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Executive Summary

Financial aid plays a critical role in accomplishing all four of the goals articulated in 60x307X;, the
strategic plan for higher education: educated population, completion, marketable skills, and student
debt. Effective aid programs support both access and success in our higher education structure and
provide work-study opportunities to prepare students for the workforce. Furthermore, the balance of
grant and loan opportunities, including effective counseling on these options, plays a key role in helping
students manage their education debt. In keeping with the General Appropriations Act requirement to
present an annual report concerning student financial aid at Texas public and independent institutions of
higher education, this report provides data and details regarding the financial aid awarded in Fiscal Year
(FY) 2017, to inform policy discussions and to support activities that will create the educated workforce
needed for Texas’ long-term success.

Although more than $10 billion in student financial aid was awarded from federal, institutional, private,
and state funding in FY 2017, there was still a significant amount of unmet financial need among
students attending Texas institutions of higher education. The average amount per student needed to
cover the gap between undergraduate education costs and student resources (Expected Family
Contribution and financial aid) was $8,258 for students attending public two-year institutions, $6,727 for
students attending public universities and health-related institutions (HRIs), and $7,282 for students
attending private or independent institutions.

Some students can reduce this gap by working to earn more income and by reducing living expenses.
However, they cannot control tuition and fee costs. Following the deregulation of tuition in 2003, net
tuition and fees for undergraduate students and graduate students attending Texas public universities
increased by 92 percent, in dollars adjusted for inflation, by FY 2017, while state appropriations per
student have declined by 23 percent.

Additionally, foregone institutional revenue from tuition exemptions and waivers has increased
dramatically in recent years, reaching $894.6 million in FY 2017. The largest amount of foregone
revenue from tuition exemption programs was from Hazlewood exemptions benefitting veterans and
their dependents-and from dual credit exemptions, while the largest amount from waiver programs was
for competitive scholarship waivers and teaching or research assistant waivers.

Another noteworthy element of student financial aid in Texas is tuition “set-asides.” Two state financial
aid programs, the Texas Public Educational Grant (TPEG) program and Financial Aid Funded by
Designated Tuition Set-Asides, are administered by institutions. The funds collected from the set-asides
are retained at the institutions for distribution to financially needy students. In FY 2017, 241,099
students received grants and scholarships exceeding $428 million through these programs. Almost half
of these funds were awarded to students whose family incomes were below the federally established
poverty level for a family of four.

Reliance on tuition set-aside funds to assist financially needy students has increased as tuition and fees
have increased. Students who don’t meet all requirements to qualify for other grant aid may be assisted
with these funds. Additionally, institutions rely on these funds to meet the statutory requirements to
make up the difference between tuition and fee costs and grants through two of the state’s signature
grant programs, the Toward EXcellence, Access, and Success (TEXAS) Grant Program and the Texas
Educational Opportunity Grant (TEOG) Program.

In reviewing financial aid data overall, it is important to recognize that federal and state gift aid is
primarily targeted for undergraduates, rather than graduate students. More than half of all financial aid
to undergraduates attending Texas institutions in FY 2017 was grant aid, and 44 percent was in the form
of student loans. Conversely, only a small percentage of aid to graduate students was grant aid, and 86
percent of all aid to graduate students was in the form of student loans.
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It is also important to recognize the extent to which students attending Texas institutions of higher
education rely on federal funds for financial assistance. Most of the financial aid dollars awarded were
from federal funds for student loans and Federal Pell grants. A total of $547.5 million, only 5 percent of
all FY 2017 aid to students attending Texas institutions of higher education, was awarded through the
seven state programs funded by General Revenue appropriations.

A significant amount of funding, more than $1.4 billion in merit and other scholarship/grant aid, was
awarded to 249,431 students in Texas higher education in FY 2017. This includes aid from endowments
and other institutional funds, as well as funds awarded to students by entities outside the institutions.

Table 1 provides a quick comparison of the profiles of state financial aid programs, including the average
income and EFC of the students receiving awards in FY 2017. A very high percentage of students
receiving awards through the state programs for financially needy students had an EFC below the
threshold to qualify for Federal Pell grants, $5,234. The highest percentages of dollars awarded to
students whose family incomes were at or below the poverty level were in the TEOG Program, the
TEXAS Grant Program, and the Texas College Work-Study Program.

The College Access Loan (CAL) Program provides Texas students one of the lowest-cost nonfederal
student loan options in the nation, with a fixed annual interest rate and no origination fee. This program
is funded through the sale of tax-exempt bonds, at no cost to taxpayers. Even though 70 percent of the
CAL dollars were disbursed to students who had family incomes above the $56,356 median for Texas, 29
percent of CAL dollars were loaned to students who had an EFC below the Federal Pell EFC threshold.

Despite the tuition and fee increases and declining state appropriations per student, Texas public higher
education continues to be relatively affordable in.comparison with other states. It is ranked third in
affordability of public two-year institutions nationally, and 21 in tuition and fee costs at public
universities.

Even though Texas higher education compares favorably with other states in terms of tuition and fee
costs, developing the mast effective balance among appropriations, tuition and fees, and financial aid is
critical to making higher education more affordable for students, thereby increasing completion rates
and expanding students’ options for careers after graduation.
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Table 1. Comparison of recipient information for state financial aid programs.

Program

Total Awarded $357,662,758 | $96,081,753 | $46,963,354 | $176,135,596 | $252,029,316 | $7,207,826 | $9,016,128 | $166,215,488 | $28,844,731 | $1,758,369

# Recipients 72,144 27,374 23,039 133,156 107,943 3,631 4,102 11,429 3,866 246
$4,210 PSC

Avg. Award $4,949 $3,507 $3,840 PTC $1,318 $2,332 $1,985 $2,197 $14,454 $7,443 $7,147
$1,959 PCC

Avg. EFC $1,291 $4,353 $647 $2,218 $3,360 $5,115 $2,008 $16,814 $13,902 $23,444

Avg. Income $31,465 $47,240 $23,422 $32,166 $38,904 $55,715 $32,601 $92,300 $89,658 $113,100

Percentage of Funding

$0 EFC 48% 40% 68% 45% 40% 25% 52% 15% 12% 9%

At or Below Pell EFC 94% 72% 98% 82% 74% 65% 88% 29% 35% 23%

Income Below Poverty 41% 36% 56% 47% 42% 24% 49% 17% 12% 9%

Income at or Below Median 87% 69% 94% 80% 74% 58% 83% 30% 29% 23%

Race/ Ethnicity HB3015 T0|z /;I'en

African Amer. 15% 15% 17% 16% 14% 6% 17% 11% 15% 2%
Asian 9% 4% 4% 6% 7% 19% 5% 4% 6% 3%
Hispanic 55% 37% 55% 43% 40% 43% 50% 31% 33% 30%
White 16% 35% 20% 28% 33% 27% 21% 47% 39% 60%
Other/Unkn. 6% 9% 5% 7% 6% 5% 6% 7% 6% 5%

PSC = Public State Colleges; PTI = Public Technical Institutes; PCC = Public Community Colleges
EFC for Pell Eligibility: up to $5,234; Poverty level of a family of four: $24,036; Texas median income: $56,356
Total tuition exemptions and waivers are reported in Chapter 2 Section 2.

*HB3015 refers to the Designated Tuition Set-Aside Program
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Chapter 1 — Introduction

Since its inception in 1965, the Texas Higher Education Coordinating Board (THECB or Coordinating
Board) has administered the state’s financial aid programs for Texas students enrolled in nonprofit
institutions of higher education in Texas. In 1987, The Texas Charter for Higher Education' called for
public higher education to be accessible to all those who seek and qualify for admission, stating,
“Neither financial nor social status should serve as a barrier to opportunities for higher education in
Texas. Financial aid as well as academic and social support services should be available. Texas colleges
and universities will actively recruit and retain students from populations that have not heretofore fully
participated in higher education.”

Texans supported the goals of the previous 15-year statewide strategic plan for higher education,
Closing the Gaps by 2015, in recognition of the state’s changing demographics and the importance of an
educated workforce for its economic and social well-being. By 2014, the Texas Legislature had
established and funded new higher education institutions, appropriated $3.3 billion for TEXAS Grants to
help low-income students attend college, and increased funding for programs in critical fields. In fall
2015, more than 1.65 million students enrolled in higher education,? an increase of almost 650,000 since
2000.

Building on these foundational gains, the 60x30T7X strategic plan for higher education, adopted in 2015,
acknowledges that tremendous challenges remain and must be addressed to improve students’
opportunities for a better life, employers’ ability to remain competitive, and the state’s ability to grow a
robust economy. The current strategic plan includes four broad goals:

> Educated Population: By 2030, at least 60 percent of Texans ages 25-34 will have a certificate or
degree

» Completion: By 2030, at least 550,000 students in that year will complete a certificate, associate,
bachelor’s, or master’s from an institution of higher education in Texas

» Marketable Skills: By 2030, all graduates from Texas public institutions of higher education will
have completed programs with identified marketable skills

» Student Debt: By 2030, undergraduate student loan debt will not exceed 60 percent of first-year
wages for graduates of public institutions

The Value of Higher Education

In addition to noting the numerous social benefits of higher education attainment, the College Board’s
Education Pays 2016, which will be updated in 2019, states, “In 2015, median earnings of bachelor’s
degree recipients with no advanced degree working full time were $24,600 (67%) higher than those of
high school graduates. Bachelor’s degree recipients paid an estimated $6,900 (91%) more in taxes and
took home $17,700 (61%) more in after-tax income than high school graduates.” This publication also
reports that the median earnings of associate degree recipients age 25 and older and working full time
was $9,200 (25%) higher than those of high school graduates.

Figure 1 illustrates the significant differences in the earnings of Texans among the different levels of
educational attainment, based on a three-year average of inflation-adjusted earnings summed for those
aged 25 to 64. Figure 2 depicts the median earnings (in 2014 dollars) nationally, by age and education
level.

! http://www.thecb.state.tx.us/reports/Texas Charter for Higher Education 1987
2 Includes career colleges; source: 2017 Texas Public Higher Education Almanac
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Figure 1 Texas’ three-year average inflation-adjusted earnings?.
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Figure 2 Median Earnings # by Age‘and Education Level, 2010-2014.
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3 Texas' three-year average inflation-adjusted earning summed for Texans ages 25 to 64 by educational attainment for those
working more than 32 hours per week and 49 weeks per year
4 1In 2014 dollars, for full-time year-round workers
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Affordability

The challenge of affordability will continue to be a significant factor in improving the rate of attainment
of higher education credentials. Texas public school enroliment records for the 2016-2017 school year
show that 59 percent of students in the P-12 pipeline are poor.> Postsecondary enrollment data collected
by the Coordinating Board show that only 52 percent of 2017 Texas high school graduates enrolled in a
Texas institution of higher education in the following fall. Enrollment was distributed among the different
types of institutions as follows:

o 44% enrolled in Texas public universities
o 48% enrolled in Texas public two-year institutions
o 8% enrolled in Texas private or independent institutions

As noted later in this report, since 2003, the amount of resident undergraduate tuition and fees charged
at public institutions has increased considerably, while state appropriations to those institutions have
decreased during the same period. The availability of substantial financial assistance is critical to broad
access to a higher education.

The TEXAS Grant Program, the state’s foundational grant program for academically prepared needy
students, was established with the intent to cover the tuition and fees of qualifying students who
continue to meet program requirements. Although state appropriations for the grants have increased
significantly over the years, they have not kept pace with tuition and fee charges or the increased
number of eligible students. This has led to lower award amounts to assist more students, and the lower
award amounts have failed to cover tuition and fees. Because institutions are required to provide non-
loan assistance to cover the difference between TEXAS Grant awards and tuition and fees, they must
use other funds, including dedicated tuition set-aside funds and other institutional resources, to make up
this difference.

Another one of the state’s three signature grant programs is the Texas Educational Opportunity Grant
(TEOG) Program, for students attending Texas public two-year institutions of higher education. As with
the TEXAS Grant Program, institutions must ensure that student tuition and fees are covered.
Institutions-may not use loans or Federal Pell grants to make up the difference between the amount of a
TEOG award and the amount of tuition and fees owed.

Determining Financial Need

Students apply for financial aid each year by completing the Free Application for Federal Student Aid
(FAFSA) or a Texas Application for State Financial Aid (TASFA), which collect demographic, income, and
asset information from students and their families. This information is used to estimate the Expected
Family Contribution (EFC), the amount of money a family is projected to contribute toward a student’s
education costs. The EFC is determined by a need analysis formula established in Title IV of the Higher
Education Act. A detailed explanation of the EFC formula, with practical example scenarios, is provided
by Moneyzine.com at http://www.money-zine.com/financial-planning/college-loan/expected-
familycontributions/.

A student’s Cost of Attendance (COA) includes tuition and fees, allowances for books and supplies, room
and board, transportation expenses, and miscellaneous personal expenses. A student’s financial need is
derived by subtracting the EFC from the COA. Therefore, unmet need is the difference between the COA
and any financial aid awarded to the student.

5 2016-2017 Economically Disadvantaged Students Statewide Totals
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Individuals researching the costs of attending specific institutions can refer to the following College for
All Texans web page: Estimated COAs 2018-2019. This information is estimated during the prior academic
year, projecting average costs for dependent students living off-campus and enrolling in 15 semester
credit hours in both fall and spring.

On the other hand, the COA figure reported in the Financial Aid Database (FAD) for each student is the
actual cost the student incurred, including tuition, fees, books and supplies, transportation costs, room
and board, and personal expenses. The following average COAs for FY 2017 were derived from the
reported undergraduate data (see Figure 15 for COA data for graduate students):

e $13,398 for students attending public two-year institutions,
e $22,578 for students attending public universities and HRIs, and

e $41,690 for students attending private or independent institutions.

About the Annual Financial Aid Report

Since 1993, the Texas Legislature has included in the General Appropriations Act a provision calling for
the THECB to provide to the Legislative Budget Board an annual report concerning student financial aid
at Texas public and independent institutions of higher education. This Report on Student Financial Aid in
Texas Higher Education, Fiscal Year 2017, supports the goals of the current strategic plan for higher
education by providing policymakers important information about the funding sources, types of student
financial aid programs, data regarding the students benefitting from those programs in FY 2017, and
data on unmet financial need.

The following features of the FY 2017 report are worth noting:
» Summary financial aid data are presented separately for undergraduates and graduate students

> Data are presented for the following three institutional sectors: Public Universities and Health-
Related Institutions (HRIs), Private and Independent Institutions, and Public Two-Year
Institutions

» Program summary profiles on-the major state programs include historical appropriations and
overviews, ten years of award data, eligibility requirements, race/ethnicity data, and five years of
recipient income levels, for comparative and analytical purposes

» Data for continuation Texas B-On-Time Loans and Top Ten Percent Scholarship awards are
included in Appendix C, as initial-year awards are no longer authorized for these programs,
pursuant to statutes that became effective beginning with the 2015 fall semester (FY 2016).

Table 2 will be used throughout the report to provide comparative income data on program recipients,
as well as comparative context for the EFC levels represented among program recipients. These data are
available for students who have received aid after completing the FAFSA, TASFA, or a comparable form
of need analysis. The income on which the need analysis is based was reported for the calendar year
that occurred two years before the state fiscal year for which the aid is received.
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Table 2. Income levels used for poverty and median indicators and maximum EFC for Federal Pell Grant eligibility.
Max. EFC for Pell

Fiscal Year Tax Year Grant Eligibility
2013 2011 $22,811 $51,993 $4,995
2014 2012 $22,283 $52,319 $5,081
2015 2013 $23,264 $52,550 $5,158
2016 2014 $24,008 $53,096 $5,198
2017 2015 $24,036 $56,356 $5,234

Source: Short, 2011; Short, 2012, Short, 2013; Short, 2014, Short, 2015; and Department of Numbers, Nd.
Data Considerations

For this report, 144 Texas public and independent colleges and universities that participate in state
financial aid programs contributed financial aid data for FY 2017. All data in the report are from the 2017
Financial Aid Database (FAD) unless otherwise noted. Some data presented in this report may differ
slightly from statistics found in other reports.

Coordinating Board staff have worked extensively with a subcommittee of the Coordinating Board'’s
Financial Aid Advisory Committee to review everyaspect of the FAD, identifying data elements that are
also collected in other agency reporting systems, as well as new data elements that need to be added.
Implementation of the recommended changes, including the timing of FAD reporting by institutions and
the elimination of end-of-year reporting requirements, will result in more efficient and accurate reporting
of financial aid data. These changes will be implemented for the FY 2018 FAD.

The following items should be taken into consideration when reviewing the FY 2017 financial aid detail
throughout this report, including the appendices provided.in this chapter.

» The FAD does not include information on students attending for-profit institutions in Texas.
National data for Federal Pell Grants, Federal Direct Loans, and Federal Direct PLUS Loans
include information on students attending for-profit institutions.

» This report does not include data on aid that has been offered but has been declined. For
example, students may choose to decline some or all of loan funds offered and instead find a
means of lowering costs or working to earn income.

> Unless expressly stated otherwise, the term “public universities” does not include HRI's.

» The characteristics of individual students receiving exemptions and waivers are not reported by
institutions in the Integrated Fiscal Reporting System (IFRS), which is the source of all tuition
exemption and waiver data presented in the tables and figures in Chapter 2, Section 2. Also,
each exemption and waiver reported in IFRS is associated with a recipient; therefore, a student
receiving more than one exemption and/or waiver is reported more than once as a recipient.

» For a more accurate determination of unmet need, exemptions and waivers reported in the FAD
are included in the FY 2017 unmet need calculations, even though all exemption and waiver data
reported in IFRS are not reported in the FAD. The THECB continues to work with institutions to
achieve the closest possible match between exemption and waiver data reported in the FAD
Report with the data reported in IFRS.

> National data are based on the federal academic year (July 1, 2016 to June 31, 2017), whereas
state data are based on the state fiscal year (September 1, 2016 to August 31, 2017).

> Work-study awards are reported only for funds earned, rather than funds offered as part of a
total financial aid award package.
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> Neither state nor national data are available for student wages that are not part of a formal
work-study program, consumer loans or mortgage refinancing to pay for college costs, or credit
card debt incurred to pay for college costs.

> When referring to data in specific publications, the most recently published data were used.

» For compliance with the Family Educational Rights and Privacy Act, any student counts of fewer
than five are represented with an asterisk in the appendices.

» The term “"HB3015"” appears in some tables and represents financial aid funded by Designated
Tuition Set-Asides.

» Enrollment data shown in Tables 3 and 4 were reported by institutions to the Coordinating Board
as of the twelfth class day in fall 2016.

Table 3.Total Enroliment for 2017 (Fall 2016) = Undergraduate and Graduate.
Private or

Public Universities and

Public Two-Year

Classification HRIs Indepen_dent Institutions

~ Institutions
Undergraduate 508,209 93,057 654,995 1,256,261
Graduate 152,991 33,116 77,286 263,393
Total 661,200 126,173 732,281 1,519,654

Table 4. Total Enrollment for 2017 (Fall 2016).- All Students, by Race/Ethnicity.

Public Private or Public Two-Year Percent
Race/Ethnicity Universities Independent e - Total of All
I Institutions
and HRIs Institutions Enrolled
African American 77,785 14,520 94,341 186,646 12%
Asian 50,919 5,584 32,534 89,037 6%
Hispanic 208,864 28,537 316,360 553,761 36%
White 257,664 60,596 245,449 563,709 37%
Other 65,968 16,936 43,597 126,501 8%
Total 661,200 126,173 732,281 1,519,654 100%
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When data are reported by funding source, programs are grouped based on the following categories of
funding sources:

> Federal Sources

O

O O OO0 O O O O

O

Americorps Education Awards (Americorps)

Federal Pell Grant

Federal Supplemental Educational Opportunity Grant (SEOG)
Federal Work-Study {state and employer funds}

Federal Direct Subsidized Loan

Federal Direct Unsubsidized Loan

Federal Direct PLUS Loan

Federal Perkins Loan

Federal TEACH Grant {a forgivable loan}

Primary Care Loans

> State Sources

@)

O O O O O O O

Toward EXcellence, Access, and Success (TEXAS) Grant

Tuition Equalization Grant (TEG)

Texas Educational Opportunity Grant (TEOG)

Top Ten Percent Scholarship

Texas College Work-Study {state and employer funds}

Texas B-On-Time (BOT) Loan {a forgivable loan}

Texas Armed Services Scholarship Program (TASSP) {a forgivable loan}
College Access Loan (CAL) {funded by the sale of tax exempt bonds and loan
repayments}

> Institutional Sources

O
O

(0]
o
O

Texas Public Educational Grant (TPEG)
Financial Aid Funded by Designated Tuition Set-Asides (HB3015)
=  Grants and Scholarships
=  Work-Study {institutional and employer funds}
= Loans {no activity in FY 2016}
=  Other
Merit-based Aid — funded by institutions
Student Deposit Scholarships
Institutional Work-Study

> Other Sources

O

O
O
O

Categorical Aid {gift aid from outside organizations}
Merit-based Aid — funded by private donations to institutions
Other Grants and Scholarships

Other Long-Term Loans
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Chapter 2 — Overview of Tuition and Fees

Section 1: Tuition and Fees

Even though state appropriations have declined and tuition and fees have increased steadily since 2003,
Texas higher education is still considered relatively affordable, when compared with other states. Texas
has more robust higher education data than many states. Therefore, comparisons with national data
require review of data that are commonly reported by all states in the Integrated Postsecondary
Education Data System (IPEDS).®

IPEDS includes list price charges for students who attended full-time (12 semester credit hours or more),
were Texas residents, were in college for the first time, and were classified as undergraduates. Auxiliary
and optional fee charges are not included.

Table 5, based on IPEDS data for average undergraduate tuition and fees, shows how Texas tuition and
fee costs compare with the national average, including the states ranked first and last in affordability,
and the states ranked immediately before and after Texas.

In terms of tuition and required fee costs, Texas was ranked the third least expensive state for students
attending public community colleges, 215t for residents attending public universities, and 30th for
students attending private universities.

Table 5. How Texas Compares with Other States - Average Tuition and Fees.”
Private or Independent

Public Universities Public Two-Year Institutions

Institutions
Rank State Amount | Rank State Amount | Rank State Amount

1 Wyoming $4,178 1 Idaho $6,006 1 California $1,246
20 | Kansas $8,011 28 | Georgia $25,754 2 New Mexico $1,553
21 | Texas $8,091 30 | Texas $28,880 3 | Texas $2,017
22 | Louisiana $8,162 31 | Ohio $28,953 4 | Arizona $2,025
50 | Vermont $15,062 50 | Massachusetts $40,761 50 | New Hampshire $6,999

National Avg. $8,778 National Avg. $27,951 National Avg. $3,038

6 IPEDS instructions leave some room for interpretation, and institutions vary in their determination of the groups of students to
include. Not all optional fees are included for IPEDS, and institutions are asked to “estimate average tuition based on the
average full-time credit-hour load for an entire academic year.” Therefore, IPEDS and IFRS do not exactly match.

7 Figures show average undergraduate tuition and fees charged for first-time, full-time students (at least 12 credit-hours per
semester) in degree-granting institutions. Tuition and fees for public institutions represent charges to state residents.
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Figure 3 shows how tuition and fee costs at Texas public universities compare with those costs in the
five other most populous states, as well as the national average. These data are for the 2015-2016
academic year, as published in the 2018 Texas Public Higher Education Almanac, based on the most
recent data released by the National Center for Education Statistics (NCES) at the time this report was
written.

Figure 3. Nationally, Texas ranks 21st in affordability of public universities.

Average Tuition and Fees, FY 2016

48 Pennsylvania $13,516
47 linois $13,387
29 California $9,070
17 New York $7,647

2 Florida $4,438

Table 6 shows the average annual tuition and fees at Texas public institutions of higher education for FY
2013-2017. These data, reported by institutions in IFRS, are derived differently from those reported in
IPEDS. The IFRS includes actual fee bills for students who were Texas residents, attended full-time
(exactly 15 semester credit hours), and were classified as undergraduates (freshmen, sophomores,
juniors, and.seniors). The average charge is doubled to account for a full academic year.

Table 6. Average annual tuition & fees at Texas public institutions of higher education, FY 2013-2017.
Public Public Public

Fiscal Public Public . .
Year  Universities HWRIs IO O iitutes
2013 $7,710 | $6,890 $2,530 $4,543 $4,216
2014 $7,900 | $6,715 $2,578 $4,759 $4,526
2015 $8,184 | $7,173 $2,656 $5,014 $4,388
2016 $8,471 | $7,087 $2,763 $5,233 $4,478
2017 $8,758 | $7,019 $2,915 $5,425 $5,126

Source: IFRS

In reviewing the trend of increased tuition and fees, one should be aware of the various types of tuition
that can be charged.
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Statutory Tuition: a charge authorized under Texas Education Code (TEC), Section 54.051 in an
amount determined by the Texas Legislature for resident or non-resident undergraduate students.
Statutory tuition mandates a minimum amount of tuition to be charged per semester credit hour (SCH),
although students qualifying for certain statutorily defined tuition exemptions may be charged less or
nothing at all.

>  For public universities and public state colleges, tuition specified in statute for residents is
$50 per SCH. For non-residents, it is equal to the average of the non-resident undergraduate
tuition charged to a resident of Texas at a public state university in each of the five most
populous states other than Texas. Other rates are prescribed for students enrolled in certain
graduate and professional programs.

»  For institutions within the Texas State Technical College System, the amount is set by the
institutional governing board. The minimum amount for residents must be $16 per SCH and
the maximum must be $50 per SCH; for non-residents, the required minimum is $80 per
SCH.

»  For public junior colleges, the amount is determined by the governing board of each
institution. The required minimum amount for residents is $8 per SCH and must total at least
$25 for a semester. The required minimum amount for nonresidents is $200 for each
semester.

Designated Tuition: TEC, Section 54.0513 authorizes institutions of higher education to charge any
undergraduate or graduate, resident or non-resident student, an additional tuition charge (e.g., in
addition to statutory tuition) that the governing board of the institution considers necessary for the
effective operation of the institution. This rate varies by institution.

Board Authorized Tuition: TEC, Section 54.008 authorizes public institutions of higher education to
set tuition for graduate programs at rates at least twice that of undergraduate tuition, and different rates
may be set among programs.

Fixed-Price Tuition Plans: Fixed-price tuition plans offer students predictability and an incentive to
graduate on time. TEC, Section 54.017 requires universities to offer freshman and transfer students a
Fixed Tuition Price Plan.under which the institution agrees not to increase tuition charges per SCH for at
least four years (12 consecutive semesters).

Flat-Rate Tuition Plans: Flat-rate tuition plans also offer students predictability and an incentive to
graduate on time. These plans, which are not mandated, allow students to pay a fixed amount
regardless of the number of SCH taken, with-a minimum number of SCH required. For example, a
student may pay for 12 SCH and take 18 SCH.

In addition to statutory and designated tuition charges, all students are assessed certain fees:

> Mandatory Fees are authorized by statute or by the governing board of an institution, and
are charged to a student upon enrollment to provide services available to every student.
Examples of such fees are library and laboratory fees, course and incidental fees collected
under TEC, Section 55.16(c), and other mandatory fees as authorized by the governing board
of the institution.

> Course Fees are mandatory fees required of all students enrolled in a particular course,

such as materials for a chemistry lab, or a discretionary fee required of students in a given
course, or for students participating in a special activity, such as a parking fee. This includes
fees for state-funded continuing education courses.
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Deregulated Tuition and Decreased Appropriations

Before 2003, the Texas Legislature had regulatory authority to set tuition rates, generally mandating
that the same statutory and designated tuition rate be charged across the state. The 78th Texas
Legislature, amended TEC, Section 54.0513 to allow governing boards of public universities to set
different designated tuition rates. Universities began increasing designated tuition in spring 2004. Since
then, there has been no upper limit on the amount of designated tuition that a university could charge,
and amounts can vary by program, course level, and academic period.

State appropriations include institutional enhancements, but do not include the Research Development
Fund, the Higher Education Fund, or the Available University Fund..There are different ways to calculate
state appropriations and state support of higher education. Figure 4 reflects appropriations per full-time
student equivalent (FTSE), defined as 30 semester credit hours per year for purposes of this report.

Overall, in inflation-adjusted dollars and accounting for all'students attending Texas public universities,
net tuition and fee revenue for institutions has increased 92 percent since 2003, while state
appropriations have declined 23 percent.

Figure 4 shows the relationship between net tuition and fee revenue and inflation-adjusted state
appropriations for FY 1994 — 2017.

Figure 4. Public university undergraduate and graduate net tuition and fee revenue & state appropriations per full-time student
equivalent (inflation adjusted)?8.

8,615 Total increase
since 2003:
92%

|
1
1
7,901 -
1

5,520 Total decrease

4,478 lsmce 2003:

{ 23%
]
]

2,762 :
'

1994 1998 2003 2008 2012 2017
Net Tuition and Fees  ——State Appropriations

Source: THECB Sources and Uses Report

8 Adjusted for inflation; average statewide undergraduate and graduate net tuition = FY 2017 net tuition and fee revenue
reported for every student (including part-time) and divided by statewide number of FTSEs. Institutions with more students
represent more weight in the average.
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Foregone Institutional Revenue due to Tuition Exemptions and Waivers

Texas institutions of higher education reported exemptions and waivers in FY 2017 under 54 exemption
and waiver programs authorized by statute. Exemption programs allow specified groups of Texas
residents or non-residents to enroll without paying tuition, or, in some cases, tuition and fees. Waiver
programs allow special groups of non-residents to enroll and pay a reduced non-resident rate. Of these
programs, 30 are mandated for all public institutions and implementation of the 24 optional programs is
left to the discretion of institutions.

The amount of foregone revenue resulting from tuition exemptions and waivers for all institutions
totaled $894.6 million in 2017 (IFRS, FY 2017). Mandatory exemptions and waivers granted to students
in FY 2017 represented 53 percent of the total amount of foregone revenue resulting from tuition
exemptions and waivers. These figures include over $139 million in dual enrollment exemptions for high
school students, which are not included in the data for financial aid to Texas college students or the
financial need calculations for college students.

Section 2 of this chapter provides more details on these programs, highlighting the programs that
represent the largest dollar amounts and including a complete list of the programs.

Compliance Costs to Institutions

A Vanderbilt University study published in.October 2015 and identified by the National Association of
Student Financial Aid Administrators® stated that estimated federal regulatory compliance costs
institutions of higher education $27 billion per year. The cost of compliance with federal regulations is
estimated to be between 3 percent and 11 percent of total non-hospital operating expenditures. Of the
estimated $27 billion cost of federal compliance for the entire higher education sector, an estimated $17
billion is attributable to higher education (including financial aid) and all-sector compliance, with the
remaining $10 billion going to research-related compliance.

When reviewed by sector, public community colleges were estimated to incur $6 billion in compliance
costs, for-profit institutions were estimated. to incur $1 billion, and four-year institutions incurred the
remaining estimated balance of $20 billion.

Funding Challenges for Community Colleges

Historically, state government has funded a significant part of the administrative and instructional
expenses for community college districts. In turn, the districts have funded costs related to physical
plant and facilities primarily through revenues generated from local tax bases. However, state support of
administrative and instructional expenses has declined from a high of 58 percent in FY 1999 to 27
percent in FY 2017.

The shift in state fiscal support introduces several funding issues. Local financial resources for many
community college districts, especially those in rural areas of the state, are severely limited by their
constricted tax bases. The poorest district has a gross assessed valuation of only $133 million and
collected only $342,000 in taxes. The property valuation requirement established by the Texas
Legislature in 1985 for the creation of new districts is $2.5 billion, a level that, currently, seven
established community colleges do not meet. All of those districts are rural or in smaller cities; several
districts cover an area significantly smaller than the county in which they are located.

In addition, three community college districts have reached their maximum local tax levy, further
restricting their ability to meet the financial challenges of maintaining and expanding facilities and
providing for new educational and training needs of the community.

9 https://www.nasfaa.org/news-item/6352/Study Regulatory Compliance Costs Higher Ed 27B Per Year
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Section 2: Tuition Exemptions and Waivers

Many exemption and waiver programs reward individuals or their families for services rendered. Others
strengthen institutional recruitment of faculty, research assistants, teaching assistants, and highly
qualified students.

As indicated earlier in this chapter, 24 of the 54 tuition exemption and waiver programs represented in
FY 2017 data are optional, left to the discretion of the governing board of each institution. If the
institution chooses to offer the program, however, it must serve all eligible students.

Institutions generally have local discretion to identify the documentation needed to support a student’s
claim of eligibility. Once eligibility is determined by the appropriate institutional authority, billing is
adjusted accordingly and the student pays any remaining balance of expenses.

Variation in Program Characteristics

Exemption and waiver programs have been added and amended by the Texas Legislature over a period
of many years, with limited uniformity in definition, application, or structure for the programs. There is
variation in definitions related to eligibility, benefits, academic requirements, and residency. For
example, some programs limit the total credit hours that will qualify for exemption (120, 150, or 200).
Others authorize exemptions until a degree is awarded, while others have no restriction on total credit
hours after the student initially qualifies for the exemption.

In terms of eligibility, some programs require financial need while others include some merit components
such as a recommendation from a high school principal or satisfactory academic progress. Since fall
2014, a minimum grade point average has been required for continuation awards for most exemption
programs. Some exemptions require Texas residency as defined in the Texas Education Code, while
others are silent on residency. The value of awards varies from a single fee or charge to “all dues, fees,
and charges whatsoever.” Terminology.is also varied, as some programs refer to exempting “mandatory
fees,” while others reference only “fees,” and still others use the term “tuition fees.”

Some programs are large and well known, such as the Hazlewood Exemption, which provides an
exemption from tuition.and some fees for eligible Texas veterans and/or their families. Others are
relatively obscure and uniquely targeted, such as the Registered Nurses in Postgraduate Nursing Degree
Programs Waiver, which permits institutions to allow qualifying out-of-state students to pay resident
tuition rates. A complete list of exemptions and waivers is provided in Table 8 of this chapter.

Impact on Institutions

The All Funds Formula Funding Allocations to institutions does not include funding to offset tuition and
fees lost to exemptions and waivers claimed at an institution. Given the large amount of foregone
revenue to institutions represented by these exemptions and waivers, it is important to recognize their
possible impact on tuition and fee charges for all students attending public institutions of higher
education in Texas.

The following data are included in Figures 5 and 6 and Table 7 for the period FY 2013-FY 2017:

» During the five-year period, the total amount of exemptions and waivers exceeded $3.8
billion

» There was a 37 percent increase in the amount of exemptions and waivers from FY 2013 to
FY 2017

Texas institutions granted exemptions and waivers to 340,670 students in FY 2017
The amount of foregone tuition and fee revenue for institutions in FY 2017 totaled $894.6

million
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Table 7 reflects the total exemptions and waivers by institutional sector, and Appendix ] includes this
information by institution. These data show the following:

> Exemptions and waivers have had the greatest impact on public universities, representing 79
percent ($707.6 million) of total foregone revenue to institutions.

» From FY 2013 to FY 2017, the number of students benefitting from exemptions and waivers
at public universities and HRIs increased by 33 percent, although the number of students
enrolled in public universities and HRIs increased by only 10.5 percent during this period.

> While enrollment at public two-year institutions increased by only 0.02 percent from FY 2013
to FY 2017, the number of students receiving exemptions and waivers from those institutions
increased by 31 percent.

Figure 5. Students benefitting from exemptions and waivers, FY 2013-2017.
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Figure 6. Institutional foregone revenue from exemptions and waivers, FY 2013-2017.
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Table 7. Exemptions and waivers, by institutional sector, FY 2013-2017.

Public Two-Year

Institutional

Sector Public Universities & HRIs Institutions TOTAL - ALL
Fiscal Year # Amount # Amount # Amount
Recipients Recipients Recipients
2013 111,523 $518,933,325 146,688 | $134,174,615 258,211 $653,107,940
2014 124,796 $559,581,809 144,087 | $140,272,077 268,883 $699,853,886
2015 132,624 $612,869,473 150,817 | $139,353,794 283,441 $752,223,267
2016 136,585 | $667,937,048 171,797 | $162,389,054 308,382 $830,326,102
2017 148,573 |  $707,603,031 192,097 | $186,955,868 340,670 $894,558,898
Total 654,101 | $3,066,924,686 805,486 | $763,145,407 | 1,459,587 | $3,830,070,094

Source: IFRS

Hazlewood exemptions represented the largest amount of foregone institutional revenue from tuition
exemptions and waivers in FY 2017. The Hazlewood Act provides qualified veterans, and in some cases,
spouses and dependent children, an education benefit for up to 150 hours of tuition exemption, including
mandatory fees.

In 2009, the Texas Legislature authorized the Hazlewood Legacy Act, which extends eligibility to spouses
and allows eligible veterans to assign their unused credit hours to their children. Data for Legacy
exemptions were first reported in IFRS for FY 2012. That year, 6,982 students benefitted from these
exemptions, which totaled $43.2 million. By 2017, the number of students receiving Legacy exemptions
reached 22,685 for a total of $143.4 million, representing a 231 percent increase in foregone revenue to
institutions over the six-year period.

The second largest exemption program in FY 2017 was Courses for Joint High School and Junior College
Credit. This optional exemption, in addition to a separate optional exemption, Students Enrolled in
Course for Concurrent High School and College-Level Credit, benefitted 15,780 high school students for a
total value of $139 million. These exemptions are commonly referred to as “dual enroliment” or “dual
credit.” High school students are not eligible for college financial aid; therefore, these figures are not
included in the calculation of financial need for Texas college students.

The largest tuition waiver programs were for optional competitive scholarship recipients, in the amount
of $198.7 million, and mandatory waivers for research and teaching assistants, in the amount of $142
million.
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Table 8. Exemption and waiver detail, by institutional sector, FY 2017.

Name of Exemption

Statutory
Citation

Mandatory or
Optional

Public Universities &

HRIs

Public Two-Year
Institutions

Awards

Amount

Awards

Amount

Tuition for Students Residing Outside of District (Ad Valorem) TEC 130.0032 Optional 9 $3,950 309 $305,327
Adopted Students Formerly in Foster or Other Residential Care TEC 54.367 Mandatory 861 $7,001,657 1,273 $1,789,829
Children of Disabled Firefighters and Law Enforcement Officers TEC 54.351 Mandatory 52 $370,235 16 $39,600
Children of Professional Nursing Program Faculty TEC 54.355 Mandatory 61 $322,240 31 $21,229
Combat Exemption (previously part of Hazlewood) TEC 54.2031 Optional * $7,750 23 $33,140
Tuition for District Employees (Community Colleges) TEC 130.0851 Optional 67 $81,750 1,626 $909,007
Tuition Limit in Cases of Concurrent Enrollment TEC 54.011 Mandatory 518 $491,567 5 $2,108
Blind, Deaf Students TEC 54.364 Mandatory 1,405 $9,936,799 1,978 $2,746,725
Education Benefits for Certain Survivors TEC 54.354 Mandatory 82 $1,164,727 16 $41,803
Designated Tuition, Hardship TEC54.261 Optional 2,211 $5,611,785 0 $0
Disabled Peace Officers TEC 54.352 Optional 9 $78,450 12 $23,970
Distance Learning or Off-Campus Course TEC 54.218 Optional 21,944 $5,353,733 0 $0
Educational Aides Exemption TEC 54.363 Optional 7 $27,680 9 $8,301
Firefighters Enrolled in Fire Science Course TEC 54.353 Mandatory 527 $1,298,603 2,070 $2,751,110
Students Under Conservatorship of Department of Family and Protective Services TEC 54.366 Mandatory 797 $5,595,522 2,531 $3,910,143
Fully Funded Courses TEC 54.217 Optional 187 $219,684 143 $80,732
Governing Board Waivers TEC 54.5035 Optional 18,805 $11,691,749 1,157 $1,450,266
Hazlewood Veterans and Other Military Personnel, Dependents (Children Credit) TEC 54.341 (b)(1) | Mandatory 2,197 $15,651,842 1,021 $2,291,562
Hazlewood Veterans and Other Military Personnel, Dependents (Children Non-Credit) | TEC 54.341 (b)(1) | Mandatory 0 $0 9 $6,983
Hazlewood Veterans and Other Military Personnel, Dependents (Legacy) TEC 54.341 (k) Mandatory 16,958 $132,471,254 5,727 $10,991,860
Hazlewood Veterans and Other Military Personnel, Dependents (Spouse Credit) TEC 54.341 (a-2) Mandatory 219 $1,076,957 185 $392,593
Hazlewood Veterans and Other Military Personnel, Dependents (Spouse Non-Credit) TEC 54.341 (a-2) Mandatory * -$1,591 6 $5,175
Hazlewood Veterans and Other Military Personnel, Dependents (Veterans Credit) TEC 54.341 (a) Mandatory 8,612 $44,631,752 9,637 $14,080,701
I(-:Ifez:ietv)vood Veterans and Other Military Personnel, Dependents (Veterans Non- TEC 54.341 (a) Mandatory 0 $0 290 $463,545
Highest Ranking High School Graduates TEC 54.301 Optional 1,100 $8,749,847 132 $206,160
Inter-Institutional Academic Programs TEC 54.368 Optional 111 $82,016 0 $0
Peace Officers Exemption TEC 54.3531 Mandatory 494 $985,528 228 $157,489
Performers of "Taps" TEC 54.344 Mandatory 0 $0 * $75
Preceptors for Professional Nursing Education Programs TEC 54.356 Mandatory 340 $218,887 93 $61,875
Reduced Tuition/Off Peak Hour Courses TEC 54.061 Optional 43 $91,223 0 $0
Senior Citizens - 6 Hours Credit TEC 54.365 (c) Optional 254 $551,271 1,847 $636,856
Senior Citizens - Audit TEC 54.365 (b) Optional 54 $118,296 55 $27,259
Students 55 Years or Older TEC 54.263 Optional 288 $686,397 377 $13,884
Student Services Fees TEC 54.262 Optional 0 $0 24 $592
Senior College Plan (Texas Tomorrow Fund) TEC 54.624 Mandatory 11,479 $15,910,716 0 $0
Tuition Reduction (for students taking 15 or more hours) TEC 54.010 Mandatory 3,508 $720,403 121 $7,307
Subtotal 93,199 $271,202,679 30,951 $43,457,206
Total Exemptions 124,153 $314,659,884
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) Statutory Mandatory or Public Universities & HRIs ‘ Public Two-Year Institutions

Name of Wavier ra: .
Citation Optional Awards ‘ Amount ‘ Awards Amount

Nonresident Tuition Rates at Certain Institutions (100 Miles) TEC 54.0601 Optional 2,306 $14,918,106 0 $0
Academic Common Market TEC 54.233 Mandatory 44 $285,359 0 $0
Biomedical Research Program, Scholarship TEC 54.214 Mandatory 100 $1,228,523 0 $0
Resident of Bordering County or Parish TEC 54.231(a) Optional 1,419 $10,184,919 257 $69,082
Resident of Bordering States TEC 54.231(q) Optional 564 $4,728,436 1,028 $2,651,235
Resident of Bordering Nations Participating in Student Exchange Program TEC 54.231(c) Optional 343 $4,553,809 0 $0
Resident of Bordering Nation TEC 54.231(b) Mandatory 1,886 $18,080,118 0 $0
Faculty and Dependents TEC 54.211 Mandatory 282 $1,692,150 28 $37,572
Scholarship Student TEC 54.213 Optional 19,686 $195,346,591 2,343 $3,400,823
Economic Development and Diversification TEC 54.222 Mandatory 455 $4,077,760 38 $50,964
Students from Other Nations of the American Hemisphere (Good Neighbor) TEC 54.331 Optional 223 $3,676,535 136 $253,542
Military Personnel and Dependents TEC 54.241 Mandatory 1,818 $17,693,157 5,916 $2,878,140
Military Personnel and Dependents (Intent to Stay) ;rdE,(I:,IE)4.241 Mandatory 678 $7,802,604 236 $336,725
National Student Exchange Program TEC 51.930 Optional 180 $1,687,740 0 $0
NATO Members and Families TEC 54.232 Mandatory 8 $109,892 0 $0
Teaching or Research Assistant TEC 54.212 Mandatory 19,347 $141,979,557 28 $86,189
:4:?1 ;Jgr;i\r:;eérs]itt,yac;de#:;s?grstem Science and Technology Development, TEC 54.221 Optional 31 $646,619 0 $0
Texas Tomorrow Fund Contract TEC 54.621(c) Mandatory 167 $2,262,495 39 $147,554
Subtotal 49,537 $430,954,368 10,049 $9,911,826
Total Waivers 59,586 $440,866,194

Total All Exemptions & Waivers

183,739

$755,526,078

Source: IFRS
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Chapter 3 — Overview of Financial Aid

Section 1: Types and Sources of Financial Aid

Total enroliment at nonprofit Texas institutions of higher education was 1,519,654 students ° (fall 2016
enrollment), and 845,744 of them (56%) received some form of financial aid in FY 2017, for a total of
$9.7 billion. Undergraduates represented 83 percent of the total enroliment. Historically, most publicly
funded gift aid has been available to financially needy undergraduate students, while graduate students
have relied more on loans and income from work while they are enrolled.

Unless otherwise noted, the source of the data provided in this section is the FAD. The primary point of
interest is FAD data for students who applied for financial aid by completing a Free Application for
Federal Student Aid (FAFSA), Texas Application for Student Financial Aid (TASFA), or a comparable form
of need analysis. However, aid is also reported in the FAD for students who did not complete need
analysis, but received some form of financial assistance.

Types of financial aid and sources of funds awarded

Figure 7 is a depiction of financial aid to undergraduate and graduate students who completed need
analysis, while Figures 8 and 11 provide a separate view for each of these student groups. These figures
illustrate a significant difference between undergraduates and graduate students in terms of the financial
aid they receive; priority for state and federal grant aid is clearly given to undergraduates.

Figure 7. Undergraduate and graduate financial aid (in billions), by type of aid, FY 2017.

Undergraduate Other
.1

Graduate Loans
$1.6

nt &

rad rant &
olarship Aid $0.3

Billions

10 http://reports.thecb.state.tx.us/approot/dwprodrpt/enrmenu.htm
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Federal aid represented 69 percent of all financial aid (excluding tuition exemptions and waivers) to
Texas students, mostly in the form of loans ($5.1 billion). The state and federal investment in grant aid
to undergraduates was more than $2.4 billion, compared with $8.5 million for graduate students.

Exemptions and waivers totaling $894.6 million, reported in the Integrated Fiscal Reporting System
(IFRS), are not included as grant aid in this chapter of the report. Because the IFRS does not capture
the characteristics of individual students in the manner that FAD does, data regarding income, ethnicity,
and student classification are not currently available for exemptions and waivers awarded. More
information on tuition exemptions and waivers is presented in Chapter 2, Section 2.

Work-Study played a very small role in the overall financial aid awarded, and undergraduate students
received 94 percent of all Work-Study funds disbursed.

Chapter 3— Overview of Financial Aid
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Section 2: Financial Aid to Undergraduate Students

In 2017, undergraduate student reliance on loans was significant, even though the amount of grant aid
exceeded the amount of loan assistance. Of the 1,256,261 undergraduates who enrolled at nonprofit
institutions of higher education:

> 43 percent received grants and/or scholarships

> 27 percent received loans

Because many students receive grant/scholarship aid and loan aid, the percentages noted above include
students receiving both types of aid. Although Work-Study funds represented a very small percentage of
overall financial aid to undergraduates, the impact of the work-study programs was not small, assisting

more than 33,000 students.

Figure 8. Percentage of aid to undergraduate students, by aid type and source FY 2017.
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Table 9. Types and sources of aid to undergraduate students,