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INTRODUCTION

At the beginning of the 87th Legislature, the Honorable Dade Phelan, Speaker of the House of
Representatives, appointed eleven members to the House Committee on Higher Education. The
committee membership included the following: Jim Murphy, Chairman; Leo Pacheco, Vice
Chair; Philip Cortez, John Frullo, Phil King, Sergio Munoz, Jr., Evelina "Lina" Ortega, Tan
Parker, John Raney, Chris Turner, and John Turner. Leo Pacheco resigned his seat in August
2021, and the remainder of his term was filled by special election by John Lujan. Lujan was
subsequently appointed to this committee by Speaker Phelan.

The committee was given jurisdiction over all matters pertaining to:

e cducation beyond high school;
e the colleges and universities of the State of Texas; and

the following state agencies: the Texas A&M Engineering Experiment Station, the Texas A&M
Engineering Extension Service, the Texas Higher Education Coordinating Board, the Texas
Guaranteed Student Loan Corporation, the Prepaid Higher Education Tuition Board, and the
Texas A&M Transportation Institute.
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INTERIM STUDY CHARGES

Monitor the agencies and programs under the Committee’s jurisdiction and oversee the
implementation of relevant legislation passed by the 87th Legislature. Conduct active
oversight of all associated rulemaking and other governmental actions taken to ensure the
intended legislative outcome of all legislation, including the following:
e SB 1102, relating to the establishment of the Texas Reskilling and Upskilling
through Education (TRUE) Program to support workforce education; and
e SB 1295, relating to financial support and incentives for comprehensive regional
universities.

Review progress toward the goals of the 60x30TX plan, including institutional strategies
for responding to changing workforce needs and demands, including workforce
education, industry certification, and degree programs to address healthcare shortages.

Examine factors that have contributed to the rising costs of higher education, including
the effect of statutory tuition and fee waivers and exemptions, the cost of compliance
with state and federal mandates, and the increase in the number of non-faculty staff.
Make recommendations for controlling these costs and ensuring a sound fiscal approach
to managing college affordability for the future.

Evaluate the impact of the pandemic on the state’s teacher workforce and current
practices to improve the recruitment, preparation, and retention of high-quality educators.
Explore the impact of the educator preparation program regulatory environment. Make
recommendations to improve educator recruitment, retention, and preparation throughout
the state. (Joint Charge with Committee on Public Education)

Review the impact of investments of endowment and other trust funds, including the
Permanent University Fund, by university systems and institutions of higher education in
businesses and funds owned or controlled by the Russian government or Russian
nationals, and determine the need for investment restrictions. Consider the impact of any
proposed investment restrictions on fund performance.
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CHARGE I: Monitoring Agencies and Legislation

Monitor the agencies and programs under the Committee’s jurisdiction and oversee the
implementation of relevant legislation passed by the 87th Legislature. Conduct active oversight of
all associated rulemaking and other governmental actions taken to ensure the intended legislative
outcome of all legislation, including the following:

e SB 1102, relating to the establishment of the Texas Reskilling and Upskilling through
Education (TRUE) Program to support workforce education; and

e SB 1295, relating to financial support and incentives for comprehensive regional
universities.

BACKGROUND

Senate Bill 1102
Author: Creighton
Sponsor: Parker

The Texas Reskilling and Upskilling through Education (TRUE) program is a collaboration
between colleges and business partners across the state to rapidly provide well-designed short-
term credentials ensuring displaced and underemployed workers are armed with the skills and
credentials needed to fill high-demand industry needs that have shifted. The TRUE program aims
to prepare students for in-demand careers accelerating their transition to work while also
building an enduring education infrastructure to support a thriving Texas economy throughout
the diverse regions of the state. !

The Texas Higher Education Coordinating Board (THECB) is the agency charged with the
administration the program.? The THECB awarded $15 million in grant funding to Texas higher
education institutions for the program.? Public community, technical and state colleges, as well
as local chambers of commerce, trade associations, or economic development corporations that
partner with institutions were eligible to apply.* In order to qualify for funding, programs
supported by TRUE funds must be shorter than six months in duration, industry-aligned, in high-
value/high-need fields, and developed with the participation of key workforce stakeholders, such
as workforce boards, economic development corporations, trade associations, industry
representatives, and employers.® The funding for TRUE came from the Federal Coronavirus
State Fiscal Recovery Fund established under the American Rescue Plan Act (ARPA) of 2021
and authorized by SB 8 in the third-called special session of the Texas Legislature. In addition,
the THECB also allocated the Governor's Emergency Education Relief (GEER) funding for the
TRUE initiative. The initiative went into effect on September 1, 20216 and funding was awarded
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July 13, 2022.7

Senate Bill 1295
Author: Creighton
Sponsor: Morrison

SB 1295 amends the education code and provides for an outcome-based funding model for
comprehensive regional universities, which are designated by the THECB as a doctoral,
comprehensive, or master's universities. An eligible institution is entitled to receive both a base
amount of $500,000 (or greater if provided by appropriation) and $1,000 (or greater if provided
by appropriation) for each at-risk student awarded a degree by the institution. An "at risk
student" is defined as an undergraduate student who scored below the national mean on the SAT
or ACT assessments or has previously received a federal Pell Grant.® SB 1295 also tasked
THECB to work with the institutions to study the methodology ensuring its effectiveness. That
report was due September 1, 2022.°

The list of eligible institutions include:

Angelo State University

Lamar University

Midwestern State University

Prairie View A&M University

Sam Houston State University

Stephen F. Austin State University

Sul Ross State University

Sul Ross State University Rio Grande College
Tarleton State University

Texas A&M International University
Texas A&M University at Galveston
Texas A&M University - Central Texas
Texas A&M University - Commerce
Texas A&M University - Corpus Christi
Texas A&M University - Kingsville
Texas A&M University - San Antonio
Texas A&M University - Texarkana
Texas Southern University

Texas Woman's University

The University of Texas at Tyler

The University of Texas Permian Basin
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The University of Texas Rio Grande Valley
University of Houston - Clear Lake
University of Houston - Downtown
University of Houston - Victoria
University of North Texas at Dallas

West Texas A&M University

SUMMARY OF COMMITTEE ACTION/FINDINGS

The Committee met on August 10, 2022, to hear testimony charge number one. Invited
testimony was given by the following:

Dr. Tina Jackson, Texas Higher Education Coordinating Board
Dr. Jennifer Kent, Victoria College

Dr. Cesar Maldonado, Houston Community College

Glenn Hamer, Texas Association of Business

Dr. Alisa White, Sam Houston State University

Jason Tomlinson, Texas Woman’s University System

Senate Bill 1102

The TRUE initiative is an investment in closing the skills gaps in Texas. Community Colleges
provide about 92% of the workforce credentials for Texas jobs. On July 13, 2022, the THECB
awarded $15 million in grant funding to 29 grantees, including Texas institutions, four consortia
and one partnership. “These funds enable Texas public community and state technical colleges,
as well as economic development organizations, to develop and provide short-term certification
and workforce programs, in consultation and partnership with workforce stakeholders, that create
pathways to employment.”!? In addition, $26 million was awarded through GEER funding for 11
consortia and 35 single institution grants. areas. More than 270 credential programs supported in
major fields including patient care, diagnostics/med tech, cybersecurity, welding/metalworking,
and electrical.

5|Page



Houston Community College (HCC) is using their TRUE funding to increase cybersecurity
training in consortium with Texas Southmost College and San Jacinto College. In just six
months, HCC is forecasted to increase their capacity of students in this program to 175. That
yields a potential economic impact of $1.5 million dollars. HCC is also using their TRUE
funding towards commercial truck driving, which will add 120 seats to that program and yield a
potential economic impact of $1 million dollars. Furthermore, HCC in consortium with San
Jacinto and Brazosport College used TRUE funds to increase manufacturing training. That
program increases enrollment by 75 seats and yields a potential economic impact of $840,000.
Victoria College is also using their funding to create a commercial truck driving program that
will address the shortage of drivers and the local supply chain disruption. This allowed Victoria
College to purchase a truck driving simulator and four trucks to use in the program. They are
anticipating being able to train 112 new drivers per year.

Senate Bill 1295

Commissioner Harrison Keller charged the General Academic Institution Formula Advisory
Committee with conducting the study that was mandated in the bill.!! The committee
recommended the legislature move forward with the original methodology laid out in the bill, but
noted it would be best to continue to improve better practices on identifying at-risk students. In
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July 2022, the THECB made $20 million in funding available to eligible institutions.

At Sam Houston State University, more than half of their student population is first generation.
Some of those students may not think that higher education is for them or is possible to achieve.
Sam Houston is using their funding to provide wrap-around services to help those students
succeed. That’s why they created the First-Generation Center.'? This center helps those students
get started and get through to graduation by offering peer tutoring, advising, career development,
and other resources. The center also offers one on one financial coaching for budgeting, student
loan repayment, and cost of living. Texas Woman’s University is utilizing some of their funding
on former foster youth students. In Texas, only 3% of former foster youth students graduate from
college. TWU has added wrap around services to help this population of at-risk students.
Because of this, 45% of those students end up graduating from TWU. The funding from SB 1295
allows these services to continue and expand, where needed. It also gives each institution the
freedom to design their services based on their own needs and the students they serve.

7|Page



RECOMMENDATIONS

The Legislature should continue monitoring implementation of these measures and evaluate
whether additional changes need to be made as they relate to funding.

The Legislature should identify appropriate metrics of performance as it relates to Senate Bill
1102, including best practices to be shared with other institutions.
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CHARGE II: 60x30TX plan

Review progress toward the goals of the 60x30TX plan, including institutional strategies for
responding to changing workforce needs and demands, including workforce education, industry
certification, and degree programs to address healthcare shortages.

BACKGROUND

The Texas Higher Education Coordinating Board (THECB) is a state agency that provides
leadership and coordination for higher education in the state of Texas. In 2015, the THECB
adopted the higher education strategic plan 60x307X, which included four primary goals for
higher education, and its plan to achieve those by 2030. The first was that at least 60% of Texans
aged 25-34 would earn a certificate or degree. The second was that at least 550,000 students
would complete a certificate, associate, bachelor’s, or master’s from an institution of higher
education in Texas. The third goal was that all graduates from Texas public institutions of higher
education would have completed programs with identified marketable skills. The fourth goal was
that undergraduate student loan debt would not exceed 60 percent of first-year wages for
graduates of Texas public institutions.!® This plan was specifically focused on younger working
adults.

COVID-19 (COVID) changed the world in many ways, but specifically in the way Texans
learned and worked. Workforce demands and needs shifted, which caused the Texas education
system to adapt and respond. Knowing this, the THECB revamped the plan for higher education
in 2022.The new plan is called Building a Talent Strong Texas and focuses on three measurable,
data-driven goals (See Appendix A):

1. Attainment of Postsecondary Credentials: Building a Talent Strong Texas expands
attainment to include all working-age Texans. In doing so, Texas can increase
employment opportunities and income for individuals, create a deeper talent pool for
employers, and align students’ skills with workforce demands. The goal is that 60% of
Texans ages 25-64 will receive a degree, certificate, or other postsecondary credential of
value by 2030. Whereas 60x30TX focused on 25-34 year olds, the THECB expanded
their goal to serve all working-age Texans.

2. Postsecondary Credentials of Value: Credentials from Texas institutions of higher
education must propel graduates into lasting, successful careers. These careers must
equip them for continued learning and greater earning potential, with low or manageable
debt. The goals are that 550,000 students will complete postsecondary credentials of
value each year and that 95% of students will graduate with no undergraduate student
debt or manageable levels of debt in relation to their potential earnings.
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3. Research, Development, and Innovation: Texas must be a leading state in generating
knowledge through basic and applied research, and translating that research to
innovations, discoveries, and economic development. This requires close partnership
among key stakeholders to drive Texas’ economy. Two goals have been set. The first is
to increase annual private and federal research and development expenditures by $1
billion. The other is that 7,500 research doctorates will be awarded annually by Texas
institutions of higher education.

Across all of those goals, the THECB is renewing its commitment to equity. Texas is one of the
youngest and most diverse states, so advancing these goals equitably is a priority. Data will be
broken down by race, gender, income, and geography to make sure all Texans have an
opportunity to succeed. Over the past decade, 95% of our state’s population growth was in
communities of color. Higher education leaders, educators, employers, and policymakers have a
unique opportunity to ensure all Texans can contribute to, participate in, and benefit from Texas’
world-class economy.

SUMMARY OF COMMITTEE ACTION/FINDINGS

The Committee met on May 5, 2022 to hear testimony on interim charge number two. Invited
testimony was given by the following:

Commissioner Harrison Keller, Texas Higher Education Coordinating Board
Chancellor James B. Milliken, The University of Texas System

Chancellor Mike Reeser, Texas State Technical College System

Dr. William Serrata, El Paso Community College

Dr. Manny Gonzalez, Western Governors University

HD Chambers, Alief ISD

Peter Beard, Greater Houston Partnership

Renzo Soto, Texas 2036

Mike Meroney, Texas Association of Manufacturers

Jessica Attas, Texas Association of Business

Post-COVID, the education system found they needed to change their strategy. From online
learning to the change of workforce needs, the THECB and Texas’ public institutions have
adapted and responded with work still to be done to better reflect what Texas needs now.
Surprisingly, most of our public institutions saw an increase in enrollment from Fall 2019 to Fall
2021. Community colleges, however, did notice a decline in enrollment of roughly 12.8%, which
is about 90,000 students. Public state and technical colleges saw the most dramatic increase in
enrollment up 24.1%.
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Prior to COVID, progress towards the 60X30TX goals was not on track. In 2019, attainment was
at 45.32%. Forecasted trends showed that by 2030, attainment would only be at 54.49%.
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Despite the state’s growing high school population, the percentage of high school graduates
enrolling in Texas higher education is declining. In Fall 2017, 52.3% of high school graduates
enrolled in a Texas higher education institution. That number has seen a steady decline and as of
Fall 2020 is at 44.9%. The data looks slightly better when looking at those students enrolling
both in and out of state.

Specifically, an increasing number of Texas high school students who graduated at the top 10%
of their class are not enrolling directly in higher education in Texas or out-of-state. These
students are guaranteed automatic admission to Texas public universities and in 2019, 17% were
still not enrolling.

12| Page



The Texas Leadership Scholars (TLS) program supported by the THECB is hoping to combat
this issue. This program provides high-achieving, low income, high school seniors with financial
assistance, connections to professional networks, leadership development, and opportunities for

undergraduate research at 18 public universities, which include:

Prairie View A&M

Texas A&M San Antonio
University of Texas at Austin
Sam Houston State University
Texas A&M International
University of Texas Arlington
Tarleton State University
Texas Southern University
University of Texas Dallas
Texas A&M University
Texas State University
University of Texas El Paso
Texas A&M Commerce
Texas Tech University
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University of Texas

Rio Grande Valley

Texas A&M Corpus Christi
Texas Woman's University
University of Texas Tyler
Texas A&M Kingsville
University of North Texas
e West Texas A&M !

This data shows that the pipeline needs to be improved for all students. With this information,
the THECB will be releasing a one stop advising portal called “My Texas Future” so students
can explore their options and start to develop a plan earlier. Similarly, school districts like Alief
ISD are doing their part to make sure all students have an opportunity to succeed. Out of Alief
ISD's 43,000 students, 90% of those are considered economically disadvantaged. Taking this into
consideration, the district has decided to focus on multiple pathways to success instead of a one-
size fits all measure. Career and Technical Education in Alief ISD supports the district goal of
providing students the opportunity to prepare for college and career utilizing the statewide Texas
CTE program. Alief ISD offers career and technical education programs in 14 of the 16 Career
Clusters. With more than 100 individual courses offered in the Career and Technical Education
program, middle school and high school students can determine a plan of study to include a wide
array of courses from within the following cluster areas:

e Agriculture, Food and Natural Resources
Architecture and Construction

Arts, A/V Technology and Communications
Business Management and Administration
Education and Training

Finance

Health Science

Hospitality & Tourism

Human Services

Information Technology

Manufacturing

Marketing, Sales and Services

Science, Technology, Engineering and Mathematics
Transportation, Distribution and Logistics '’

The district has also deemed in necessary to create meaningful partnerships with all industry
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sectors and with Upskill Houston, Texas State Technical College, and Houston Community
College (HCC). Through its partnership with HCC, the district is able to provide free dual credit.
The goal is ultimately to provide all Texas students, parents, and advisors exploring higher
education access to resources and tools aimed at supporting their success.

Workforce trends that were already underway in our economy accelerated faster than anyone
anticipated. The THECB’s Building a Talent Strong Texas plan focuses on more than just
traditional students and early-career Texans. The plan expands its focus to include mid-career
employees who can advance in their jobs and meet the changing demands of Texas employers. It
includes those who never attended college or programs after high school, to nearly 4 million
Texans with some college credit but no credential. Anthony Carnevale, Director and Research
Professor at the Center on Education and the Workforce at Georgetown University estimated that
by 2030, more than 60% of all jobs across Texas would require education and training beyond a
high school diploma. This means that stackable micro-credentials are even more important.
Micro-credentials are short, focused credentials designed to provide in-demand skills for meeting
current workforce needs. Regionally, micro-credentials come in various values. What may be
needed in rural east Texas may not be as important as what is needed in south Texas. Chancellor
Mike Resser of TSTC suggested collecting data and creating programs of value right from the
source. This includes gathering information from human resources departments and management
offices of the employers in that particular region to find out the skills that they are seeking.
Because value is varied, job listings are not enough to help create the proper micro-credentials
that will ultimately provide the best value.
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The Texas Association of Community Colleges (TACC) uses data that connects regional
workforce needs and pathways. For example, here is data on computer network support
specialists in South Texas:

Using this type of data, institutions can move toward more effective and efficient workforce
development training for a particular region. Students also benefit from this data, because it
shows real earning potential and the top employers in that particular region. In South Texas, the
need for computer network support specialists continue to grow, but only a small portion of
students profiles possess those skills. This leaves a tremendous opportunity for targeted skills
and upgrades in that particular profession in South Texas.
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Similarly, the chart above shows the demand for heavy and tractor-trailer truck driver services in
West Texas. The same data points are shown and yield different conclusions for this region and
occupation. The skills gap isn’t nearly as great, so the opportunity is different. Growth in the
next five and ten years for truck drivers in West Texas is projected to be 8.5% and 14.3%. This is
much greater than Network Specialists in South Texas.

Upskill Houston focuses on occupations in the region that are “middle skill”. Middle skills
occupations require education and skills beyond high school and less than a four-year college
degree. Upskill Houston encompasses various stakeholders including employers and business
leaders, educational institutions, community-based social service providers, and public
workforce system to address the skills gap in Houston. The Committee also learned that micro-
credentials do not fall under the same purview to qualify for financial aid. In order to utilize
financial aid, the student must have a minimum threshold of study and state pools of money have
similar qualifications. Correspondingly, competency-based education programs like Western
Governor’s University Texas (WGU), don’t fall under the purview of financial aid. WGU is an
online, competency-based education model that trains students in high-demand fields in
information technology, business, education, and healthcare. Their student population meets the
needs of the adult learner who may be juggling employment and working towards their degree.
While it is a low-cost option for many, it is still out of reach for a very large percentage of adult
learners. Currently, there is no broad financial aid option for students in these programs.

17| Page



RECOMMENDATIONS

The Legislature should support the Texas Higher Education Coordinating Board with its new
plan that redefines the goals of 60x30TX to Building a Talent Strong Texas. The Commissioner
should report to the legislature on the status of its progression towards its goals, and identify
what other statistics and measures need to be taken into consideration to achieve this goal within
the next seven years.

The Legislature should determine and address factors relating to students who graduate in the top
10% of their class that are not enrolling in institutions of higher education.

The Legislature should continue to focus on strengthening the talent pipeline from K12, higher
education, and beyond. Implementation of the Tri-Agency Workforce initiative would be an
effective tool in this regard.
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CHARGE III: Costs of Higher Education

Examine factors that have contributed to the rising costs of higher education, including the effect
of statutory tuition and fee waivers and exemptions, the cost of compliance with state and federal
mandates, and the increase in the number of non-faculty staff. Make recommendations for
controlling these costs and ensuring a sound fiscal approach to managing college affordability for
the future.

BACKGROUND

Higher education comes at a price and that price has risen over time. Nationally, between 1980
and 2020, the average price of tuition, fees, room and board for an undergraduate degree
increased 169%, according to a recent report from the Georgetown University Center on
Education and the Workforce. '® In the last 20 years, Texas has seen an even higher increase in
the cost to attend a public four-year institution. For the 2000-2001 academic year, the cost,
including tuition, fees, room and board was $7,634.!7 For the 2020-2021 academic year the cost,
including tuition, fees, room and board was $18,325,'® an increase of 140%. However, the cost
in Texas for higher education falls below the national average of $21,337.1°

So, what are the factors that have contributed to the rising costs of higher education in Texas?
SUMMARY OF COMMITTEE ACTION/ FINDINGS

The Committee met on August 10, 2022, to hear testimony on interim charge number three.
Invited testimony was given by the following:

Commissioner Harrison Keller, Texas Higher Education Coordinating Board
Louellen Lowe, Legislative Budget Board

Col. Thomas Palladino, Texas Veterans Commission

Jonathan Pruitt, The University of Texas System

Raymond Bartlett, University of Houston System

Eric Algoe, Texas State University System

Neal Smatresk, University of North Texas

Jason Tomlinson, Texas Woman’s University System

Gina Oglesbee, Stephen F. Austin State University

Dr. Lesia Crumpton-Young, Texas Southern University

Russel Withers, Texas Conservative Coalition Research Institute

While the Texas economy has been thriving post COVID, Texans are also noticing the highest
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rates of inflation in four decades. Student costs of higher education span far beyond tuition and
fees. It includes housing, books and supplies, transportation, and in some cases, childcare. The
rising cost of living has outpaced increases in student aid, which ultimately influences student’s
decisions to pursue higher education. Commissioner Keller testified that while tuition and fees
from 2021-2022 only rose 2.3%, the average cost of an apartment in Austin rose 48%.

The THECB understands that keeping higher education affordable and accessible is of the
utmost importance. That’s why it's one of the main goals of their plan Building a Talent Strong
Texas. This goal focuses on producing postsecondary credentials of value. These include
degrees, certificates, or other short-term workforce credentials and the like that haven’t been
counted in the past. The credentials that students earn must, at a minimum, provide a positive
return on investment. The economic benefits exceed the costs to receive them, and students leave
higher education better off financially than they would otherwise be. By 2030, the THECB has
set two goals to aid in this. The first is that 550,000 students will be completing postsecondary
credentials of value each year. The second is by that same year, 95% of graduates will complete
those with no or manageable levels of undergrad debt in relation to potential earnings.
Manageable debt is defined by the THECB as debt that can be reasonably repaid within 10 years
with the typical earnings for that occupation in Texas.
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Keeping higher education affordable in Texas is a shared responsibility between the student,
policymakers, and the higher education institutions. Texas institutions can aid in this shared goal
by advising students and their families on how to keep costs low. Many first-generation students
and their families are encountering college costs for the first time, without fully understanding
the costs or how to pay for them. That’s where policymakers come in. Student aid is critical for
student affordability, not just for first generation students, but need based students as well. Texas
has remained a leader for keeping a primary focus on need-based aid in the country. The THECB
administers over $600 million annually in state financial aid grant assistance benefiting over
100,000 Texans who need financial aid. Even so, there is still not enough funding to provide for
all eligible students.

In 2021, Texas was only able to fund 54% of Texas Grant eligible students and even less of
Texas Educational Opportunity Grant (TEOG) eligible students at 27.3%. The THECB has
estimated that for 2022, 68% of students that are Texas Grant eligible will be funded and 28% of
TEOG eligible students will be funded. Most of this student aid money is generally used on
returning students and students that are coming right out of high school.

Due to the downturn in the economy in 2020, the Governor and legislative leadership directed all
state agencies to reduce their spending by five percent. Consequently, the Governor and other
legislative leadership allocated funding through the GEER fund, the majority of which went to
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student aid. This funding went to launching the Texas Transfer Grants Pilot Program and the
Texas Leadership Scholars Program (TLS). Both programs are aimed at providing aid to high
achieving students. The Texas Transfer Grants Pilot Program provides portable, need-based
grant aid to high achieving students who transfer from Texas public two-year or four-year
institutions. The TLS provides high-achieving, low income, high school seniors with financial
assistance, connections to professional networks, leadership development, and opportunities for
undergraduate research at 18 public universities. In order to maintain the number of current
students receiving state aid the THECB has requested an exceptional item funding request for the
FY 2024-2025 of $153 million. Continued investment will ensure the state is advancing access to
higher education equitably for the benefit of all Texans.

Our public institutions are attempting to do their part as well. Just to name a few, in 2022, the UT
System approved an endowment program called the Promise Plus, where thousands of
undergraduate students can earn a UT degree at no cost. Students are eligible for the funding if
they are full-time, need based students. Individual institutions may have additional requirements.
The UT System institutions participating in the program are UT Arlington, UT Dallas, UT El
Paso, UT Permian Basin, UT Rio Grande Valley, UT San Antonio, and UT Tyler. % Similarly,
the University of North Texas participates in the Dallas County Promise Program, which aims to
send students in Dallas County to college tuition-free.?! Furthermore, UNT has not raised tuition
in the last five years. The University of Houston has a program called the UHin4 program, which
is a fixed rate tuition plan. The program supports graduation within four years, while providing
for a fixed rate tuition option to assist with planning and budgeting. The program’s goals are to
help students save time and money, lock in their financial expectation to earn a degree, fast track
their way to graduate studies, and begin their career sooner.??

In a post-COVID universe, the need for mental health services for students has drastically
increased. Institutions are unable to hire an appropriate number of counselors, psychologists, and
psychiatrists to meet the demand. This is an example of a service that needs to be provided to
students that ultimately does add to the cost on a per student basis. Wait times of approximately
6 months for an initial mental health consultation have compelled schools to fulfill the need for
these non-faculty staff due to the community's inadequate resources. Estimates indicate that 1 in
3 students are now suffering from anxiety and depression or they have reported these cases at
some point.

Senate Bill 1230 established the Texas Commission on Community College Finance. It was
"established to make recommendations for consideration by the 88th Texas Legislature regarding
the state funding formula and funding levels for public junior colleges in Texas that would be
sufficient to sustain viable junior college education and training offerings throughout the state
and improve student outcomes in alignment with state postsecondary goals".??> The commission
consisted of:
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Chairman Woody Hunt, Senior Chairman of Hunt Companies
The Honorable Brandon Creighton, Texas Senate

Dr. Mary Escamilla, President of Del Mar College

Dr. Stephen Head, Chancellor of Lone Star College

Dr. Brenda Hellyer, Chancellor of San Jacinto College

Brian Jones, Director of Professional Learning at Odessa College
Dr. Brenda Keys, President of Kilgore College

The Honorable Oscar Longoria, Texas House of Representatives
Carol Scott, Chair of the Del Mar College Board of Regents

The Honorable Larry Taylor, Texas Senate

The Honorable Gary VanDeaver, Texas House of Representatives
e Todd Williams, CEO of the Commit Partnership

The commission met within the past year and adopted final recommendations on October 18,
2022.%

For outcomes funding, the commission recommended that funding levels should be based on
individual colleges' current outcomes and specified fixed dollar amounts for credentials of value
(degrees, certificates from credit and non-credit programs that equip students for continued
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learning and greater earnings), in high-demand fields, based on transfer success (students who
transfer to 4-year universities), and dual credit (students who complete a sequence of dual credit
courses that apply towards an academic or workforce program requirements at the collegiate
level). The calculation should include adjustments for higher costs of educating students who
need additional support services (low-income, academically underprepared, reskilling and
upskilling) and for higher operating costs for smaller colleges. Colleges receiving additional state
funds would participate in shared services or inter-institutional partnerships.

To tackle affordability for students, the commission recommended increasing funding for the
Texas Educational Opportunity Grants (TEOG) and link performance measures for eligible
students served though TEOG at two-year institutions and TEXAS Grants at universities. This
would provide colleges greater flexibility to meet the needs of non-traditional students pursuing
credentials of value, including short-term and non-credit programs. The commission also
recommended providing financial aid for dual credit for economically disadvantaged high school
students based on eligibility for free and reduced lunch with no application process for students.
This would be administered by the THECB, with support from the Texas Education Agency
(TEA), for dual credit courses that apply towards academic or workforce program requirements.
Furthermore, the THECB would annually set a maximum tuition rate to ensure equitable access
for students across the state. The commission further recommended, expanding partnerships
among colleges and private employers for paid work-based learning opportunities (work-study,
apprenticeships, and internships) utilizing strategic framework developed by the Tri-agency
Workforce Initiative. To accomplish this, the state should leverage existing federal funds and
provide targeted state support for programs though colleges developed in partnership with
employers.

In order to invest in college capacity, the commission recommended providing one-time seed
grants for programs in high-demand fields to support community colleges in rapidly standing up
or expanding programs to meet regional and state workforce needs. These grants would be
administered though the THECB, in consultation with the Texas Workforce Commission.
Priority should be given to short-term workforce programs developed in partnership with
employers. Further, the commission was in favor of supporting and facilitating shared services
and stronger inter-institutional partnerships to improve operational efficacy and expand the range
of academic and workforce programs offered. Finally, the commission recommended updating
state policies, and building upon the recent work by individual colleges, to help community
colleges across the state provide high quality non-credit programs that are convertible and
stackable with credit-bearing programs. This will improve transferability of workforce education
courses across institutions and throughout student pathways, facilitate and improve the mobility
of credit awarded for students' prior work experience, and advance Tri-agency Workforce
Initiative efforts to clarify and streamline educational and career pathways.
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Chapter 54 of the Texas Education Code (TEC) governs exemptions and fee waivers. (See
Appendix B). Tuition exemptions and fee waivers have been added over the years to aid certain
populations of students identified by the Texas Legislature to assist in paying for higher
education. Exemptions permit certain Texas residents or nonresidents to enroll in an institution
and pay a lesser tuition rate, reduced fees, or both. Waivers permit certain nonresidents to enroll
in an institution and pay the Texas resident tuition or fee rate or a reduced nonresident tuition or
fee rate. Students must meet certain criteria to be eligible for an exemption of waiver. TEC
Section 54.2001 contains additional provisions by which a student may be deemed eligible or
ineligible to continue receiving an exemption or waiver. The provisions pertain to grade point
average and excess credit hours towards a degree. Certain exemption and waiver programs are
mandatory, and others are left to the discretion of the governing board of the institution to
implement. All exemption and waiver programs, whether mandatory or optional, apply only to
courses funded through state formula funding. Statutory tuition exemptions and waivers are not
counted against institutions in the state formula funding methodology. In the 2020-2021
academic school year, over $1.5 billion dollars in tuition and fees were forgone in Texas general
academic institutions, alone. Community colleges were at a little over $500 million.

Tuition Exemptions and Waivers

Exemption and waivar grograms aim 13 assist certain pepulstions identified by
the Texas Legislature when paying far higher education attainmeant,

= Exemptions permit certain Texas residents or ponresidents to enrell in an
institution and pay a lesser tuition rate or redoced fees or both.

Example: TEC 54 367 Evampfions for Adopted Stndents Fonneny in Foster or Othar
Fosidandial Carg,

= Whaivers permit certain nonresidents to enrcll inan institution and pay the
Tescas rasiclent tuition ar fas rate or 8 reduced nonresident tuition or fee rate,

Example: TES 5d. 244 Biomedical Research Pragram,; Schalarship Studarnt.

See Appenilii A for e compisie AnaF of Caemsting and raiers
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One of those exemptions is the Hazlewood exemption. The Hazlewood Act is a law that provides
qualified veterans, spouses, and dependent children with an education benefit of up to 150 hours
of tuition exemption at public institutions of higher education in Texas. In 1923, the Texas
Legislature passed an act to exempt WWI veterans from tuition at public universities in Texas. In
1943, Senator Grady Hazlewood passed legislation to expand the benefit to WWII veterans and
surviving children of those who were killed in action. The Hazlewood Legacy for dependents
became law in 2009.

A veteran eligible for the Hazlewood exemption must:

at the time of entry into active duty in the U.S. Armed Forces
o have designated Texas as Home of Record
o or entered the service in Texas
o or was a Texas resident

e Have received an honorable discharge or separation or a general discharge under
honorable conditions

e Served at least 181 days of active-duty service (excluding initial entry training) and

e When enrolled in school and taking classes, must:

o currently reside in Texas (unless otherwise allowed under 40 TAC 461.70)

o first use federal G.I. Bill veterans’ education benefits, which provide for payment
of tuition and fees for the term or semester enrolled

o not be in default on a student loan made or guaranteed by the State of Texas

o meet the GPA requirement of the institution’s satisfactory academic progress
policy in a degree or certificate program as determined by the institution’s
financial aid policy and, as an undergraduate student, not be considered to have
attempted an excessive amount of credit hours?’

Eligible Veterans may assign or transfer unused hours to one child at a time. A legacy
(dependent child) eligible for the exemption must:

e Be classified by the institution as a Texas resident

¢ Be the biological child, stepchild, adopted child, or claimed as a dependent in the current
or previous tax year

e Be 25 years old or younger on the first day of the semester or term for which the
exemption is claimed (unless granted an extension due to a qualifying illness or
debilitating condition)?®

Spouses?’ & children?® may be eligible for their own benefit under specific circumstances. A
spouse or child of a veteran who at the time of entry into active duty in the U.S. Armed Forces
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e have designated Texas as Home of Record
e or entered the service in Texas
e or was a Texas resident AND

Veteran of the U.S. Armed Forces or the Texas National Guard who

died as a result of service-related injuries or illness,

is missing in action, or

was killed in action, or

Is 100% total and permanently disabled, as rated by the Dept. of Veterans Affairs.

The spouse or child must also meet the requirements for using federal benefits for, not defaulting
on a state student loan, excessive credit hours, and maintaining GPA and satisfactory progress
requirements.

According to the data reported to the Texas Veterans Commission by public universities, the
number of veterans using Hazlewood peaked in 2013 at 24,059. Since that time, it has declined
each year. In 2021, the number of veterans utilizing Hazlewood had fallen by 64.3% to 8,588.
The number of dependents using Hazlewood Legacy peaked in 2018 at 26,416. Since then, it has
declined by 13.3% to 22,909 in 2021.

As an underfunded mandate, the Hazlewood exemption has come at a cost to the institutions.
Texas’ colleges and universities have had to absorb the cost provided by the mandate or have
passed them along to other students in the form of tuition and fee increases. The state has
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provided relatively little in state appropriations to cover the cost.?’ Legacy costs have risen since
its implementation in 2009 and now carry a majority of the cost. In 2021, the legacy portion
costs alone were at $176,377,802 compared to veteran costs at $42,112,033.

Texas public institutions have agreed that Hazlewood costs have impacted the rising costs of
higher education. Legacy costs make up a substantial portion of those costs, as shown above.
Texas A&M University has the largest amount of Hazlewood Legacy Program students in FY
2021. A little over 2000 students get their education tuition free under this program, which costs
the school $23,383,749.68. Only about 13% of that is covered by the state. Texas State
University has the second largest amount of Hazlewood Legacy Program students in the state. At
a little over 1700 students benefitting from the program, this costs the school $19,194,075.50.
Only 10% of that number is covered by the state. Texas State testified that if the state fully
funded the cost of the Hazlewood program, the school would be able to reduce the cost of tuition
and fees for all students by $1000 per year immediately. (See Appendix C).

RECOMMENDATIONS

The Legislature should study factors driving rising costs of higher education and determine, what
actions can be taken to reduce these costs and/or slow the rate of increase.

The Legislature should monitor the implementation of the Texas Transfer Grant Pilot Program
and the Texas Leadership Scholars Program and determine the need for additional funding.
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The Legislature should assess the costs of the Hazlewood Legacy Program and weigh its benefits
against their negative and uneven effects on tuition and determine the need for additional funding
from the state to offset the costs to the institution.

The Legislature should consider the need for state based financial aid to be expanded to micro-
credentials, reskilling and upskilling, and online competency-based education programs.

The Legislature should consider adopting legislation based on the findings from the Texas
Commission on Community College Finance.
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CHARGE 1V: Teacher Workforce Shortage

Evaluate the impact of the pandemic on the state’s teacher workforce and current practices to
improve the recruitment, preparation, and retention of high-quality educators. Explore the impact
of the educator preparation program regulatory environment. Make recommendations to improve
educator recruitment, retention, and preparation throughout the state. (Joint Charge with
Committee on Public Education)

INTRODUCTION

The Committee held a public hearing on September 20, 2022, to address the above interim
charge. The Committee heard testimony from the following invited witnesses:

Witnesses are listed in alphabetical order

Pamela Awbrey, Chief Engagement Officer, Compass Rose Public Schools

Lauren Bloomquist, Policy Analyst, Education Commission of the States

Hon. Seale Brand, School Board Trustee, Orange Grove ISD

Andrea Chevalier, Ph.D., Association of Texas Professional Educators

Dr. Shelly Diviney, Vice-President, Academic and Student Affairs, Brazosport College
Tonya Davis, Regional Manager, DISYS

Brock Gregg, Associate Director Strategic Partnerships and Outreach, Texas Retired
Teachers Association

Carrie Griffith, Governmental Relations/Policy Specialist, Texas State Teachers
Association

Brian Guthrie, Executive Director, Texas Retirement System of Texas

Rebecca Hampton, Senior Education Specialist-INSPIRE TEXAS, Educator Preparation
by Region 4 ESC

Abbie Harper, Director of University Partnerships, Texas A&M University Commerce
Marissa Castanon-Hernandez, Theatre Teacher, Wayside Sci-Tech Middle School
Anthony Hernandez, Executive Director, Urban Teachers

Lonnie Hollingsworth, General Counsel, Texas Classroom Teacher Association
JoLisa Hoover, Teacher Specialist, Raise Your Hand Texas

Dr. Diann Huber, CEO, ITeach

Brandon Jenkins, SHI Fellow, University of Houston Downtown

Kristi Kirschner, Chief Human Resource Officer, Brazosport ISD

Dave Lewis, Superintendent, Rochelle ISD
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e Dr. Justin Lonon, Chancellor, Dallas College

e Dr. Michael Marder, Ph.D., Co-Founder of UTeach Natural Science and Professor,

Department of Physics, College of Natural Science University of Texas at Austin

C. Michele Martella, Executive Director of SPED, Comal ISD

Danny Massey, Superintendent of Schools, Brazosport ISD

Chris Mayes, Superintendent, Beatrice Mayes Institute

Mike Miles, Superintendent, Third Future Schools

Scott Muri, Superintendent, Ector County ISD

Dr. Roosevelt Nivens, Superintendent, Lamar CFISD

Kelvey Oeser, Deputy Commissioner of Educator Support, Texas Education Agency

Dr. Michael O'Malley, Ed.D., Dean of College of Education, Texas State University

Lisa Parker, Gym Teacher, Spring ISD

Yvette Pena, English/Social Studies Teacher, Teach Plus Senior Policy Fellow

Dr. Lizdelia Pinon, IDRA Bilingual Education Associate

Patrick Powers, Teacher, Denton ISD

Dr. Stephen L. Pruitt, Ph.D., President, Southern Regional Educational Board

Charles (Chad) Contero-Puls, Assistant Commissioner, Student Financial Aid Programs,

Texas Higher Education Coordinating Board

e (abriela Rodriguez, State Relations Strategist, Education Commission of the States

e Dr. Jonathan Schwartz, Dean of the College of Public Services, University of Houston
Downtown

e Dr. Salena Fenceroy-Smith, Former Teacher, Dallas ISD

e Dr. Vincent Solis, President, Brazosport College

Jacob Stewart, Director of State Government Relations, Early Care and Education

Consortium

Jean Streepey, Chair, State Board of Educator Certification

Dr. Clifton Tanabe, Dean, College of Education, University of Texas at El Paso

Tania Tasneem, 8th Grade Science Teacher, Kealing Middle School

Josue Tamarez Torres, Chair, Texas Teacher Vacancy Task Force

Dr. Fernando Valle, Department Chair, College of Education, Texas Tech University

BACKGROUND

Every future begins with a high-quality education, which starts with having a high-quality
educator. Schools with great teachers support the common goal of having an educated
population, a prepared and productive workforce, and a strong economy. Teachers prepare and
inspire the next generation of leaders critical to our future. Yet for years, our education system
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has faced challenges in attracting, recruiting, and retaining qualified teachers- challenges that
were worsened by the COVID-19 pandemic.

The pandemic created unprecedented disruption for students, educators, and school systems. The
nationwide school closures in March of 2020 marked the beginning of a long series of pandemic-
induced disruptions spread across three school years. During this time, teachers faced a wide
range of additional pressures, including unexpected shifts in schooling mode, learning new
technologies, and managing personal and professional health concerns. These pressures have led
to undue strain on the educator workforce causing dissatisfaction to be at an all-time high.
According to a 2021 RAND survey, 66% of teachers said they seriously considered leaving their
jobs in the past year.>°

To address these rising concerns, Governor Abbott directed the Texas Education Agency (TEA)
to create the Teacher Vacancy Task Force (TVTF). The TVTF, chaired by Josue Tamarez Torres
(Dallas ISD teacher) is comprised of teachers and school system leaders hailing from a variety of
districts and geographies, who serve student populations that are representative of the diversity in
Texas. Members of the TVTF were chosen due to their understanding of teacher vacancy
challenges and experience with innovative solutions to these challenges. The TVTF has been
meeting every other month since March 2022, with final recommendations for the Texas
Legislature due in February 2023.!

To become a certified teacher in Texas, an individual must participate in an educator preparation
program (EPP). Universities offer traditional programs, in which candidates earn an
undergraduate degree as they complete the certification requirements set forth by the State Board
for Educator Certification (SBEC). Candidates that already have a bachelor's degree can enroll in
an alternative certification program, which can be offered by several entities, including
community colleges, private providers, and regional education service centers, or in a post-
baccalaureate program at a university, through which they may receive a master's degree in
education.

Texas has the largest teacher labor market and educator preparation system in the United States,
with more than ten percent of the United States public school teaching workforce.? Despite
having the largest teacher labor market, Texas faces significant retention challenges creating
urgency around vacancies that is mirrored across the country. Those who opt to obtain a teaching
certificate are choosing non-university-based programs in higher numbers, and data shows these
alternative certification routes lead to increased attrition in the first five years, further
contributing to the retention issue.** In light of these circumstances, the Texas Legislature must
consider current practices to improve the recruitment, preparation, and retention of high-quality
educators.
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WHAT DID WE LEARN?

The teacher shortage is a pervasive problem. Public schools across Texas face staff shortages in
key subjects, increased difficulty in filling vacancies, and a significant decline in those wanting
to enter the profession. The issue is one of quantity, with not enough teachers, substitutes, and
other staff; quality, with fewer experienced, prepared, and certified teachers; diversity, with most
teachers being white females; and equity, with highly effective teachers concentrated in more
affluent public schools. It's time Texas leads the country in addressing the systemic issues facing
the teaching profession.

Educator Preparation

The State Board of Educator Certification (SBEC) is the regulatory body that directly oversees
educator preparation in Texas. SBEC is currently working towards an "Effective Educator
Preparation Framework" that aims to outline best practices in educator preparation, including P-
12 partnerships.* SBEC also oversees EPP approval and renewal in Texas and is statutorily
bound to develop a list of accountability metrics used for EPP accreditation and the
Accountability System for Educator Preparation Programs (ASEP). SBEC also has the authority
to set procedures to change the accreditation status of an EPP that violates state law or rules and
the authority to establish rules to sanction EPPs that are out of compliance.* In addition to
ASEP and accreditation, SBEC holds EPPs accountable through a complaint process and a five-
year continuing review of EPPs, which TEA can also conduct at their discretion at any time.>*

Historically, when Texas has faced teacher shortages, there has been pressure to lower the bar for
entry into the profession and reduce requirements for preparation and certification. Texas has the
most flexible preparation pathways of any state.’” Many of the newly hired teachers are entering
the workforce without the training and support they need to be successful. The various EPP
pathways in Texas: institutions of higher education (IHE), alternative certification programs
(ACP), and post-baccalaureate have resulted in inconsistencies in teacher preparedness.>® In the
2021-22 school year, about 20% of newly hired teachers who entered the classroom had no
certification or state-issued credential. >

Institutions of Higher Education
Four-year institutions produce the most prepared teachers in Texas through multiple pathways
including partnerships with high schools, community colleges, local education agencies,

traditional undergraduate programs, and post-baccalaureate programs.

According to a study by the University of Texas and Educate Texas, IHE-certified teachers have
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higher student learning and stayed longer in the field than alternatively certified teachers.*® Over
a nine-year period, 73% of IHE-certified teachers remained in the teaching profession compared
to only 59% of alternatively certified teachers.*! Additionally, every year, from fourth through
ninth grade, students gained the equivalent of one to two extra months of learning in
mathematics if they had an IHE-certified teacher.** For low-income students, having an IHE-
certified teacher can offset half or more of the disadvantages that come from living in poverty.*

IHE programs also tend to have higher than average pass rates on content exams and their
graduates are better prepared to teach after completion of clinical fieldwork.** Dr. Jonathan
Schwartz, Dean of the College of Public Services, University of Houston Downtown (UHD),
testified their teacher preparation program includes three semesters of field experience
opportunities. Teacher candidates are required to complete two semesters of 60-hour
observations in a P-12 classroom with two supervisor-evaluated lessons before the third and final
semester of student teaching. In the past decade, twenty-five alumni have been named "Teacher
of the Year" at their respective campuses. The program has also maintained one of the highest
percentages of teachers retained in the classroom for the past decade and currently has the
highest in-serve teacher retention rate at 87%.

Teachers prepared through IHEs compared to any other certification pathway, save districts up to
$20,000 per teacher in turnover costs annually.*> However, the recent trend is showing fewer
teachers are coming from IHEs with certification of middle and high school teachers from IHEs
continuously dropping and more teachers selecting the ACP route.*® Testimony before the
committee attributed this trend to the rising costs of post-secondary education and the ease of
obtaining a certificate through an ACP program.*’

Emerging economic research on the benefits of high-quality teachers also indicates IHE-certified
teachers create a measurable increase in student earnings throughout their lifetime.*® Investing in
these high-quality programs is a key step in strengthening the teacher pipeline, increasing degree
completion, and reducing the teacher shortage.

Alternative Certification Programs

ACPs offer a nontraditional route to certification that accelerates entry into the classroom as
coursework and internship experiences are completed while serving as the teacher of record.
Over the last 20 years, Texas has seen a significant increase in the number of teachers entering
the field through ACPs.* Currently, Texas produces far more alternatively certified teachers
than any other state.>® Specifically, Texas produces 60% of the nation's alternatively certified
teachers.>! While 50% of newly certified teachers enter the teaching profession through an ACP,
alternatively certified teachers are less prepared to provide high-quality instruction, which
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ultimately increases costs for public schools and Texas.>?

Currently, 40% of newly hired teachers for the current school year were either uncertified or
came through an ACP.> Roughly 19% of teachers entered the classroom on an intern certificate,
which is almost exclusively earned through the ACP.>* The certificate is provided to candidates
who pass a content exam and complete 150 hours of coursework and at least 30 hours of field-
based experience. Those on an intern certificate can be hired by a school district as a full-time
teacher and must be assigned a mentor teacher.>> However, these interns, who are still learning,
often have limited hands-on experience with instructional skills and classroom management. In
contrast, IHE-certified teachers complete clinical teaching in their final semester, are not
required to hold an intern or probationary certificate and are assigned a cooperating teacher.>®

Alternatively-certified teachers leave the teaching profession at a faster rate than IHE teachers,
with the biggest drop happening after their first year of teaching.’” According to testimony
provided by TEA, if teachers prepared in alternative certification programs were retained at the
same rate as teachers prepared in traditional programs, over 3,700 fewer new teachers would
have been needed in the last school cycle.>® Additionally, many candidates in alternative
certification programs do not obtain a standard certificate, even after completing the internship.
Data shows 18% of the intern certificate holders did not obtain a standard teaching certificate,
compared to a decade ago when 16% of intern certificate holders did not obtain a standard
certificate.>

Late Hire

Texas late hire provision allows an individual who has not been accepted into an educator
preparation program before the 45th day of the first day of instruction and who is hired for a
teaching assignment by a school after the 45th day before the first day of instruction or after the
school's academic year has begun.®® This provision allows a candidate to be hired after passing
their content exam, before they complete pre-service training and 30 hours of field-based
observations. ¢!

While late hires may be essential for districts that are desperately seeking teachers, this
flexibility should be met with greater support for the late hire candidate, such as increased site
visits by a field supervisor, additional meetings with a mentor teacher, support groups with other
new and experienced teachers, and intensive efforts to get the candidate trained on essential
practices and responsibilities as soon as possible. Greater support requirements for late-hire
teaching candidates will ensure they are prepared as they enter the classroom.
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Increased Transparency

The committee heard testimony on the need to increase transparency in accountability for EPPs
by making the accreditation status, candidate passing rates, and other data available for public
consumption.®? As part of the process to determine the accreditation status of an EPP, all EPPs
are required to annually submit key program indicators, including candidate passing rates,
principal appraisals of teacher candidates, and field observations. Currently, the public can view
only the accreditation status of Texas EPPs via TEA's website. The "EPP Map" is a start to
allowing the public to better understand the ASEP ratings, but the current design and location of
the site is not easily accessible to other candidates, district staff, or the public.63

In addition to accreditation status, TEA also collects candidate retention data, candidate
satisfaction survey data, and data about the improvement in the achievement of students taught
by beginning teachers. Currently, this data is not publicly accessible. Good Reason Houston
testified, “If publicized, this data would help teacher candidates choose a program that best suits
their needs for teacher preparation rates over time and is particularly important to districts
seeking to recruit candidates to their district and establish formal partnerships with EPPs.”%*

Recruitment and Retention

Teachers enter the profession for a variety of reasons, and often the result of multiple,
interdependent factors with economic considerations significantly contributing to their decisions.
While the demand for quality educators is rising, fewer individuals are entering the profession.
Only 3 percent of Texans who took the SAT in 2021 cited an interest in teaching, and most
parents in Texas do not support the idea of their children becoming teachers.®> The Committee
heard extensive testimony on ways the Legislature can improve the recruitment and retention of
Texas educators.

Teacher Apprenticeships

Registered Apprenticeships are an effective, high-quality "earn and learn" model that provides
structure, paid on-the-job learning experiences with curriculum and instruction, and mentoring
by skilled teachers. In November 2021, the United States Department of Labor codified K-12
teaching as an apprenticeable occupation.®® Registered Apprenticeship programs can be used to
establish, scale, and build on high-quality pathways into teaching that emphasize classroom-
based experience, such as Grow Your Own (GYO) and teaching residency programs. %’

The Committee heard testimony from Dr. Justin Lonon, Chancellor of Dallas College, which was
approved as one of the first registered teacher apprenticeship programs in Texas. The program is
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designed to align with their Early Childhood Education bachelor's program and address the
teacher shortage in North Texas. Students will earn a bachelor's degree in teaching; serve as
"resident teachers" three days per week and either tutor or substitute teach one day per week and
receive $30,000 during a year-long residency. At scale, the apprenticeship program aims to serve
500 future educators in partnering with school districts across Dallas County. Currently, Dallas
College has partnered with Richard ISD, Uplift Education, and Irving ISD with nearly 100
students enrolled in the Fall 2022 semester.

The Committee also received testimony from Brazosport College, Brazosport ISD, and ESC
Region 4 on their teacher apprenticeship program. The registered apprenticeship program offers
participants the opportunity to earn a salary in Brazosport ISD under the guidance of a master
teacher, work toward a bachelor's degree in education at Brazosport College, and complete the
requirements to be a certified teacher with INSPIRE TEXAS. Apprentices will enter the program
at one of four levels based on their stage of education. Level one students with fewer than 60
hours of college, level two are those with an associate degree or near completing one, and the top
level are those with a bachelor's degree, who will be in a classroom full-time. Dual-credit
students are considered pre-apprentices. All but dual-credit students will be full-time district
employees, and levels two and three will function as paraprofessionals while the residents will be
akin to student teachers. Dual-credit students will take classes at Brazosport College and
participate in the INSPIRE Texas teacher certification curriculum. The apprenticeship program
received over 150 applicants and accepted 67 students in the program.

Grow Your Own Program

Texas created Grow-Your-Own (GYO) programs in 2018 to increase the quality and diversity of
the teacher workforce throughout the state. GYO programs are district-sponsored pathways for
certification for non-certified staff and paraprofessionals employed by the district. GYO
pathways can also include district-sponsored pathways for high school students to experience
dual-enrollment courses to pursue a teaching credential. GYO pathways: 1) lower the cost for a
teacher candidate to enroll in a high-quality pathway; 2) allow for close district and educator
preparation program (EPP) collaboration on the selection and training of teacher candidates; and
3) recruit teacher candidates directly from district community, often resulting in a teacher
candidate pool reflective of the cultural, linguistic, and demographic diversity of the district
community.®®

TEA offers three pathways through the GYO programs:
e Pathway 1 prioritizes the recruitment of future educators by funding LEAs to implement
education and training courses in high schools.
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e Pathway 2 funds LEAs that have applied for Pathway 1 to recruit and support
paraeducators, instructional aides, and substitute teachers already working in the district
to transition into fully certified teaching roles.

e Pathway 3 funds EPP programs that partner with school districts to place teacher
candidates in year-long clinical teaching assignments that can equip candidates with the
skills and knowledge to be successful within a particular school district.

TEA has supported GYO teacher pathways through the Texas COVID Learning Acceleration
Supports (TCLAS) —a set of funding and targeted supports available to Local Education
Agencies (LEAs) to accelerate student learning in the wake of COVID-19, utilizing state and
federal funds— and through other GYO teacher grants. There are currently 382 school districts
participating in a Grow Your Own program. %’

Teacher Residency

A high-quality teacher residency model is one in which a teacher candidate is paired with an
experienced, highly effective mentor teacher for a full year of clinical training/co-teaching in a
K-12 classroom (typically, a minimum of 3 days per week for a full year). Teacher residencies
typically take place at the undergraduate and post-baccalaureate level, however some alternative-
certification programs in Texas are exploring incorporating the residency model in
programming.’® In some cases, teaching residents receive a stipend during the year-long
residency, funded by districts.

Some districts in Texas have implemented innovative or strategic staffing models to compensate
teacher residents. Strategic staffing allows campus leaders to customize their staffing
budget/allocation and to adjust teacher-to-student ratios, schedules, and staffing structures to 1)
create stipends and pathways for teacher-leaders; and 2) pay for teacher residents and/or fellows,
in a budget-neutral strategy.”!

Dr. Clifton Tanabe, Dean of the College of Education at the University of Texas at El Paso,
discussed its teacher residency model. Dr. Tanabe testified the primary goal of the teacher
residency is to prepare the highest-quality teachers that are Day 1-ready to meet the needs of
culturally, linguistically, and economically diverse learners who provide rigorous, high-quality
learning experiences for all students. The key components of the residency include co-teaching
for a full year alongside a selected trained mentor; intensive coaching and feedback by the site
coordinator; shared governance between partnered school districts and UTEP's Teacher Prep
program; and stipends for residents funded by philanthropy and school districts. In 2019-2022
when the pilot began, there were 19 residents with 2 district partners (2 campuses) and 2 site
coordinators. After scaling the program, there are 175 residents with 135 undergraduates and 35
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within their ACP; 7 district partners (32 campuses) and 9 site coordinators.

Brandon Jenkins, a current teacher resident at UHD, testified before the committee on the need
for paid teacher residencies. Jenkins started his education journey through Galena Park ISD's
"HomeGrown" GYO program. After earning an associate degree from San Jacinto Community
College, he transferred to the UHD entering their Teacher Education Program. Through the
program, Jenkins can practice the core elements of instruction, such as lesson planning and
differentiating for diverse learners and receive quality feedback to receive the support he needs.
Jenkins also emphasized the need for these residencies to be paid. He stated, “Paid teacher
residencies give students financial stability during their clinical studies while allowing schools to
identify, develop, and hire talented candidates swiftly. To complete his teacher residency
requirements, Jenkins must resign or take a leave of absence from his current position as a
special education resource instructional aide.

The Texas Education Agency has supported paid, sustainable teacher residencies and strategic
staffing through Texas COVID Learning Acceleration Supports (TCLAS). Currently, 92 LEAs
and 15 EPPs participate in teacher residency programs.’?

Bilingual Educators

Bilingual/ESL teachers are consistently among the subject areas with the highest percentage of
substitute teachers.” According to the 2021 Texas Teacher Workforce Report from the
University of Houston, Texas has struggled to fill bilingual teacher positions since 1990.”* The
ratio between students and full-time equivalent bilingual/ESL teachers worsened from 43.4:1
teacher in 2010-2011 to 46.3:1 teacher.”

Dr. Lizdelia Pinon testified on the importance of Texas to implement a better way to test
language skills beyond the Bilingual Target Language Proficiency Test, an assessment that
measures content area skills more than language. Furthermore, aspiring bilingual educators face
additional financial burdens because they must pay for five tests instead of the three required in
other fields. Dr. Lizdelia Pinon advised, "The cost to become a bilingual certified educator costs
$600 compared to $368 for a general educator certification." Likewise, "bilingual teachers
coming from out-of-state, are required to retake several exams and pay the fees - a cost many
cannot afford."

Diversity

Teachers of color make up less than 20% of the teaching workforce and leave at twice the rate of
their White counterparts.’® In Texas, over 115,000 Black and Latino students attend schools with
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no same-race teachers, 37% of White students attend schools without a single Black teacher and
13 percent without a single Latino teacher.”” Studies have shown students of color perform better
and are more likely to attend college when taught by a teacher of the same race.”® Patrick
Powers, an African American 6-year English teacher testified about a student who moved from
Alabama to Texas after several behavior infractions at his former school. Powers testified that
after learning more about this student's cultural interests, he incorporated those interests into his
curriculum to create a more inclusive environment. As a result, the student became less reluctant
and excelled as a leader in the classroom. The student went on to graduate from high school with
a 3.2 GPA and is continuing that success in his first semester at Texas Tech University.

The male-to-female ratio of educators in Texas is even more astounding. In 2021-2022, only 24
percent of educators were male compared to 76% who were females.” To attract more Hispanic
males into the teaching profession, Texas Christian University established a program called
Maestro to strengthen the diversification of Texas' teaching force by recruiting, preparing, and
supporting Hispanic men to earn their degrees and teaching credentials. In return, the candidates
must dedicate five years of teaching service to a Forth Worth-area school district.

Financial Incentives

For aspiring teachers, the financial roadblocks to a teaching credential are numerous. A survey
produced by The Aspiring Teachers' Financial Burden shows that many teachers choose
financial security over strong preparation by entering the field through alternative certification.*
Most students who responded to the survey reported an inability to handle an expense above
$250, and the need to take out loans to support clinical fieldwork was a high factor in financial
stress.®!

The Texas Higher Education Coordinating Board (THECB) testified on different programs,
including the Teach for Texas Loan Repayment Program, the Math and Science Scholars Loan
Repayment Program, and the Educational Aide Exemption Program that help support
recruitment of the teaching workforce.

The purpose of the Teach for Texas Loan Repayment Program is to recruit and retain certified
classroom teachers in fields and communities that have a shortage of teachers in Texas. To
qualify for participation, applicants must meet the following requirements:

e certified in a critical shortage teaching field, be currently teaching full-time in that
field, and have taught in that field full-time for at least one year in a Texas public
school; or

e be a certified educator currently teaching full-time in a critical shortage
community and have taught in that community full-time for at least one year.
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Appropriations for this program have steadily declined over time. In FY2012, the maximum
annual award amount was reduced from $5,000 to $2,500 to spread funding to more recipients.
For multiple years, the program could only fund recipients already in the program due to budget
constraints.®?

82

The Math and Science Scholars Loan Repayment Program encourages teachers who have
demonstrated high academic achievement as math or science majors to teach math or science for
at least four years in Title I public schools in Texas. The program is open to teachers who
completed an undergraduate or graduate program in math or science with a GPA of at least 3.0,
are certified to teach math or science, and have an employment contract as a full-time classroom
teacher to teach mathematics or science in a Title I school. Teachers can qualify for up to
$10,000 a year in student loan repayment for up to 8 years. The THECB testified they receive a
low number of applications for this program each year despite continued outreach efforts with
teacher associations.

The Educational Aide Exemption Program is designed to encourage educational aides to
complete full teacher certification by providing need-based exemptions from tuition and fees at
participating Texas public universities. Institutions award exemptions based on applicant
eligibility and the availability of funds. THECB is appropriated limited funding to defray the cost
to institutions for exempted tuition and fee revenue. To be eligible, a student in financial need
must:
e be enrolled in courses required for teacher certification in areas that TEA has
determined to be experiencing a critical shortage of teachers
e be employed in some capacity by a public school district in Texas during the full
term for which the student receives the award
e Have been employed by a public school district in Texas working full-time, in a
classroom directly with the students, in a teaching capacity as:
o an educational aide for at least one school year of the past five school
years preceding their initial exemption, or
o a substitute teacher for 180 days of the past five school years preceding
the term or semester for which the student is awarded their initial
exemption.

Teacher Compensation
Despite their critical function, Texas teachers are not compensated as the professionals that they

are. They face what the Economic Policy Institute calls the “Teacher Pay Penalty,” which is
“how much less, in percentage terms, public school teachers are paid in weekly wages relative to
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other college-educated workers (after accounting for factors known to affect earnings such as
education, experience, and state residence).” In 2021, the comparable college graduates in Texas
made 21.5% more than Texas teachers.®*

It is widely acknowledged, including in TEA’s testimony before the committee, that teacher
salaries are not keeping up with the cost of living.® In addition, rapidly increasing healthcare
premiums are a key concern when the goal is to increase take-home pay. School employees are
facing a crisis of health insurance unaffordability that must be recognized as a factor in low
morale. Increasing the state’s contribution to active employee health insurance must be part of
the teacher compensation discussion.

If the state's goal is to attract and retain teachers, prospective employees need assurances of
higher pay. The data shows that fewer people are willing to choose to be in a profession that puts
them at a financial disadvantage.®® The Texas Legislature has recognized the singular importance
of teachers when crafting school finance legislation by explicitly directing school districts to
raise teacher salaries and the implementation of the Teacher Incentive Allotment. While the
legislature has significantly increased state funding, the impact on teacher salaries depends on
local school districts' staffing decisions. According to testimony, that mandate from the
Legislature has proved necessary to ensure school districts use the money for that purpose.

The Texas Classroom Teachers Association (TCTA) presented an analysis®’ that shows teacher
pay has not kept pace with overall increases in school funding over the past two decades. In
2001, teacher salaries accounted for 43.8 percent of school districts’ per-pupil operating
expenditures. Two decades later, that figure has dropped to 38.1 percent.

The analysis shows that if teacher pay had remained in line with increases in school expenditures
over that same period, the average teacher salary would have been 15 percent higher in 2021 —
lifting the average teacher salary of $57,641 by an additional $8,660.
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The TCTA chart showing the growing disparity in operational expenditures and teacher salaries
per pupil is shown here:

In 2019, the Legislature implemented a more strategic approach to educator compensation
through the Teacher Incentive Allotment (TIA). School systems serving more than ten percent of
Texas students currently participate in TIA.® Within the next 2-3 years, TEA projects that more
than 40 percent of the student population will attend a TIA district.®® The average payout for
more than 6,000 teachers benefitting from TIA ranges from $6,600 to $22,500 depending on
designation level.”® While the TIA has been proven as a meaningful strategy to improve teacher
retention, some stakeholders feel as though the TIA should not be a substitute for overall
compensation increases.

Teacher Workload

The teacher's role and schedule look very different in other countries. In higher-performing
countries, teachers are in front of students between three and four hours per day, compared to the
average of six hours in the United States.’! Teacher workload has been identified as a major
barrier to job satisfaction and teacher retention.’> Often, this work time goes unnoticed or
unacknowledged and interferes with a teacher’s ability to deliver high-quality instruction,
resulting in them leaving the profession.

One key factor leading to increased teacher workload is the lack of access to high-quality
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instructional materials. Teachers reported spending seven hours per week or 250 hours per year
developing or selecting instructional materials.”® Teachers also reported being given only three
hours and forty-five minutes per week on average for lesson planning.”* As a result, 94 percent
of teachers have indicated they find their instructional materials from Google and 84 percent
indicated their materials come from Pinterest.”

When teachers were asked to identify what parts of their vast workload require the most work
time outside of contract hours, a survey conducted by Teach Plus identified documentation
associated with accommodations for Special Education paperwork and lesson planning as big
buckets of work that requires the most unnoticed or unacknowledged work time.’® The charts
below identify the amount of time teachers reported it took to perform each task.

2 Hours or Less 2-5 Hours more than 5 Hours
Managing IEPs 59.1% 31.8% 9.1%
ARDs & ARD Prep. 92% 6.8% 1.1%
FIE Paperwork 95.4% 3.4% 1.1%
Academic Progress 42.1% 40.9% 17%
Monitoring
Managing 504s 62.5% 29.5% 8%
PLAAFP 83.9% 10.3% 5.7%
Behavior Progress 53.4% 33% 13.6%
Monitoring
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2 Hours or Less 2-5 Hours more than 5 Hours
Creating Lesson 17% 55.7% 27.3%
Plans
Sharing/Publishing 65.9% 27.3% 6.8%
LPs*
Creating HQIM 13.6% 56.8% 29.5%
Data Triangulation 51.7% 36.8% 11.5%

Workplace Conditions/Environment

Teacher retention can be enhanced when teachers work in collaborative and supportive
environments. Research has shown that teachers' working conditions affect their teaching
ability.”” A teacher's working conditions can also have direct implications for attitudes about
their work and their decisions to remain at their school or in the profession. Teachers who
testified before the Committee stated lack of school leadership and administrative support and
opportunities for professional collaboration and shared decision-making led them not to feel
supported by their school's administration.

The quality of administrative support is a major factor in whether teachers leave or stay in the
profession. Several studies have found that support from principals and other school leaders is
one of the best predictors of teacher attrition.”® Support from administrators can take many forms
such as providing emotional, environmental, and instructional support.

The Committee also heard testimony from teachers that one of the best ways they feel supported
is through high-quality mentoring. High-quality mentoring is even more important for novice
teachers with one to five years of teaching experience. Currently, Texas has 102,754 novice
teachers that make up most of the teaching workforce, and they are more likely to serve low-
income and students of color.”” However, novice teachers leave the profession in large
numbers. % Strong support for novice teachers during their first years in the profession can
increase their retention. The first few years of a teacher's career are formative ones as teachers
make the leap from preparation to practice. Depending on the quality of support they encounter
in their first teaching job, novice teachers can grow into highly competent ones - or they may
develop counterproductive approaches or leave the profession entirely.

In the 86th Legislative Session, the Legislature established the mentor program allotment under
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House Bill 3. The mentor program allotment provides $1.65 million annually to districts to
support the implementation of job-embedded, research-based mentoring practices. ! Teaching is
not a one-size-fits-all profession, and teachers need individualized support.

The amount of voice teachers has in decision-making on issues directly affecting their ability to
do their job well also contributes to the decision of teachers staying in the profession. Schools
that foster more collaborative work environments and shared-decision making typically empower
teachers and can have a positive impact on teacher retention. Importantly, the benefits of having
productive working relationships and environments lead to greater consistency in instruction,
more willingness to share practices and try new ways of teaching, increased job satisfaction, and
increased student achievement. In addition, teachers who work in schools with a strong healthy
work environment improve their quality of teaching at a much faster rate than teachers in weaker
professional environments. Moreover, strong professional environments also can have positive
effects on teacher attitudes and fuel a desire to remain in the profession.

Student Discipline

Student discipline challenges are a leading factor for teachers leaving the profession, along with
other working conditions and compensation. One study found that, among teachers who left the
field permanently, almost 35% report the reason is related to problems with student discipline.!'*?
Research has also found that “[t]hose schools that do a far better job of managing and coping
with and responding to student behavioral issues have far better teacher retention.”!%?

Attempts to address disruptive behaviors cost considerable teacher time at the expense of
academic instruction. Other students are negatively affected as classrooms with frequent
disruptive behaviors have less academic engaged time, and students in disruptive classrooms
tend to have lower grades and lower performance on standardized tests.!** The TVTF also noted
that increased student behavior issues and inadequate support are key sources of teacher stress.

While student misbehavior was on the rise pre-pandemic, two out of three teachers, principals,
and district leaders say students are misbehaving more these days than they did in the fall of
2019.'% Experts point to this rise in student misbehavior as a symptom of the struggle many
students have had in dealing with the pandemic.'%

To provide teachers additional discipline support on campus, the Legislature should invest in the
hiring of behavior interventionists. Behavior interventionists have specialized training in
addressing behavior issues and work to implement evidence-based and student-specific
interventions to help the student. A behavioral interventionist would be a key component in a
system that provides for temporary, short-term removals that allow a student’s needs and
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behaviors to be addressed immediately so they can return to the classroom as rapidly as possible.
A behavior interventionist can also coordinate with the counselor, campus behavior coordinator,
or appropriate administrator when mental health needs to be addressed. The campus behavior
coordinator, typically a designated administrator on campus, is the administrator a teacher can
send a student to when incidents of disruption occur. However, they are not specially trained and
often cannot assist a teacher immediately upon disruption. The campus behavior coordinator is
also the administrator tasked with notifying parents of behavior incidents. The coordination
between all these parties could assist with the identification of additional school safety issues that
a student’s behavior may impact.

The use of certified behavioral interventionists has been successful in the special education
arena. But for the general education population, specially trained — but not necessarily certified --
behavioral interventionists would benefit students and teachers alike. Some districts have
successfully implemented similar programs, !°7 but a state investment would expand their use.
Behavioral interventionists can help to immediately address discipline problems and aid in
teacher retention, which would help to offset the cost of the additional staffing while also
minimizing disruption to a student’s educational experience.

Retired Teachers

Statewide there are about 480,000 retired education employees, and a total of 1.5 million active
and retired educators. The Texas teacher pension fund operates as an alternative to Social
Security. While Social Security, with a cost-of-living-adjustment (COLA), keeps pace with
inflation, the teacher retirement system does not. The Committee heard testimony on the need to
incorporate more funding options into the Texas Retirement System (TRS) that allows for
inflation.

The average monthly TRS check is about $2,100.'% According to the Bureau of Labor Statistics
consumer price index, today's prices are 1.62 times higher than average prices in 2001 and where
the inflation rate was 2.85% in 2001, it is now 8.54%.'%° Absent any other income or savings, a
retired teacher would have to make this amount cover everyday costs such as rent, groceries, gas,
medical bills, and other daily expenses. Although stakeholders voiced concerned on the
possibility the TRS could run out of money if there are not enough workers putting into the fund,
the Committee received testimony that the TRS has done well to manage its assets and have
enough funds to pay the future cost of benefits for TRS retirees.'!°

As Texas moves forward with efforts to strengthen its educational system, it is incumbent upon
the Legislature that elevating the status of the teaching profession must remain a top priority.
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RECOMMENDATIONS

1. Educator Preparation
a. The Committee recommends the Legislature reduce financial barriers to high-
quality educator training and completion of teacher credential exams

b. The Committee recommends the Legislature direct TEA in consultation with
SBEC, and THECB to establish and incentivize articulated pathways from K-12
institutions, community colleges, and four-year institutions to shorten time to
degree and certification through stackable credentials and required transfer
degrees for teacher candidates.

c. The Committee recommends the Legislature create a website for educator
preparation programs and detailed educator preparation program information to
provide more transparency around practices and outcomes of different educator
preparation programs.

2. Teacher Recruitment
a. The Committee recommends the Legislature incentivize development and
enhancement of innovative partnerships to strengthen the educator pipeline and
increase degree completion by:
i. Increase flexibility for how GYO funding can be used, and which
institutions can directly receive funding

ii. Provide funding for development or enhancement of integrated
community college and four-year institution pathways.

iii. Provide a living stipend to all students completing clinical fieldwork,
residencies, or internships.

b. If funds are available, the Committee recommends the Legislature appropriate
funding for the cost of certification testing fees for new teachers, especially those
obtaining high-need certifications for a certain period.

3. Teacher Retention
a. If funding is available, the Committee recommends the Legislature to invest in
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teacher salaries and compensation.

The Committee recommends the Legislature amend the Teacher Incentive
Allotment qualifications to recognize that National Board certified teachers are
designated as exemplary.

If funding is available, the Committee recommends the Legislature increase the
state's contribution to employee health insurance and require schools to maintain a
matching local contribution per month.

If funding and statute allows, the Committee recommends the Legislature provide
a supplemental financial support for retired teachers.

The Committee recommends the Legislature increase the support for the Mentor
Program allotment, while maintaining a rigorous bar for mentor-teacher
qualifications.

The Committee recommends the Legislature appropriate funding for behavior
interventionist to provide teachers with additional support in the classroom to
address student discipline issues.
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CHARGE V: Investments

Review the impact of investments of endowment and other trust funds, including the Permanent
University Fund, by university systems and institutions of higher education in businesses and
funds owned or controlled by the Russian government or Russian nationals, and determine the
need for investment restrictions. Consider the impact of any proposed investment restrictions on
fund performance.

BACKGROUND

On, February 24, 2022, Russia mobilized 300,000 Russian citizens and invaded the autonomous
country of Ukraine with the intention of claiming its land as part of Russia. Russia is no stranger
to territorial invasions in the region. Many have not yet forgotten that Russia used these same
means to successfully annex Crimea in 2014. "On March 2, 2022, the U.N. General Assembly
voted 141-5 to demand Russia “immediately, completely and unconditionally withdraw” from
Ukraine (47 countries, including China and India, abstained or did not vote). In response to
Russian efforts to claim Ukrainian territory in fall 2022, the General Assembly declared by a
vote of 143-5 that Russia’s “illegal so-called referendums” and “attempted illegal annexation” of

occupied Ukrainian regions “have no validity under international law".!!!

U.S. sanctions have been in place since the 2014 invasion of Crimea. However, the Biden
Administration warned Russia that any further incursion into Ukraine would result in more strict
sanctions and U.S./Foreign intervention. With the invasion of Ukraine, sanctions aimed at
multiple economic targets were imposed. These included Russia's Central Bank, Russia's

Ministry of Finance, and National Wealth Fund. Sanctions aimed at punishing or hindering
Russia did not stop there. Restrictions on the following also went into effect, February 2022:

e New U.S. investments in Russia

e U.S. import of Russian gold, diamonds, seafood, and alcoholic beverages

e Export of U.S. luxury goods and dollar-denominated banknotes

e The provision of accounting, trust and corporate formation, management consulting,
and quantum computing services

e Secondary-market transactions by U.S. financial institutions in Russian sovereign
debt

¢ Entrance into and use of U.S. airspace by Russian aircraft

e Entrance into U.S. ports by Russian-affiliated vessels

e U.S. trade or investment in Russia-occupied regions of eastern Ukraine'!?

Global markets continue to be negatively impacted by the war via disruptions in global trade.
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This regional issue has major global implications as it is greatly contributing to the growing
inflation rate as well as bolstering global financial tensions.

FINDINGS

The Committee met on August 10, 2022, to hear testimony on interim charge number five.
Invited testimony was given by the following:

e Mike Ressig, Texas Comptroller’s Office
e Rich Hall, University of Texas/Texas A&M Management Company (UTIMCO)

The creation of the Texas Treasury Safekeeping Trust Company by the Texas Legislature in
2001, was done so to "...efficiently and economically manage, invest, and safeguard funds for
the state and various subdivision".!!* In late February 2022, Comptroller Hegar directed the Trust
Company to use portfolio tools and contacts to review its investments in Russia and begin
divestment. The Trust Company found that there were no direct securities traded on the Moscow
Exchange or through American Depositary Receipts (ADRs), nor any direct investments in
Russian companies or funds held with a manager dedicated to investing in Russia. Trust
Company portfolios had $18.6 million in indirect exposure, which is money placed with outside
managers who through their discretion had invested a portion of their funds in Russia. By the end
of Q1 2022, total indirect exposure across all Trust Company pools of capital had decreased by
93% to just $1.2 million. The reduction was mostly due to:

e Contacting managers and expressing desire to divest

e Managers reducing exposure due to the Trust Company and other investors’ requests, and
current events

e Marking certain investments to zero due to unmarketability

The Trust Company has also initiated redemptions where appropriate, in a prudent manner, and
in conformance with preservation of capital and liquidity terms of the investments. Total Russia
exposure across all Trust Company pools of capital continues to be 0% direct and only 0.001%
(1/10 basis point) indirect.
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Given a broad global investment directive, restricting the opportunity set to exclude any specific
region, country, or sector theoretically narrows the return possibilities across the investment
landscape. Considering the minimal exposure of Trust Company investments to Russia both
before and after indirect divestment, the Trust Company uniformly has seen little to no impact
thus far on the performance of varied investment pools. With other Texas investment entities
also reporting limited exposure to Russian investments, the overall impact of restrictions to the
state’s economy, fiscal health, and investment opportunities is likely to be minimal.

The University of Texas/Texas A&M Investment Management Company (UTIMCO) is the first
external investment corporation formed by a public university system and oversees investments
for The University of Texas and Texas A&M Systems.!'* UTIMCO provides management
services for the Permanent University Fund (PUF) and other endowment assets. UTIMCO began
investing in Russia in 2008. The investments were made primarily in one public stock fund and
two private equity funds. In total, UTIMCO invested $212 million in capital in Russia. Over
time, they withdrew $110 million in principal and at the beginning of 2022, UTIMCO has $112
million of capital invested in Russia. That amount had appreciated to have a market value of
$260 million prior to Russia’s invasion of Ukraine. Russia imposed countersanctions, which
closed their stock markets and limited the ability to extract hard currency from the country. At
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the end of March 2022, UTIMCO then marked the stock values of their shares to $0. UTIMCO
continues to own the interest in the funds and the funds continue to own the interest in the
securities. They will continue to monitor the situation and look for avenues in which they can
recover the value of the endowment assets.

Other states have passed legislation or issued executive orders in the wake of the Russian
conflict. Examples of legislation and executive orders are:

* In Georgia: Prohibits Russian and Belarusian-owned companies from submitting
proposals for state contracts

* In Idaho: Requires the state to divest assets held in Russian companies

* In Maryland: Requires the state to divest from all Russian assets

* In Minnesota: Requires the state to divest all assets from Russian and Belarusian entities
and to terminate contracts with Russian and Belarusian entities

* In New Jersey: Prohibits government dealings with businesses associated with either
Russia or Belarus

* In Alaska, California, Georgia, Illinois, Michigan, Montana, New Mexico, New York,
Ohio, Pennsylvania: Calls for state to review and/or divest from Russia

* In Arkansas, Colorado, Minnesota, North Carolina: Calls for state to discontinue
contracts

* In Indiana, New Jersey, Virginia, Washington: Other or combination of review or divest
investments and contracts, enact sanctions, etc.

RECOMMENDATIONS

The Legislature should consider measures that require entities investing state funds to report
periodically to legislature all direct and indirect exposure to Russian investments, along with
divestment activity.
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