining refund to the student.

SB 1231 also authorizes the institution or unit to refund tuition and fees in amounts that
are greater than the amounts required by the bill. A portion of the refund may be applied
toward the payment of any outstanding tuition and fees, and the remainder may be paid
directly to the student, or credited toward payment of tuition and mandatory fees for a
subsequent semester or other academic term.
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SB 1231 also authorizes an academic or medical institution to terminate a student’s
technology usage privilege and other student services and privileges when the student
withdraws. (Prior law required termination of student services and privileges.)

SB 1231 also repeals the provision prohibiting academic and medical institutions from
collecting fees or tuition in excess of the minimum tuition for a course from a student
who is entitled to a refund of that amount if the student has not paid that amount on the
date the student drops the course or withdraws from the institution.

SB 1231 applies to tuition and fees charged beginning with the fall 2007 semester.

Impact: SB 1231 applies to all institutions of UT System, with provisions governing
both academic and health institutions. The bill limits the number of courses that a student
may drop and provides additional procedures for refunding tuition and fees for dropped
courses and student withdrawals.

Effective: June 16, 2007

Karen Lundquist

SB 1232 by Zaffirini and Morrison

Relating to the manner of payment of higher education tuition and fees and to the repayment of
emergency student loans.

SB 1232 relates to the manner of payment of higher education tuition and fees and to the
repayment of emergency student loans.

For the fall and spring semesters and the summer term, SB 1232 authorizes payment in
full in advance, or payment in installments under one or more payment plan options
adopted by the governing board of the institution that require the first payment to be
made in advance and the final payment to be made before the last day of the semester.
(Prior law provided the payment schedule for quarterly payments.) SB 1232 also
provides that a student who owes a balance of tuition and fees as a result of a change in
the student’s class schedule or who owes a balance of tuition and fees of less than $100
after making an insufficient payment of tuition and fees previously due must pay the
balance by the next payment date provided by the payment plan adopted by the governing
board.

A student who fails to make a full payment by the due date may be prohibited from
registering until full payment is made, and a student who fails to make full payment
before the end of the semester or summer term may be denied credit for work done that
semester or term. This sanction may not be imposed unless the governing board warns
the student of the possible sanction in any written or electronic agreement authorized by
the student. SB 1232 further provides that a student who elects to pay tuition and fees by
installment must enter into a written or electronic agreement reflecting the terms and
conditions. (Prior law did not authorize an electronic agreement.)
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SB 1232 also authorizes an electronic agreement for an emergency loan. (Prior law
required a written promissory note.) It authorizes an origination fee of not more than
1.25 percent of the amount of the loan in lieu of the five percent interest rate.

SB 1232 applies to the payment of tuition and fees and to emergency student loans
beginning with the 2007 fall semester.

Impact: SB 1232 authorizes the Board of Regents to establish a payment plan for
tuition and fees, authorizes an electronic agreement under the payment plan or for an
emergency loan instead of a written promissory note, and authorizes a 1.25 percent
origination fee or five percent interest as determined by the Board of Regents. An
amendment to the Regents’ Rules and Regulations, Series 40402, Section 3.3, is
necessary to reflect the changes in the terms of an emergency loan authorized by SB
1232. As of the date of this publication, the Regents’ Rule, which requires a promissory
note and does not authorize an origination fee, has not been amended.

Effective: June 15, 2007

Karen Lundquist

SB 1233 by Zaffirini and Morrison
Relating to the general deposit paid by a student to a public institution of higher education.

SB 1233 expands the coverage of the current “general property deposit,” which
previously covered only losses, damages, and breakage in libraries and laboratories. SB
1233 provides that the newly-named “general deposit,” which may not exceed $100,
insures the institution against any losses, damages, and breakage for which the student is
responsible and covers any other amounts owed by the student to the institution.

The institution must return the deposit to the student, less any amounts owed to the
institution, within a reasonable period after the student withdraws or graduates from the
institution, but not to exceed 180 days. The institution must have sufficient time to
identify all amounts owed and to determine that the student does not intend to enroll at
the institution in the semester or summer session immediately following withdrawal or
graduation or, if the student withdraws or graduates in the spring semester, in the next fall
semester.

SB 1233 makes conforming amendments to other provisions of the Education Code to
reflect the fact that the “general property deposit” is now called the “general deposit.”

Impact: SB 1233 authorizes UT System institutions to charge a general property
deposit to cover losses, damages, or breakage for which the student is responsible and to
cover any other amounts owed by the student. It also requires the institutions to return
the deposit, less any amounts owed, within a reasonable period but not later than 180
days after withdrawal or graduation.

39



Effective: June 15, 2007

Karen Lundquist

SB 1640 by Williams and Chisum/Guillen

Relating to the student loan program administered by the Texas Higher Education Coordinating
Board and to the exemption from fees and tuition of certain persons at institutions of higher
education; authorizing the issuance of bonds.

SB 1640 authorizes the issuance of up to $500 million in general obligation bonds to
finance education loans through the Hinson-Hazlewood College Student Loan Program.
This is an increase of $100 million from the amount permitted under prior law.

Under Section 54.203, Education Code, eligible Texas veterans are currently exempt
from paying tuition and fees. The statute provides, however, that if the veteran is eligible
for educational benefits under federal law, the exemption does not apply if the value of
the federal educational benefits is equal to or exceeds the value of the exemption. It also
provides that the combined value of the federal educational benefits and the exemption
cannot exceed the total cost of the exemption. SB 1640 clarifies that the comparison or
calculation of values is to be made on the basis of a semester.

Impact: Financial aid offices should be aware of this clarification, and ensure that their
calculations of the veteran’s exemption is based on a semester.

Effective: Sections 1-5 take effect on the date SJR 57 is approved by the voters. Section
6 takes effect September 1, 2007, and Section 7 applies beginning with the 2007 fall
semester.

Esther Hajdar

Financial Aid
HB 1250 by Charlie Howard/Aycock and Patrick

Relating to prohibiting discrimination based on a student’s secondary school in awarding certain
financial aid for higher education.

HB 1250 relaxes the eligibility requirements for Texas B-On-time loans. One of the
academic requirements for eligibility under prior law was graduation from a public or
accredited private high school in this state under the recommended or advanced high
school program. HB 1250 removes the requirement that the private high school be
accredited and allows graduation under the recommended or advanced high school
program or its equivalent.
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HB 1250 applies beginning with student financial aid awarded for the 2008-2009
academic year.

Impact: SB 1250 allows students who graduate from non-accredited high schools, as
well as students who graduate under a program equivolent to the recommended or
advanced high school program, to be eligible for Texas B-On-Time loans. Student
financial aid offices should be aware of HB 1250.

Effective: September 1, 2007

Karen Lundquist

HB 2173 by Byron Cook, et al. and Brimer
Relating to the continuation and functions of the Prepaid Higher Education Tuition Board.

HB 2173 is the sunset bill for the Prepaid Higher Education Tuition Board and
implements the recommendations of the Sunset Advisory Commission. The Tuition
Board oversees the Texas Guaranteed Tuition Plan (formerly, the “Texas tomorrow
fund”) and Tomorrow’s College Investment Plan (a 529 savings plan). Enrollment in the
former plan was suspended in 2003.

Section 8 of the bill provides that if the beneficiary of a prepaid tuition contract (the
guaranteed tuition plan) entered into after December 31, 2003, enrolls in an institution of
higher education, the Tuition Board shall pay to the institution the tuition and required
fees of the institution and then may pay to the purchaser all or part of any amount paid or
accrued under the contract that exceeds the tuition and required fees if the Tuition Board
determines that it is actuarially sound to do so. According to the Sunset Commission’s
recommendation, “pricing contracts higher could help protect the board’s assets and
enable the sale of new contracts, but a refund provision may be necessary to protect
future purchasers’ investments.”

Section 8 of the bill also requires the Tuition Board by rule to establish criteria and
procedures to guide the Tuition Board in determining when and under what conditions to
reopen new enrollment in the plan whenever new enrollment is suspended.

Section 9 of the bill requires the Tuition Board to adopt an application form for
enrollment in the prepaid higher education tuition plan. The application must include the
annual household income of the purchaser, the highest educational level of the purchaser,
the race or ethnicity of the beneficiary, how the purchaser first learned about the plan,
and how the purchaser intends to finance the prepaid tuition contract.

Section 10 of the bill authorizes the Tuition Board to require a maturity period between
the time a purchaser enters into the contract and the time the Tuition Board must act on
its contractual obligation to pay any tuition or fees on behalf of the beneficiary. The
Sunset Commission stated that this delay would ensure sufficient time for the Tuition
Board’s investments to grow before the beneficiary claims tuition benefits. For example,
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it would allow the Tuition Board to phase in new contracts slowly, initially offering plans
only for newborns, and then opening enrollment further if possible.

Section 11 of the bill provides that when the beneficiary of a prepaid tuition contract
entered into on or before December 31, 2003, enrolls in a public senior college or
university, the university must accept as payment in full the lesser of the amount of
tuition and required fees charged by the institution, or an amount equal to the weighted
average amount of tuition and required fees of all public senior colleges and universities
for that academic period. This essentially preserves the status quo for existing contracts.

The bill also includes across-the-board provisions that the Sunset Commission
recommends for all state agencies and specifically requires the board to adopt and
enforce an ethics policy.

The bill also requires the Tuition Board to comply with and implement the management
action recommendations adopted by the Sunset Advisory Commission and to report to the
commission by November 1, 2008, regarding the implementation. Those management
actions are to restructure the request for proposals (RFP) for the savings plan manager
and to regularly evaluate its ad campaign.

Finally, the bill requires the Tuition Board to conduct a study by September 1, 2008, to
determine the feasibility of the board and an institution of higher education entering into
an agreement under which the institution offers tuition discounts or other benefits to
beneficiaries of prepaid tuition contracts who enroll in the institution.

Note that HB 3900 authorizes the Tuition Board to administer the Texas tomorrow fund
II prepaid tuition unit undergraduate education program and provides the details of that
program.

Impact: HB 2173 continues the existence of the agency that administers the Texas
tomorrow fund and the Texas tomorrow fund II.

Effective: June 15, 2007

Karen Lundquist

HB 2383 by Lucio III and Lucio Jr.

Relating to the provision of certain subsidies and scholarships to particular public school
students or graduates.

HB 2383 amends the law providing for awards through the Early High School
Graduation Scholarship program. To be eligible for an award, HB 2383 requires
graduation from a public high school in Texas and requires attendance at such a high
school for the majority of time the person attended high school, a change from the prior
law that the student must have attended high school exclusively in Texas. The
Coordinating Board is required to adopt rules to implement this provision.
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For a person who completed the recommended or advanced high school program with at
least 30 hours of college credit and graduated on or after September 1, 2005, graduation
must have occurred in not more than 46 consecutive months, up from 45 months under
prior law. Finally, the person must be a citizen of the United States or otherwise lawfully
authorized to be present in the United States; prior law required the person to be a Texas
resident as defined by the Coordinating Board.

HB 2383 applies beginning with the 2007-2008 school year, and applies only to a student
who graduates from a public high school on or after June 15, 2007.

Impact: HB 2383 changes the eligibility requirements for an award under the Early
High School Graduation Scholarship program, and more students will likely qualify. The
program is funded through the Foundation School Fund, so there is no fiscal impact on
institutions. However, the registrar's office at each UT System institution should be
aware of HB 2383 and should make any necessary changes to catalogs, publications, and
websites.

Effective: June 15, 2007

Karen Lundquist

HB 2978 by Morrison, et al. and Shapiro

Relating to engineering recruitment programs established by the Texas Higher Education
Coordinating Board.

HB 2978 requires the Coordinating Board to establish and administer, using funds
appropriated for that purpose, a one-week summer program on the campus of each
general academic teaching institution that offers an engineering degree program. The
summer program must be designed for middle and high school students to expose those
students to math, science, and engineering concepts that a student in an engineering
degree program may encounter. The Coordinating Board by rule establishes the
admission requirements that encourage the program to enroll students in the program that
reflect the demographics of the state, and the governing board of each institution of
higher education is required to cooperate with the Coordinating Board in administering
this law.

The bill also requires the Coordinating Board to establish and administer, using funds
appropriated for that purpose, scholarships for students pursuing a degree in engineering
at a general academic teaching institution. To qualify, a student must have graduated
with a GPA in the top 20 percent of the student’s high school graduating class, must have
graduated from high school with a GPA of at least 3.5 in mathematics and science
courses offered under the recommended or advanced high school program, and must
maintain a GPA of at least 3.0 at the general academic teaching institution. The
Coordinating Board is required to adopt rules to administer this law, including rules
providing for the determination of the amount of each scholarship.
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The Coordinating Board is required to administer both of the above programs using
available appropriations and gifts, grants, and donations made for those purposes. Rules
must be adopted as soon as practicable, and may be adopted in the manner provided for
emergency rules.

A rider in the General Appropriations Act appropriates $1 million to the Coordinating
Board for each year of the biennium for the engineering recruitment programs. (Article
IX, Section 19.95.)

HB 2978 applies beginning with the 2007-2008 academic year.

Impact: HB 2978 requires UT System academic institutions that offer an engineering
degree program to cooperate with the Coordinating Board in providing the engineering
summer program. It also requires the Coordinating Board to establish scholarships for
engineering degree students. Engineering departments at academic institutions and
student financial aid offices should be aware of this bill. Additionally, the Coordinating
Board’s rulemaking should be monitored.

Effective: June 12, 2007

Karen Lundquist

HB 3900 by Morrison, et al., and Shapiro, et al.
Relating to the Texas tomorrow fund II prepaid tuition unit undergraduate education program.

HB 3900 creates the Texas tomorrow fund II (TTF-II), a prepaid tuition program for
undergraduate education. The program will operate separately from the existing Texas
tomorrow fund program, which has been closed to new enrollment since 2003, but is
administered by the same Prepaid Higher Education Tuition Board (PHETB).

Under TTF-II, a purchaser may prepay the costs of all or a portion of a beneficiary’s
undergraduate tuition and required fees at a general academic teaching institution or two-
year institution by purchasing one or more tuition “units.” The assigned value of a tuition
unit is equal to one percent of the amount necessary for the academic year in which the
unit is redeemed to cover the applicable cost of undergraduate resident tuition and
required fees for one academic year consisting of 30 semester credit hours.

The purchaser may purchase one type of unit or a combination of two or three types of
units. For a Type I tuition unit, the purchase price is based on one percent of the cost of
undergraduate resident tuition and required fees at the general academic teaching
institution with the highest tuition and fee cost for that academic year. For a Type II
tuition unit, the purchase price is based on one percent of the cost of the weighted
average general academic teaching institution undergraduate resident tuition and required
fees for the applicable academic year. For a Type III tuition unit, the purchase price is
based on one percent of the weighted average two-year institution undergraduate resident
tuition and required fees for the applicable academic year.
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To pay for the entire cost of undergraduate resident tuition and required fees for an
academic year consisting of 30 semester credit hours, redemption of 100 Type I tuition
units is required at the general academic teaching institution with the highest tuition and
fee costs, redemption of 100 Type II tuition units is required at a general academic
teaching institution with the applicable tuition and fee cost at the weighted average, and
redemption of 100 Type III tuition units is required at a two-year institution with the
applicable tuition and fee cost at the weighted average. The number of tuition units that
must be redeemed to pay the entire costs at another institution may be higher or lower in
proportion to the amount that the cost is higher or lower than the amount determined for
the institution with the highest cost or weighted average cost, as applicable. A
beneficiary is responsible for paying the amount of any difference between the amount of
tuition and required fees that the beneficiary pays through the redemption of one or more
tuition units and the total cost of the beneficiary’s tuition and required fees at the
institution at which the beneficiary enrolls. A beneficiary or purchaser may not redeem a
tuition unit earlier than the third anniversary of the date the unit was purchased.

Each year, the PHETB is required to establish the price at which each type of tuition unit
may be purchased during the next sales period and the percentage of the cost for which
each type of tuition unit may be redeemed. The percentage is based on the cost at a
particular institution in relation to the amount determined for the institution with the
highest cost or weighted average cost, as applicable. The purchase price for each type of
unit is equal to the applicable cost of tuition and required fees for the most recent
academic year, discounted by one-half percent.

When a beneficiary redeems one or more tuition units to pay costs of tuition and required
fees, the PHETB applies money in the fund to pay all or the applicable portion of the
costs at the institution in which the beneficiary enrolls. A beneficiary may redeem any
type of tuition unit at a general academic teaching institution or two-year institution. The
institution is required to accept the amount transferred to the institution when the unit or
units are redeemed as payment for all or the applicable portion of the beneficiary’s tuition
and required fees. The amount transferred to the institution is the lesser of the following:
(1) 101 percent of the amount of tuition and required fees covered by the tuition units
being redeemed, or (2) the sum of the total purchase price of the tuition units being
redeemed, plus the greater of (a) an amount equal to the portion of actual total return on
all investment assets attributable to the total purchase price transferred above, or (b) an
amount equal to the portion of the total return on all investment assets attributable to the
total purchase price transferred above that would result assuming an annual return on all
investment assets of the fund of five percent (subject to availability of money in the
fund). As a result, if the rate of growth in the fund is greater than the rate of growth in
tuition and required fees, institutions may receive as much as 101 percent of the amount
of tuition and required fees. On the other hand, the law provides a floor of five percent in
the rate of growth of the fund, but an institution receives that amount only if money is
available. Thus, institutions bear the financial risk of poor fund performance.

Under HB 3900, the revenue from the prepaid tuition contracts is held in a trust fund
outside the treasury and invested. The PHETB and the Board of Regents of The
University of Texas System may contract for the Board of Regents to manage and invest
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the assets of the fund. If the PHETB does not contract for investment of fund assets by
the Board of Regents, the PHETB must employ private professional investment managers
to serve as plan manager and invest the assets.

HB 3900 also requires the PHETB by rule to develop and implement a “Texas Save and
Match” program under which money paid by the purchaser may be matched with (1)
contributions made to that program and used to purchase additional tuition units on
behalf of beneficiaries selected as provided by board rule, and (2) appropriated money to
purchase additional tuition units on behalf of beneficiaries whose annual household
income is below the state median family income, whose enrollment would promote
“Closing the Gaps,” and who meet other criteria established by the board.

Impact:  All UT System academic institutions are required to accept TTF-II prepaid
tuition units in payment of tuition and required fees. If a purchaser bought 100 tuition
units on behalf of a beneficiary, the beneficiary would be entitled to redeem those units in
full payment of tuition and required fees for an academic year at an institution covered by
that particular type of tuition unit. This has fiscal implications for UT System academic
institutions, which bear the financial risk if the cost of tuition and required fees exceeds
the value of the tuition units being redeemed.

The Board of Regents may contract to assume responsibility for the investment and
management of the assets of the TTF-II. This would permit the investment and
management of the funds through UTIMCO.

Effective: June 15, 2007. Prepaid tuition contracts for TTF-II may go on sale not earlier
than September 1, 2008. Redemption of tuition units purchased may begin not earlier
than the fall of 2011.

Karen Lundquist

SB 947 by Duncan and Chisum
Relating to delivery of certain unclaimed money to a rural scholarship fund.

Existing law allows a local telephone exchange company to deliver abandoned money to
a scholarship fund to enable needy students from rural areas to attend college, technical
school, or another postsecondary educational institution. SB 947 increases from
$400,000 to $800,000 the total amount of money that may be transferred by all local
telephone exchange companies during a state fiscal year.

Impact: Needy students from rural areas who attend UT System institutions may be
eligible for money from the scholarship fund. Student financial aid offices should be
aware of SB 947.

Effective: September 1,2007

Karen Lundquist
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SB 1232 by Zaffirini and Morrison

Relating to the manner of payment of higher education tuition and fees and to the repayment of
emergency student loans.

SB 1232 relates to the manner of payment of higher education tuition and fees and to the
repayment of emergency student loans.

For the fall and spring semesters and the summer term, SB 1232 authorizes payment in
full in advance, or payment in installments under one or more payment plan options
adopted by the governing board of the institution that require the first payment to be
made in advance and the final payment to be made before the last day of the semester.
(Prior law provided the payment schedule for quarterly payments.) SB 1232 also
provides that a student who owes a balance of tuition and fees as a result of a change in
the student’s class schedule or who owes a balance of tuition and fees of less than $100
after making an insufficient payment of tuition and fees previously due must pay the
balance by the next payment date provided by the payment plan adopted by the governing
board.

A student who fails to make a full payment by the due date may be prohibited from
registering until full payment is made, and a student who fails to make full payment
before the end of the semester or summer term may be denied credit for work done that
semester or term. This sanction may not be imposed unless the governing board warns
the student of the possible sanction in any written or electronic agreement authorized by
the student. SB 1232 further provides that a student who elects to pay tuition and fees by
installment must enter into a written or electronic agreement reflecting the terms and
conditions. (Prior law did not authorize an electronic agreement.)

SB 1232 also authorizes an electronic agreement for an emergency loan. (Prior law
required a written promissory note.) It authorizes an origination fee of not more than
1.25 percent of the amount of the loan in lieu of the five percent interest rate.

SB 1232 applies to the payment of tuition and fees and to emergency student loans
beginning with the 2007 fall semester.

Impact: SB 1232 authorizes the Board of Regents to establish a payment plan for
tuition and fees, authorizes an electronic agreement under the payment plan or for an
emergency loan instead of a written promissory note, and authorizes a 1.25 percent
origination fee or five p