
Section 1

Page: III-63

Method of Financing

2014-15

 Base

2016-17

Recommended

Biennial

Change

%

Change

General Revenue Funds $525,000,000 $525,000,000 $0 0.0%

GR Dedicated Funds $0 $0 $0 0.0%

Total GR-Related Funds $525,000,000 $525,000,000 $0 0.0%

Federal Funds $0 $0 $0 0.0%

Other $0 $0 $0 0.0%

All Funds $525,000,000 $525,000,000 $0 0.0%

FY 2015

Budgeted

FY 2017

Recommended

Biennial

Change

%

Change

FTEs 0.0 0.0%

Higher Education Fund

Summary of Recommendations - House

Emily Deardorff, LBB Analyst

The bill pattern for this agency (2016-17 Recommended) represents an estimated 100% of the agency's estimated total available 

funds for the 2016-17 biennium.

General 
Revenue 

Funds 
100.0% 

RECOMMENDED FUNDING 
BY METHOD OF FINANCING 

Agency 780 2/12/2015
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Section 1

Higher Education Fund

2016-2017 BIENNIUM TOTAL= $525.0 MILLION
IN MILLIONS

2015

2016

2017

$262.5 

EXPENDED 

$262.5 

ESTIMATED 

$262.5 

BUDGETED 

$262.5 

RECOMMENDED 

$262.5 

RECOMMENDED 

APPROPRIATED 

$262.5 

APPROPRIATED 

$262.5 

APPROPRIATED 

$262.5 

REQUESTED 

$262.5 

REQUESTED 

$262.5 

2013 2014 2015 2016 2017 

ALL FUNDS 

$262.5 

EXPENDED 

$262.5 

ESTIMATED 

$262.5 

BUDGETED 

$262.5 

RECOMMENDED 

$262.5 

RECOMMENDED 

APPROPRIATED 

$262.5 

APPROPRIATED 

$262.5 

APPROPRIATED 

$262.5 

REQUESTED 

$262.5 

REQUESTED 

$262.5 

2013 2014 2015 2016 2017 

GENERAL REVENUE AND 

GENERAL REVENUE-DEDICATED FUNDS 

2013 2014 2015 2016 2017 

FULL-TIME-EQUIVALENT POSITIONS 

Agency 780 2/12/2015
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Section 2

Strategy/Goal

2014-15

Base

2016-17

Recommended

Biennial

Change

%

Change Comments

HIGHER EDUCATION FUND A.1.1 $525,000,000 $525,000,000 $0 0.0%

Total, Goal A, HIGHER EDUCATION FUND $525,000,000 $525,000,000 $0 0.0%

Grand Total, All Strategies $525,000,000 $525,000,000 $0 0.0%

Higher Education Fund

Summary of Recommendations - House, By Method of Finance -- ALL FUNDS

While the Higher Education Fund (HEF) appropriation is entirely funded with 

General Revenue, Article VII, Section 17 of the Texas Constitution provides 

authority only to increase or reallocate the annual appropriations every five years. 

The HEF appropriation is not eligible for reduction. However, the Eighty-fourth 

Legislature has the opportunity to both increase and reallocate the HEF 

appropriation for the 2016-2025 decennium.

Agency 780  2/12/2015
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Section 3a 

Sec3a_Agency 780.docx              2/12/2015 

Higher Education Fund 
Selected Fiscal and Policy Issues - House 

 
1. HEF Allocation. Article VII, Section 17, Texas Constitution, requires the Legislature to determine the HEF allocation every ten years 

and to review the allocation at the end of the fifth year of the ten-year allocation. Because the HEF allocations began in 1985, the 
Eighty-fourth Legislature has the opportunity to both reallocate and increase the HEF allocation.  
 
Pursuant to Education Code 62.022, the Texas Higher Education Coordinating Board (THECB) conducted a decennial review of the 
current HEF allocation formula with representatives from all HEF-eligible institutions. The committee put forward the following 
recommendations: 
 

a) Increase annual HEF appropriations from $262.5 million to $393.8 million for fiscal year 2016 through 2025; 
 

b) Maintain the set aside portion for the Texas State Technical College (TSTC) System at 2.2 percent of the annual allocation; 
 

c) Allocate the remaining 97.8 percent to the remaining HEF eligible institutions based on the following metrics: 
 

o Institutional Complexity—allocate 50 percent of the remaining funding based on each institution’s All Funds formula 
funding for the 2016-17 biennium as introduced in House Bill 1, Eighty-fourth Legislature. 
 

o Space Deficit—allocate 25 percent of the remaining funding based on the space need reported at each institution as of 
Fall 2014. Institutions with a space surplus would receive no funding from this funding element. 

 

o Facilities Condition—allocate 25 percent of the remaining funding based on the institutions’ campus condition index 
values as of Fall 2014. 

 
The proposed allocation formula differs from the current allocation methodology by using updated data elements and setting the 
percentage split between the space deficit and facilities condition elements at 25 percent each rather than allocating funding between 
elements based on the combined monetized value of the two elements. Using the combined monetized value methodology, the amount 
of total funding for the space deficit and facilities condition element was determined by calculating the pro-rata share of each element 
based on the total monetary value of both elements. For the fiscal year 2011–2015 distribution, this calculation resulted in the following 
percentage allocations of the HEF distribution remaining after the TSTC set aside: 23 percent for space deficit; 27 percent for facilities 
condition. At this time, THECB is still finalizing the proposed HEF allocations for each institution for the 2016-2025 decennium. 

 
2. HEF Appropriations. Annual HEF appropriations are set in statute. Therefore, legislation must pass in order for any changes in the total allocation 

amount or distribution amounts amongst the eligible institutions to occur. If no legislation passes during the Eighty-fourth Legislature, the current 
allocation amount and distribution methodology will continue. 
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Section 3a 
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3. Additional Information. Attachments to this section provide supplementary detail on the statutory allocations of HEF over time and a comparison of 
existing constitutional and research funds for institutions of higher education. 
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Section 3c

Comparison of Constitutional Funds

Fund 

2016-17 

Recommendations 

(Estimated)

Function/Purpose Eligibility Legal Basis Allocation Methodology 

Available 

University Fund 

$1,690.5 million 

(Estimated)

Texas Constitution:  "….for the purpose of acquiring land 

...constructing and equipping buildings or other permanent 

improvements, major repair and rehabilitation of buildings and 

other permanent improvements, acquiring capital equipment and 

library books and library materials, and refunding bonds or 

notes issued under this Section..."

Also:"....for the purpose of the support and maintenance of The 

Texas A&M University System administration, Texas A&M 

University, and Prairie View A&M University" and "The University 

of Texas at Austin and The University of Texas System". 

Texas Constitution:

For "support and maintenance":  UT Austin, Texas A&M University, 

Prairie View University, UT System, A&M System

For debt service:  All component institutions that are not eligible to 

receive HEF support, including the TAMU System Agencies except 

Texas Veterinary Medical Diagnostic Laboratory (which per 

Education Code Section 88.701 "is a state agency under the 

jurisdiction and supervision of the  board").

Article VII, Section 18(a-j) 

of the Texas Constitution

General Appropriations 

Act 

Texas Constitution requires 1/3 of the annual AUF proceeds be transferred 

to the Texas A&M University System and 2/3 of the annual AUF proceeds 

be transferred to The University of Texas System.  Each System office 

determines how to apportion its share of the AUF between debt service and 

"support and maintenance", within guidelines specified by the Texas 

Constitution. 

Higher Education 

Fund 

$525.0 million To support institutions ineligible for AUF support.  

Article VII, Section 17(a):  "...for the purpose of acquiring 

land...constructing and equipping buildings ...major repair 

....acquisition of capital equipment...other permanent 

improvements, or capital equipment used jointly for educational 

and general activities...." 

Article VII, Section 17(c) provides an allowance to add a new 

institution by a 2/3 vote of both houses of the Legislature if the new 

institution is outside the UT and A&M Systems. 

Article VII, Section 17(a-l)  

of the Texas Constitution

Education Code, Section 

62.002

General Appropriations 

Act

Article VII, Section 17(a) requires the HEF be allocated using an "equitable 

formula", defined in the Education Code (Section 62.021) as: "The allocation 

of funds under this subsection is made in accordance with an equitable 

formula consisting of the following elements:  space deficit, facilities 

condition, institutional complexity, and a separate allocation for  the Texas 

State Technical College System."

THECB administers the HEF formula reallocation advisory process.

Education Code (Section 62.021) provides a by-institution breakout of 

annual HEF appropriations. 

Available 

National Research 

University Fund 

$61.1 million (Estimated) Article VII, Section 20 (a):  "..for the purpose of providing a 

dedicated, independent, and equitable source of funding to 

enable emerging research universities in this state to achieve 

national prominence as major research universities."

Article VII, Section 20 (h):  "...only for the support and 

maintenance of educational and general activities that promote 

increased research capacity at the university." 

Designated an emerging research university by Texas Higher 

Education Coordinating Board.

Reports at least $45 million in restricted research expenditures in 

each of the last 2 years. Plus four of the following additional criteria:  

1) Endowments > $400 million;

2) Produces > 200 PhDs per year;

3) Selective entering Freshmen class;

4) Member of Phi Beta Kappa or equivalent;

5) Possesses high quality faculty; and

6) Demonstrated commitment to high-quality graduate education. 

Article VII, Section 20 (a-

h)  of the Texas 

Constitution

Education Code, Section 

62.141

General Appropriation 

Act 

Education Code, Section 62.148 (c):  "......of the total amount appropriated 

from the fund for distribution in a state fiscal year, each eligible institution is 

entitled to a distribution in an amount equal to the sum of:

(1)  one-seventh of the total amount appropriated;  and

(2)  an equal share of any amount remaining after distributions are 

calculated under Subdivision (1), not to exceed an amount equal to one-

fourth of that remaining amount."

Education Code, Section 62.148 (e):"If the number of institutions that are 

eligible for distributions in a state fiscal year is more than four, each eligible 

institution is entitled to an equal share of the total amount appropriated from 

the fund for distribution in that fiscal year." 
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Section 4 Higher Education Fund

Performance Review and Policy Report Highlights

Savings/ Gain/ Fund Included

Reports & Recommendations (Cost) (Loss) Type in Introduced Bill Action Required During Session

NO RELATED RECOMMENDATIONS

Sec 4 - Agency Number.xlsx 2/12/2015
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Section 5 
 

Sec5_Agency 780.docx              2/12/2015 

 
Higher Education Fund 

Rider Highlights – House 
 

 NONE 
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