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Tuition Revenue Bonds
An Analysis of the History and Use of TRBs in Texas from 1971-2016

by Trevor McGuire

Executive Summary
College tuition costs have grown at a startling rate over the past several decades. 
The average annual cost of attendance1 at a public institution, adjusted for inflation, 
increased by 116 percent between 1982-83 and 2012-13 (U.S. Department of Edu-
cation). This period of tuition hyperinflation has coincided with a boom in campus 
construction, during which “space per student has in some cases tripled since the 
1970s” (Carlson). 

Of $21.6 billion projected to fund capital expenditures2 for Texas public higher ed-
ucation over the next five years, only 2.26 percent will come from either designated 
tuition (0.71 percent) or student fees (1.55 percent). The overwhelming majority 
of capital expenditure funding based on tuition—39.32 percent, or nearly $8.5 bil-
lion—will come in the form of revenue bonds secured either in whole or in part by 
tuition revenue (THECB 2015, 10). Almost half of this amount will come from the 
proceeds of tuition revenue bonds (TRBs), a special species of revenue bond that 
requires legislative approval.

Tuition revenue bonds (TRBs) are secured “with pledged future revenue, such as tu-
ition and fees,” and according to the Texas Education Code, “such bonds shall never 
be an obligation of the State of Texas” (HB 100 Bill Analysis, 2; Texas Education Code 
§ 55.18). But as the Texas Higher Education Coordinating Board (THECB)3 notes, 
“the Texas Legislature has historically appropriated general revenue to cover the an-
nual cost of debt service” (THECB 2014, 1). This reimbursement of TRB debt service 
with general revenue places the “cost of these projects on the taxpayers, instead of the 
institutions and students who benefit from them” (HB 100 Bill Analysis, 5). These 
costs include “roughly $2.6 billion” of capital expenditure financing from 1971-2014, 
“$2.2 billion of the debt from previously issued TRBs . . . outstanding as of August 31, 
2014,” and over $5.35 billion in debt service payments for the $3.1 billion in TRBs au-
thorized during the Legislature’s 84th regular session (Branch, 37; HB 100 Bill Analy-
sis, 4).4 The Legislative Budget Board (LBB) forecasts that over the next five years 
Texas will spend nearly $1.35 billion in general revenue funds on debt service for this 
most recent round of TRBs (HB 100 Fiscal Note).
 

1 Annual cost of attendance includes “total tuition, fees, room and board rates charged for full-time undergraduate students” 
(U.S. Department of Education).

2 “New construction, major repair and rehabilitation projects, and deferred maintenance needs,” plus “property acquisitions” and 
“information resource projects” (THECB 2015, 1).

3 Referred to throughout as the “Coordinating Board,” with “THECB” used for citations only
4 $3.109 billion in principal plus $2.237 billion in interest. This debt service calculation assumes a 6 percent interest rate with a 

20-year level debt service amortization for all TRBs authorized by the 84th Legislature. Of TRBs authorized last session, interest 
rates on 95.5 percent are set at 6 percent, while the other 4.5 percent are divided almost evenly between bonds set at a rate of 
5 percent and bonds set at a rate of 7 percent. All of these have a 20-year loan amortization schedule (HB 100 Fiscal Note).

KEY POINTS
 � For the past 46 years, tuition 

revenue bonds have been 
used to effectively keep 
state debt on university bal-
ance sheets.

 � A lack of systematization 
of TRB authorizations hurts 
Texas higher education.

 � Proposed TRB alterna-
tives—GOBs, ESF funding, 
endowment fund bonds, 
and public-private partner-
ships—would not address 
the fundamental problems 
with TRBs and should be 
rejected.

 � Instead of developing an 
alternative, the TRB autho-
rization process should 
be systematized, with TRB 
authorizations conditioned 
on an assessment of how 
well each institution utilizes 
its existing space and its po-
tential for providing online 
education.

https://nces.ed.gov/fastfacts/display.asp?id=76
https://nces.ed.gov/fastfacts/display.asp?id=76
http://chronicle.com/article/Campus-Officials-Seek-Building/3292
http://www.thecb.state.tx.us/reports/PDF/6940.PDF
http://www.hro.house.state.tx.us/pdf/ba84r/hb0100.pdf#navpanes=0
http://www.statutes.legis.state.tx.us/Docs/ED/htm/ED.55.htm#55.18
http://www.statutes.legis.state.tx.us/Docs/ED/htm/ED.55.htm#55.18
http://webcache.googleusercontent.com/search?q=cache:aJHSMf-WCZUJ:www.thecb.state.tx.us/download.cfm%3Fdownloadfile%3DDDE53AEA-D1CA-F32B-A04A043DE2AB08CE%26typename%3DdmFile%26fieldname%3Dfilename+&cd=1&hl=en&ct=clnk&gl=us
http://www.hro.house.state.tx.us/pdf/ba84r/hb0100.pdf#navpanes=0
http://www.lrl.state.tx.us/scanned/interim/83/Ed84hh.pdf
http://www.hro.house.state.tx.us/pdf/ba84r/hb0100.pdf#navpanes=0
http://www.hro.house.state.tx.us/pdf/ba84r/hb0100.pdf#navpanes=0
http://www.legis.state.tx.us/tlodocs/84R/fiscalnotes/html/HB00100F.htm
https://nces.ed.gov/fastfacts/display.asp?id=76
http://www.thecb.state.tx.us/reports/PDF/6940.PDF
http://www.legis.state.tx.us/tlodocs/84R/fiscalnotes/html/HB00100F.htm
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The two chief issues with Texas’ TRB authorization pro-
cess are its vulnerability to political pressure and general  
confusion about how TRBs are authorized and how their 
debt is serviced.

While changes can be made to increase the efficiency 
and transparency of the TRB authorization process, 
a more substantial reform effort will be necessary to 
address concern over the very use of TRBs to finance 
campus construction, itself part of a larger conversation 
about how new construction contributes to the growing 
cost of higher education. Previous Foundation research 
on the link between tuition hyperinflation and the re-
cent increase in campus construction found that “incen-
tivizing universities . . . to maximize their use of existing 
space . . . would go no small way toward keeping tuition 
down.  . . .” (Lindsay, 3).

With at least another legislative session to go until the 
next major attempt by institutions of higher education 
to secure TRB authorizations, now is the perfect time 
to consider how to encourage institutions of higher 
education to better utilize existing space and expand op-
portunities for online learning in order to reduce new 
construction that has contributed to rapidly increasing 
tuition costs.

Revenue Bonds for Higher Education
Nearly a century ago, in his study, “Capital Needs 
for Education in the United States,” David Snedden 
identified what was and remains the central question 
for those who seek to provide a system of public 
education in a modern republic: how such a system is to 
be funded. Calling public education “by far our largest 
public enterprise,” Snedden described it as “obviously 
an enterprise in which, unlike roads, or fire protection, 
or even policing, returns must be taken considerably 
on faith”—his conclusion being that the public must 
therefore be taxed “heavily and persistently” to provide 
for education’s capital needs (Snedden, 71).

True to Snedden’s words, the American people do pay 
heavy and persistent taxes to finance our costly public 
education system. And a significant component of that 
taxation is the nearly 100 years of revenue bond use by 
public universities.

When revenue bond financing by publicly owned colleg-
es and universities began in earnest in the 1920s, it was 
concentrated “in the Mid-West and the East” (Taylor, 
328). These early higher education revenue bonds gener-

ally involved a “relatively small” amount of borrowing to 
finance the permanent improvements that were then (as 
they often are today) the most capable of servicing bond 
debt with the revenue they generated: “stadiums, union 
buildings, and dormitories” (Taylor, 328). Texas began to 
use revenue bonds for higher education during a period 
when “all over the nation the trend in college permanent 
improvement financing” seemed to be moving “in the 
direction of revenue bond financing for self-supporting 
and auxiliary enterprises” (Taylor, 330). Writing on 
higher education’s renewed interest in revenue bonds in 
1949, University of Texas professor J. G. Taylor suggests 
that “private donors and legislatures have the feeling that 
what money they can expend must go for such perma-
nent improvements as classrooms and academic type 
buildings”—i.e., the sort of buildings that lack a way to 
generate their own revenue (Taylor, 330-1). The build-
ings thought undeserving of donor or taxpayer money 
were the same ones supported by revenue bonds in the 
1920s: “dormitories, stadiums, union buildings, and 
other income-producing activities” (Taylor, 331). 

Revenue bonds of the types described by Taylor in 1949 
still account for a portion of Texas higher education’s 
construction costs today; of the $21.6 billion to be spent 
from FY 2016-2020 on capital expenditures at public 
institutions of higher education in Texas, $526 million 
(2.44 percent) will come from housing revenue, and 
$767 million (3.55 percent) will come from the auxiliary 
enterprise revenues ($634 million, 2.94 percent) and the 
Auxiliary Enterprise Fund ($132 million, 0.61 percent), 
i.e., proceeds from university enterprises “such as park-
ing, food service, or clinics” (THECB 2015, 10, 41). 

However, the share of construction funding supported 
by traditional revenue bonds that rely on funding 
from specific projects pales in comparison to the share 

“The raising of revenues for public 
purposes has always taxed the 
ingenuity of governing authorities. 
The tornadoes of revolution have 
more often been generated under 
the atmospheric pressure of excessive 
or unwise taxation than from any 
other cause.”  –David Snedden, 1920

http://www.texaspolicy.com/library/doclib/2014-12-RR13-WinningTheSpaceRace-CHE-TomLindsay.pdf
http://www.jstor.org/stable/1014381
http://www.jstor.org/stable/pdf/2975426.pdf
http://www.jstor.org/stable/pdf/2975426.pdf
http://www.jstor.org/stable/pdf/2975426.pdf
http://www.jstor.org/stable/pdf/2975426.pdf
http://www.jstor.org/stable/pdf/2975426.pdf
http://www.jstor.org/stable/pdf/2975426.pdf
http://www.thecb.state.tx.us/reports/PDF/6940.PDF
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provided by newer species of revenue bonds—tuition 
revenue bonds and revenue financing system (RFS) 
bonds—which will account for $8.5 billion (39.32 per-
cent) of capital expenditures at public institutions of 
higher education in Texas from FY 2016-2020 (THECB 
2015, 10).

Revenue Financing System Bonds
Taylor gives an example of an “omnibus type revenue 
bond” used at the University of New Mexico in 1948. 
This bond financed a set of buildings with varying ca-
pacity for generating revenue—“a dormitory, dining hall, 
press and publication building, a library extension build-
ing, and a heating system”—with debt secured against 
their combined revenue; this type of revenue bond 
“permits a weak activity to be supported by the revenues 
of a stronger activity” (Taylor, 335). Revenue financing 
system bonds operate according to the same principle, 
with RFS debt secured by the total revenue of the system 
issuing the bond (THECB 2015, 10).

Since 1971 the Texas Education Code has authorized 
institutions of higher education to issue revenue bonds 
“payable from and secured by liens on and pledges of all 
or any part of any of the revenue funds of the board and 
its institution or institutions, or any branch or branches 
of any of its institutions” (Texas Education Code § 55.13). 
This power was further expanded and formalized in 1993, 
when the Legislature granted Texas university systems the 
power to establish revenue financing systems, which are 
system-wide debt programs “secured by a system-wide 
pledge of all legally available revenues for debt issued on 
behalf of all . . . institutions and System Administration” 
(Texas Education Code § 55.02; University of Texas 2016). 
Revenue financing systems will issue over $4.3 billion in 
revenue bond debt over the next five years, accounting 
for just over 20 percent of total funding for capital expen-
ditures at public institutions of higher education in Texas 
(University of Texas 2014, 8; THECB 2015, 10). Although 
RFS debt “is often issued for revenue-generating projects, 
such as student housing, parking facilities, and auxiliary 
projects,” bonds issued by an RFS are technically secured 
by tuition revenue and can be issued for any project as 
long as they are approved by the system’s board (Univer-
sity of Texas 2014, 8). 

TRBs, while practically identical to RFS bonds in design, 
differ from them because of one crucial difference: The 
state of Texas has informally dedicated itself to servicing 
the full debt—principal and interest—of every TRB it 
authorizes.

The Rise of the Tuition Revenue Bond
Texas campuses experienced a building boom during 
the 1950s and 1960s, with most of the funding for capital 
expansion in this period consisting of state-sponsored 
takeovers of private institutions and direct financing of 
a radical reorganization of the state’s system of higher 
education. Part of this process involved Texas’ state 
teachers colleges being remade into state colleges with 
curricula broadened “beyond teacher preparation” as a 
way to accommodate the diverse educational desires of 
“the deluge of veterans arriving on those campuses after 
World War II” (Cardozier). The desire to accommodate 
the baby boom “led to the state’s taking over several two-
year colleges and private institutions” (Cardozier).

The Texas Legislature first authorized tuition revenue 
bonds in 1971, at a time when the growth of Texas’ 
campuses was about to slow “considerably” between the 
mid-1970s and early 1990s (THECB 2004, 6). Unlike 
traditional revenue bonds, which are raised for projects 
that can service their own debt from project revenue, the 
TRB was intended as “a mechanism for the State to assist 
institutions in funding much needed capital projects,” 
i.e., projects whose revenues could not provide for their 
own debt service (University of Texas 2014, 10). 

Few TRBs were authorized at first, as construction re-
mained slow during the 1980s; this was especially true 
between 1981, when the statewide ad valorem tax (“that 
had for several years financed construction at public col-
leges and universities”) was abolished, and 1985, when 
the Legislature established the Higher Education Fund 
to finance construction and repair at institutions “not 
funded by the Permanent University Fund” (Potter, 5; 
Cardozier).

TRB-financed construction “resumed in the early 1990s” 
with the advent of the South Texas Border Initiative 

TRBs, while practically identical to RFS 
bonds in design, differ from them 
because of one crucial difference: 
The state of Texas has informally 
dedicated itself to servicing the 
full debt—principal and interest—
of every TRB it authorizes.

http://www.thecb.state.tx.us/reports/PDF/6940.PDF
http://www.thecb.state.tx.us/reports/PDF/6940.PDF
http://www.jstor.org/stable/pdf/2975426.pdf
http://www.thecb.state.tx.us/reports/PDF/6940.PDF
http://www.statutes.legis.state.tx.us/Docs/ED/htm/ED.55.htm#55.13
http://www.statutes.legis.state.tx.us/Docs/ED/htm/ED.55.htm#55.02
https://www.utsystem.edu/offices/finance/frequently-asked-questions
https://www.utsystem.edu/sites/utsfiles/documents/facts-figures-and-data/debt-overview/ut-debt-overview-june-2014.pdf
http://www.thecb.state.tx.us/reports/PDF/6940.PDF
https://www.utsystem.edu/sites/utsfiles/documents/facts-figures-and-data/debt-overview/ut-debt-overview-june-2014.pdf
https://www.utsystem.edu/sites/utsfiles/documents/facts-figures-and-data/debt-overview/ut-debt-overview-june-2014.pdf
https://www.tshaonline.org/handbook/online/articles/khhxr
https://www.tshaonline.org/handbook/online/articles/khhxr
http://www.thecb.state.tx.us/reports/pdf/0761.pdf
https://www.utsystem.edu/sites/utsfiles/documents/facts-figures-and-data/debt-overview/ut-debt-overview-june-2014.pdf
http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
https://www.tshaonline.org/handbook/online/articles/khhxr
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(STBI) (Potter, 5). Despite the government’s victory in 
the 1987 Texas Supreme Court case LULAC v. Richards—
which “alleged that South Texas and Border universi-
ties were not getting their fair share of funding from the 
state”—the 71st Legislature began the STBI in 1989, decid-
ing that it was in the state’s best interest “to enhance the 
scope and quality of higher education institutions and pro-
grams along the Texas-Mexico Border” (Flack, 1). In 1991, 
as part of the STBI, the Legislature “granted $421.4 million” 
in TRB authorization across the nine institutions involved 
in the initiative, in what was Texas’ single largest TRB au-
thorization thus far (THECB 2014, 2).

By 1996, TRBs were included in the master plan of 
virtually every Texas institution, and in 1997 the 75th 
Legislature passed what might be described as the first 
“omnibus” TRB authorization, with requests from 41 
institutions included in the final authorization (THECB 
2014, 2). This began an “informal tradition” of passing 
an omnibus TRB authorization “every fourth year” (Pot-
ter, iv). The $1.08 billion in TRBs authorized by the 77th 
Legislature in 2001 alone nearly doubled the total amount 
of TRB debt authorized by the state up to that point 
(THECB 2014, 2). During the following session, the Leg-
islature voted to only reimburse institutions “for interest 
payments, and not principal, on TRBs issued after March 
31, 2003” (Potter, 5). Lacking an enforcement mechanism, 
the vote was effectively nonbinding, and future legisla-
tures continued appropriating general funds for full TRB 
debt service—principal and interest.

The only meaningful difference between RFS bonds and 
TRBs, then, is the “tradition” dictating that the Legisla-
ture cover TRB debt service with general revenue funds. 
Hence the argument that “without the general revenue 
debt service appropriations, there is no need for TRB au-
thorizations,” since institutions’ revenue financing systems 
“already have authorization to issue revenue bonds” (Uni-
versity of Texas 2014, 10).

TRBs Today
In 2005 higher education institutions requested an un-
precedented $3.1 billion in tuition bond authority (Potter, 
5). Just 16 years after the launch of the STBI, TRBs had 
become a major fixture in the financing of public higher 
education in Texas. Responding to the rapidly increasing 
amount of TRB debt being issued, the Legislature request-
ed that the Coordinating Board “develop new criteria by 
which TRB projects could be evaluated for funding deci-
sions” for use during the third special session of the 79th 
Texas Legislature (THECB 2014, 2). The Coordinating 

Board was then directed to “provide a preliminary evalu-
ation of institutions’ TRB requests” according to the new 
criteria, from which the Legislature “in turn . . . made 
their own decision as to which projects they should au-
thorize TRBs for or not” (Branch, 36). These criteria were 
applied to a total of “155 proposals valued at $4.5 billion,” 
reflecting an additional 36 projects, as well as increases in 
the amount requested for the initial 119 projects, together 
accounting for an additional $1.4 billion beyond the $3.1 
billion requested a year earlier (THECB 2014, 2). Of the 
155, “63 projects totaling $1.86 billion” were approved, or 
42 percent of the requested amount (THECB 2014, 2).
Since 2006, the Legislature and the Coordinating Board 
have worked to further develop objective criteria for 
evaluating TRB requests. The dramatic increase in the 
amount of TRB requests between 1997 and the present 
has disrupted the four-year cycle established during the 
1990s, especially as omnibus TRB authorization bills, 
which seek authorization for “necessary” and “not-so-
necessary” projects alike, forcing legislators to choose 
between two unsatisfying options: supporting the bill, 
knowing that it would authorize TRBs for low-priority 
projects, or instead opposing the bill, knowing that this 
would deny TRB authorization for high-priority projects 
(Lindsay and McGuire, 1).

During the following years, while the Coordinating Board 
worked to develop enhanced criteria for objectively de-
termining which TRB requests should be authorized, the 
Legislature rejected practically all new TRB requests. The 
Legislature authorized only $168 million in TRB requests 
between 2007 and 2014, $155 million of which were 
authorized in the aftermath of Hurricane Ike to finance 
emergency repairs and erosion control at Texas A&M-
Galveston and the University of Texas Medical Branch at 
Galveston (THECB 2014, 2).

In 2015, however, the flood gates reopened. The 84th 
Texas Legislature authorized roughly $3.1 billion in TRB 
debt, thus ending its nine-year moratorium on omnibus 
TRB bills. This $3.1 billion in authorized proposals was 

… “without the general revenue debt 
service appropriations, there is no need 
for TRB authorizations,” since institutions’ 
revenue financing systems “already have 
authorization to issue revenue bonds.”

http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
http://www.thecb.state.tx.us/reports/pdf/0592.pdf
http://webcache.googleusercontent.com/search?q=cache:aJHSMf-WCZUJ:www.thecb.state.tx.us/download.cfm%3Fdownloadfile%3DDDE53AEA-D1CA-F32B-A04A043DE2AB08CE%26typename%3DdmFile%26fieldname%3Dfilename+&cd=1&hl=en&ct=clnk&gl=us
http://webcache.googleusercontent.com/search?q=cache:aJHSMf-WCZUJ:www.thecb.state.tx.us/download.cfm%3Fdownloadfile%3DDDE53AEA-D1CA-F32B-A04A043DE2AB08CE%26typename%3DdmFile%26fieldname%3Dfilename+&cd=1&hl=en&ct=clnk&gl=us
http://webcache.googleusercontent.com/search?q=cache:aJHSMf-WCZUJ:www.thecb.state.tx.us/download.cfm%3Fdownloadfile%3DDDE53AEA-D1CA-F32B-A04A043DE2AB08CE%26typename%3DdmFile%26fieldname%3Dfilename+&cd=1&hl=en&ct=clnk&gl=us
http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
http://webcache.googleusercontent.com/search?q=cache:aJHSMf-WCZUJ:www.thecb.state.tx.us/download.cfm%3Fdownloadfile%3DDDE53AEA-D1CA-F32B-A04A043DE2AB08CE%26typename%3DdmFile%26fieldname%3Dfilename+&cd=1&hl=en&ct=clnk&gl=us
http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
https://www.utsystem.edu/sites/utsfiles/documents/facts-figures-and-data/debt-overview/ut-debt-overview-june-2014.pdf
https://www.utsystem.edu/sites/utsfiles/documents/facts-figures-and-data/debt-overview/ut-debt-overview-june-2014.pdf
http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
http://www.cpupc.org/images/CPUPC_Capital_Funding_Report_4-06.pdf
http://webcache.googleusercontent.com/search?q=cache:aJHSMf-WCZUJ:www.thecb.state.tx.us/download.cfm%3Fdownloadfile%3DDDE53AEA-D1CA-F32B-A04A043DE2AB08CE%26typename%3DdmFile%26fieldname%3Dfilename+&cd=1&hl=en&ct=clnk&gl=us
http://www.lrl.state.tx.us/scanned/interim/83/Ed84hh.pdf
http://webcache.googleusercontent.com/search?q=cache:aJHSMf-WCZUJ:www.thecb.state.tx.us/download.cfm%3Fdownloadfile%3DDDE53AEA-D1CA-F32B-A04A043DE2AB08CE%26typename%3DdmFile%26fieldname%3Dfilename+&cd=1&hl=en&ct=clnk&gl=us
http://webcache.googleusercontent.com/search?q=cache:aJHSMf-WCZUJ:www.thecb.state.tx.us/download.cfm%3Fdownloadfile%3DDDE53AEA-D1CA-F32B-A04A043DE2AB08CE%26typename%3DdmFile%26fieldname%3Dfilename+&cd=1&hl=en&ct=clnk&gl=us
http://www.texaspolicy.com/library/doclib/84th-Texas-Legislature-in-Review-Center-for-Higher-Education.pdf
http://webcache.googleusercontent.com/search?q=cache:aJHSMf-WCZUJ:www.thecb.state.tx.us/download.cfm%3Fdownloadfile%3DDDE53AEA-D1CA-F32B-A04A043DE2AB08CE%26typename%3DdmFile%26fieldname%3Dfilename+&cd=1&hl=en&ct=clnk&gl=us
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The importance of this norm to the TRB authorization 
process cannot be overstated. As mentioned in the ear-
lier comparison of RFS bonds to TRBs, without the in-
formal “expectation . . . that the State will reimburse TRB 
debt service with general revenue,” most institutions 
would probably not bother submitting TRB proposals 
for legislative authorization in the first place (University 
of Texas 2014, 10).

For nearly one-third of the TRB’s 46-year history—and 
for more years than not since their expanded role in the 
state following the STBI—these bonds have faced opposi-
tion in the Texas Legislature. And yet the amount of TRB 
funding authorized by the 84th Legislature in 2015 was 
almost triple that authorized by the 77th Legislature in 
2001, the session prior to the 78th Legislature’s attempt to 
reduce the dependence of higher education institutions 
on TRBs for funding capital projects. Today, TRBs seem 
as much a fixture in Texas higher education as ever, in 
spite of a growing opposition to what amounts to a mas-
sive, behind-the-scenes subsidization of construction on 
public campuses with taxpayer funds—all without any 
democratic control over what can effectively be described 
as public debt kept on university balance sheets.

Assessing the TRB Authorization Process
In its Interim Report to the 84th Legislature, the House 
Committee on Higher Education observes that “TRBs 
have been both important and imperfect” as a “mecha-
nism for financing higher education,” an effective sum-
mary of the complicated role the tuition revenue bond 
continues to play in Texas higher education (Branch, 37).

Proponents claim that TRBs provide “a cost-effective 
way to fund projects” that are either “not likely to be 
funded by other means” or that would have to be funded 
“in other ways, such as by raising tuition” (HB 100 Bill 
Analysis, 3). They also say that TRBs provide the “long-
term financing structure” necessary for “larger projects,” 
making these projects accessible to smaller colleges that 
find themselves at a disadvantage when seeking to raise 
funds for such projects through private contributions, 
which “can take a long time,” “are competitive,” and “typ-
ically come with stipulations on how they may be used” 
(HB 100 Bill Analysis, 3). Proponents also point to the 
effectiveness of TRBs in providing funding for special 
cases, like emergency construction needs. Such was the 

selected from a record $5.7 billion in requests; at 54.6 
percent of the amount requested, this authorization 
appears to have been more permissive than that of the 
2006 TRB omnibus bill, which only authorized 42 per-
cent of the total debt requested.5

The informal practice of using general revenue funds to 
retire all of a TRB’s debt service—both principal and in-
terest—continues today, in spite of the 78th Legislature’s 
vote to restrict legislative appropriations for TRBs to inter-
est payments only. The most recent General Appropria-
tions Act (GAA) indicates that “Funds clearly identified 
. . . for revenue or tuition revenue bond retirement . . .  
may be used for bond and commercial paper debt service 
payments, which can include principal, interest, and fees” 
(HB 1, III-243; emphasis added). The Legislative Budget 
Board (LBB) projects that $1.35 billion in general revenue 
funds will be appropriated toward retiring the TRBs au-
thorized by HB 100 through the end of FY 2020 (HB 100 
Fiscal Note). Even while “the bonds would not be general 
obligations of the State,” the LBB explains that “the issued 
bonds would have fiscal implications for the State” regard-
less, since “historically the Legislature has appropriated 
General Revenue to reimburse institutions for the tuition 
used to pay the debt service” (HB 100 Fiscal Note). The 
GAA appropriated $240 million in FY 2017 “for distribu-
tion to the institutions of higher education for debt service 
on the [newly-] authorized tuition revenue bonds” (HB 1, 
III-260). Though shy of the $270.2 million needed to fully 
cover the FY 2017 debt service for the most recent round 
of TRBs, the GAA appropriates far more than the $112 
million required to cover interest alone (HB 100 Fiscal 
Note).

It bears repeating that the Legislature has no obligation 
to cover even the interest payments on TRB debt. Yet 
evidence written and unwritten confirms that the ex-
pectation of general revenue appropriations for paying 
TRB debt in full—principal plus interest—has always 
been an integral component of Texas’ TRBs, beginning 
with their first use in 1971 and continuing uninterrupted 
into the present day. Even as the size, scope, issuing au-
thority, and frequency of TRBs have changed over the 
past 46 years, the Legislature’s voluntary appropriation 
of general revenue toward the total debt service of the 
TRBs it authorizes seems to be the one norm that has 
not changed.

5  Calculations made using information from throughout HB 100.
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case in 2009, when the 81st Legislature authorized $155 
million in the aftermath of Hurricane Ike: $150 million 
for repairs at the University of Texas Medical Branch at 
Galveston, and $5 million for erosion control at Texas 
A&M-Galveston (THECB 2014, 2).

Despite the arguments of proponents, Texas’ current 
use of TRBs needs a serious assessment, if only as a 
reflection of the growing size of TRB authorizations. 
However, assessing the use of TRBs and related debt 
instruments is hindered by a relative paucity of research 
on state capital expenditure in higher education, which 
persists nationwide in spite of the growing prominence 
of such expenditure in state higher education budgets. 
In 2009, states spent $10.3 billion on higher education 
capital projects, “roughly the same amount” as on stu-
dent financial aid; “other than transportation, higher 
education represents the largest sector for state capital 
projects” (Ness and Tandberg, 330). Despite an increas-
ing proportion of state resources devoted to capital 
projects, almost all research activity on state funding for 
higher education “has considered only the general fund 
appropriations to higher education,” such that “the em-
pirical examination of state funding for higher educa-
tion capital projects is virtually nonexistent” (Ness and 
Tandberg, 329-330).

A recent study of capital expenditure in higher educa-
tion found “an overwhelmingly [sic] share of the vari-
ance in state capital expenditures for higher education  
. . . was due to political factors”; in this one aspect, 
TRBs are normal to U.S. higher education (Ness and 
Tandberg, 336). A lack of session-to-session consistency 
in the way the Legislature handles TRB authorization 
means that “institutions do not know which, if any, of 
their TRBs will be approved in a given legislative ses-
sion” (Heldenfels, 3). According to the House Research 
Organization’s assessment, opponents find TRBs “less 
than ideal” for every party involved in their financing—
“institutions, the state, and taxpayers”—in part because 
they are “unreliable for long-term project planning” 
(HB 100 Bill Analysis, 5). Even the Coordinating Board, 
which has stated that “TRBs have been an important 
vehicle for meeting the capital needs of our universi-
ties,” has expressed concerns with the unpredictability of 
TRB authorizations under existing policy (Heldenfels, 
3). Even as institutions continue to request them and 
the Legislature continues to authorize them, all parties 
involved agree that the present system must not go on 
much longer without significant reform. The following 
sections address various aspects of needed TRB reforms. 

Accountability
Lack of accountability diminishes the effectiveness of 
state investment in capital projects as done through the 
current system of TRB authorization and retirement. 
Unfortunately, “previous THECB [Coordinating Board] 
facilities audits have revealed institutional reporting 
discrepancies” (Branch, 37). Since TRBs can “be ap-
proved without a vote [by citizens], which sometimes is 
required for other state-issued debt,” such evaluations 
take on added importance; the removal of public control 
over the authorization of state-issued debt places ad-
ditional responsibility on the Coordinating Board and, 
ultimately, the Legislature itself for the effective steward-
ship of public resources (HB 100 Bill Analysis, 5). 

The call for more accountability in the TRB authoriza-
tion process should not be directed at the state’s institu-
tions of higher education alone; the Legislature and the 
Coordinating Board must make their TRB authorization 
habits more transparent as well. As the history of TRBs in 
Texas makes painfully clear, the state has no systematized 
process to allocate funds for higher education capital 
projects. Most recently, multibillion-dollar omnibus TRB-
authorization bills in 2006 and 2015 have bookended a 
nine-year period during which less than $20 million in 
new TRBs was authorized that wasn’t related to the emer-
gency Hurricane Ike projects (and even the Hurricane Ike 
projects bring total TRB authorizations over a nine-year 
period to a total of under $200 million). The high levels 
that were authorized in these bookend years make it more 
difficult to accurately judge the worth of each individual 
project. This doesn’t mean that the Legislature should ap-
prove TRBs more often. Rather, the Legislature should set 
expectations that the amount of TRBs approved in any 
one year will be limited, both in terms of total debt issued 
at any given time,  and restricted to high-priority projects 
at institutions that have demonstrated an adequate level 
of efficiency in their use of existing space. 

Even the Coordinating Board, 
which has stated that “TRBs have 
been an important vehicle for 
meeting the capital needs of our 
universities,” has expressed concerns 
with the unpredictability of TRB 
authorizations under existing policy. 
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Deferred Maintenance

Deferred maintenance refers to “the accumulation of 
facility components in need of repair brought about by 
age, use, or damage and for which remedies are post-
poned or considered backlogged” (THECB 2010, 4). 

Until 1998, calculations of building replacement value 
were used to determine the allocation of state funding 
to capital projects at the state’s colleges and universities; 
these calculations were dropped as criteria “once it was 
decided that building replacement value was no longer 
useful in determining funding allocation” (THECB, 
7). At the same time building replacement value was 
dropped from the funding allocation, the growing 
share of higher education capital projects financed by 
TRBs led to the emergence of an unfortunate practice 
among institutions of higher education to request (and 
among the Legislature to authorize) “new construction 
rather than deferred maintenance at existing structures” 
(Branch, 37). The result of this trend: Thirteen years 
later, in the fall of 2011, there was “approximately $740 
million in deferred maintenance” at Texas institutions of 
higher education (Heldenfels, 5).

Why prioritizing deferred maintenance over new con-
struction would save the state money almost doesn’t 
need stating: We typically find that properly caring for 
what we own is more economical than simply replac-
ing the old and broken, particularly if the property in 
question still holds considerable value in spite of its 
old-and-broken-ness. Project construction cost analy-
sis from the Coordinating Board confirms this lay wis-
dom. According to the Coordinating Board’s analysis, 
only one type of facility—“office, technology”—is more 
expensive to renovate than to replace ($412/ft2 vs. 
$375/ft2) (Turcotte). Every other facility type follows 
the expected pattern of renovation costing less than re-
placement, in some cases considerably less. Renovation 
costs for many types of facility, such as “classroom, 
general,” “healthcare facility, clinic,” “housing, apart-
ments,” and “student center,” are less than half the cost 
of replacement; two types, “office, general” and “other,” 
are over three times more expensive to replace than to 
renovate (Turcotte). What’s more, these are only aver-
age costs; for an individual deferred maintenance proj-
ect, project costs increase every year the maintenance 
issue is not addressed. Add to this “the fact that new 
construction adds to the demand for maintenance,” 
and the case for prioritizing deferred maintenance 
seems quite clear (Heldenfels, 5).

Of course, deferred maintenance is already considered 
in the Coordinating Board’s evaluation methodology 
for TRBs (THECB 2010, 4). The fact that TRBs are often 
approved despite the existence of significant deferred 
maintenance emphasizes the difficulty of using the cur-
rent system to effect more economical and effective 
capital projects. Yet while few could argue that deferred 
maintenance should not be taken into consideration 
when authorizing TRB debt, given the persisting de-
ferred maintenance backlog, there are those who believe 
that such a backlog exists precisely because the problem 
of deferred maintenance has not been prioritized highly 
enough. Former THECB Chairman Fred Heldenfels IV, 
for one, argues, “It makes sense to ensure we’re main-
taining and effectively utilizing existing facilities before 
financing new ones” (Heldenfels, 5; emphasis added).

The necessity of funding deferred maintenance projects, 
combined with the knowledge that such projects only 
grow more costly the longer they are deferred, suggests 
that a greater emphasis on prioritizing the financing of 
deferred maintenance projects could reduce the overall 
cost of Texas’ higher education capital projects, both for 
the state of Texas and for the institutions involved.

Alternatives to TRBs
Several alternatives—general obligation bonds, Eco-
nomic Stabilization Fund (ESF) appropriation, endow-
ment revenue bonds backed by Available University 
Fund (AUF) and Higher Education Fund (HEF) rev-
enue, and public-private partnerships—have been pro-
posed to address the shortcomings of TRBs. Addition-
ally, some have advocated systematizing the issuance of 
the bonds to keep from having extended gaps between 
bond authorizations, regardless of which bonds are 
used to finance construction. Identifying TRB alterna-
tives and systemization of bond authorization do not 
address the underlying concern about excessive capital 
construction costs in higher education, however, they 
remain a large part of the current discussion of TRB re-
form. Each of these issues is discussed below.

General Obligation Bonds
One idea for reducing Texas’ reliance on TRBs, suggest-
ed by the House Research Organization and others, is to 
use general obligation bonds as a like-for-like alternative 
(HB 100 Bill Analysis, 6). Unlike revenue bonds, which, 
as a type of “special obligation,” are “payable only from 
the income from a project with occasionally a lien upon 
the property,” general obligation bonds pledge “the full 
faith, credit, and revenues of a municipality or corpora-
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tion” (Taylor, 331). While a general obligation bond is 
a lien on the property itself, a revenue bond “is only a 
lien upon the revenues to be derived from the property” 
(Taylor, 331).

The merits of this alternative go beyond the comparative 
advantages of general obligation bonds versus revenue 
bonds. While TRBs are issued by university financing 
systems (and thus not technically obligations of the 
state), the use of general obligation bonds to support 
capital projects would involve the state itself  “issuing 
statewide bonds” that, unlike TRBs, would be the obliga-
tion of the state of Texas (Branch, 37-38). Such a change 
would make capital project more transparent, since for-
mally obligating the state to service capital project debt 
would make the cost of debt service more visible when 
setting the state’s budget. Such are the perceived benefits 
of using general obligation bonds as an alternative to 
TRBs that in 2008, the Texas Higher Education Coor-
dinating Board Strategic Planning Committee recom-
mended “issuing general obligation bonds . . . to finance 
capital projects for higher education institutions” as a 
move which would independently “improve the process 
for funding capital projects” (Senate Finance, 15). The 
transition away from TRBs toward general obligation 
bonds would lead to closer review of individual bond 
requests.

Economic Stabilization Fund
Another TRB alternative touted as a straightforward 
move to improve the transparency and overall vetting of 
project requests, as well as to avoid the substantial cost 
of interest on debt service, is to finance capital projects 
with “a direct appropriation from the state’s . . . Econom-
ic Stabilization Fund” (HB 100 Bill Analysis, 6). One of 
the five versions of the omnibus TRB bill considered by 
the 84th Legislature, SB 150, would have financed last 
session’s TRBs with a $2.86 billion appropriation from 
the ESF.

However, the ESF was not created to fund general ex-
penditures of state government:

During economic downturns, such as the Great Re-
cession, tax revenues decline while spending needs 
may remain mostly constant, creating budget short-
falls. Since Texas (correctly) cannot deficit spend be-
cause of a balanced budget amendment, legislatures 
have chosen on multiple occasions to close fiscal 
gaps with large tax increases, spend ing cuts, or some 
combination of both. The first choice hurts economic 

productivity, while the second can damage core gov-
ernment services. The ESF provides an alternative to 
these fiscal options (Ginn, et. al., 2).

The ballot language for approving the ESF confirms this 
perception:

The constitutional amendment establishing an 
economic stabilization fund in the state treasury to 
be used to offset unforeseen short falls in revenue 
(HJR 2).

Capital expenditures for higher education, with the ex-
ception of damage from major natural disasters, are not 
related to unforeseen shortfalls in revenue. Using the 
ESF to finance capital projects is not appropriate. 

Endowment Revenue Bonds
When Taylor compiled his list of revenue bond types 
in 1949, the University of Texas and Texas A&M were 
already drawing “substantial interest on a national basis” 
to the possibility of issuing revenue bonds secured by 
income from endowment funds (Taylor, 336). Bonds is-
sued by Texas’ two flagship universities in the late 1940s, 
secured with income from the Permanent University 
Fund (PUF), were offered by Taylor as the perfect ex-
ample of an “endowment fund type bond” correctly ex-
ecuted; he emphasizes the “very wide pre-sale publicity” 
and Aaa rating (“the highest rating that could be given 
a bond”) as further proof for his argument that revenue 
bonds could succeed as a tool for financing capital ex-
pansion on their strength as strong investments alone 
(Taylor, 336). As mentioned earlier, revenue from the 
state’s endowment funds and their subsidiaries will ac-
count for a not inconsequential 8.5 percent of capital 
expansion funding for higher education over the next 
five years in Texas (HEF 3.47 percent; PUF 4.73 percent; 
AUF 0.26 percent) (THECB 2015, 10).

Capital expenditures for higher 
education, with the exception of 
damage from major natural disasters, 
are not related to unforeseen shortfalls 
in revenue. Using the ESF to finance 
capital projects is not appropriate.
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In addition to suffering from the same basic shortcom-
ings in accountability that characterize TRBs (as com-
pared to General Obligation Bonds), revenue bonds 
backed by the state’s higher education endowment funds 
are particularly unsuited for financing capital projects. 
In the case of the HEF, the endowment fund most fre-
quently mentioned as a potential alternative source of 
financing for higher education revenue bonds, current 
restrictions on the use of HEF revenues to service rev-
enue bond debt—“50 percent of HEF revenues can be 
used to pay bond debt service and bonds are limited to 
10 years”—make it difficult for institutions to finance 
capital expansion with HEF revenues, “given the time 
window of a major capital project” for debt service is 
generally closer to 20 years, which is also the typical 
period over which TRB debt is serviced (Heldenfels, 
6). The House Research Organization has identified 
this “long-term financing structure provided by TRBs” 
as the fundamental reason why TRBs should be used 
instead of bonds serviced with AUF and HEF revenue, 
the AUF and HEF being “limited in their ability to help 
institutions fund needed capital growth and facilities up-
grades” (HB 100 Bill Analysis, 3).

It would require a significant policy effort to lift these 
restrictions on the use of HEF revenue; even then, en-
dowment revenue bonds backed by the HEF would have 
no clear advantage over TRBs. The limited resources de-
voted to TRB reform would be better applied elsewhere.

Public-Private Partnerships
Among the alternatives to TRBs discussed over the 
past several years, none has received as much support 
as public-private partnerships (P3). Recommended by 
both the Coordinating Board and the House Commit-
tee on Higher Education of the 83rd Legislature as an 
alternative means for financing capital construction, 
supporters claim that “the benefit of public-private part-
nerships extends beyond simply providing access to new 
sources of capital” (Heldenfels, 4). In its Interim Report 
to the 84th Texas Legislature, the House Committee on 
Higher Education of the 83rd Legislature endorses the 
use of P3 as an alternative to TRBs by listing a number 
of the advantages of using P3, including: the way P3 
raises “institution and private contributions”—“similarly 
to matching funds”; that they “spread risk across mul-
tiple stakeholders”; that more closely involving the pri-
vate sector in capital construction gives P3 projects the 
benefit of “private financial management experience and 
expertise”; and, in stark contrast with TRBs, that in the 
past P3 has “raised needed capital in a predictable and 

reliable manner” (Branch, 38). Two of these points—the 
benefits of risk-spreading and of involving private sector 
“experience and expertise”—corroborate pro-P3 argu-
ments presented in THECB Chairman Fred Heldenfels’ 
testimony before the House Appropriations Committee 
in 2012 (Heldenfels, 4).

However, this praise of public-private partnerships in 
general does not address whether P3, with all of its 
advantages, would suit the particular kinds of con-
struction financed with TRBs. A quick scroll through 
the projects listed in HB 100 shows that none of the 
authorized TRBs were requested for construction of 
auxiliary projects, e.g., student housing, athletics facili-
ties, or auxiliary enterprises such as dining halls and 
parking garages. But these are precisely the projects to 
which P3 is best suited and that consequently occupy 
the lion’s share of academic literature on the subject. P3 
for the kinds of construction that TRBs typically finance 
would be far riskier than the usual P3 projects involving 
“the development and management of ‘tangible’ public 
goods and services,” i.e., projects in areas where “calcu-
lation of return on investment” can be reasonably deter-
mined (Greiling and Halachmi, 134).

Private involvement in capital construction already oc-
curs during the construction process itself, e.g., in the 
hiring of vendors; what sets P3 apart from this usual 
private sector involvement is the active participation of 
the private partner in providing the project’s revenue-
generating service once construction is complete. Parking 
garages and dormitories lend themselves to P3 because 
these sorts of projects originated in the private sector 
(parking garages and apartment buildings being profit-
able enterprises outside of their involvement with higher 
education); this established private sector activity is it-
self the source of the “experience and expertise” touted 
as part of the advantage P3 holds over traditional state 
funding. Furthermore, these projects fully contain their 
means of revenue generation, i.e., a parking garage does 
not fundamentally depend on operations outside of the 
parking garage to generate revenue (this is also the case 
with dining halls and dormitories). Classrooms, student 
unions, and academic office spaces simply don’t operate 
the same way.

Compared to P3 for auxiliary projects, “the profes-
sional literature [does] not pay too much attention to 
the analysis of projects that involve ‘soft’ services in areas 
where private initiatives are not common” (Greiling and 
Halachmi, 134). This does not mean that some brilliant 
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person won’t find a way for private investors to profit 
from investment in classroom space or research facilities 
at some point in the future. But for the immediate pur-
poses of Texas higher education, the most-studied and 
most-practiced forms of P3—especially on college cam-
puses—almost exclusively involve projects that provide a 
tangible service once complete. As the above definition of 
“soft services” suggests, public-private partnerships are ill-
suited for projects that lack a private sector counterpart. 
True, the private sector is rife with all sorts of for-profit 
educational services, but one would be hard-pressed to 
find an academic office building or student lab facility 
provided privately as a standalone service. Unless univer-
sities transition to a model where students and professors 
pay directly for lab and classroom access, opportunities 
for public-private partnerships involving these types of 
buildings will remain limited to nonexistent.

Another issue with public-private partnerships at uni-
versities, unrelated to their unsuitability for the particu-
lar projects financed by TRBs, is their relative inacces-
sibility to regional campuses. As Texas A&M University 
System Chancellor John Sharp explained in 2013 when 
describing the effect that a then-seven-year absence of 
major TRB authorizations was having on his system: 
“It’s tougher on regional campuses. They don’t have the 
leverage that we do at our flagship, which is big enough 
where we can go in the private sector and see if some-
one will partner with us” (Branch, 36). Even if a method 
were developed for attracting private investment for P3 
in constructing non-auxiliary buildings, such projects 
would still be most likely to go through at the state’s flag-
ship universities, which have also done the most to dem-
onstrate fitness for TRB authorization, according to the 
Coordinating Board’s space utilization efficiency (SUE) 
standards (THECB 2015a).

In the end, the many advantages of public-private part-
nerships may explain why universities do not request 
TRBs for projects naturally suited to P3. The status quo 
incentivizes universities to finance revenue-generating 
projects with their own resources, while using TRBs 
exclusively for capital projects that do not generate rev-
enue, such as classroom space, academic office space, 
multipurpose buildings, and research facilities. While 
public-private partnerships have a role to play in financ-
ing capital expenditure for public higher education, they 
are not suited to finance the kinds of projects TRB debt is 
normally issued to fund.

Correlation between Funding Formulas, Increased 
Spending
According to the most recent comparative study of capital 
spending for higher education across the 50 states, Texas 
is not alone in its lack of systematization in capital spend-
ing. Only “11 of the 37 states” in the study “indicated that 
state master plans included capital spending,” while 15 of 
37 states6 (41 percent) surveyed by CPUPC in 2006 indi-
cated that “the state does have formulas to measure the 
needs for classroom, research and administrative space” 
(Ness and Tandberg, 335; Potter, v).

Ness and Tandberg use the presence of formula funding 
for higher education general fund appropriations as a 
proxy for the overall extent of systematic resource alloca-
tion to public higher education in a given state. Signifi-
cantly, Ness and Tandberg find that “as a measure of the 
funding process,” “states with formula funding for higher 
education general fund appropriations were associated 
with increased higher education capital spending” (Ness 
and Tandberg, 336). In fact, the increase in capital spend-
ing indicated by “the use of funding formulas to distribute 
general fund appropriations” was of “a larger magnitude 
for the capital expenditures . . . than for general expen-
ditures”—even though the formula used as a proxy was 
for general appropriations, not capital expenditures (Ness 
and Tandberg, 351). As a possible explanation, Ness and 
Tandberg speculate that “the use of funding formulas 
highlights the capital needs for higher education, thereby 
prioritizing higher education capital projects or providing 
legislators with further justification for funding projects in 
their districts” (Ness and Tandberg, 351). 

If the given goal of a stakeholder in 
TRB reform is fiscal responsibility, then 
their support for a more effective 
systemization of the TRB authorization 
process ought to be closely paired with 
an enforceable mechanism for both 
limiting (in amount) and restricting 
(according to merit) the Legislature’s 
TRB authorizations for a given session.

6  The study surveyed 37 respondents, each answering for the state about which they were knowledgeable.
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The Legislature should be wary of any proposal to system-
ize the issuance of TRBs given the correlation between 
systematization of state higher education funding and in-
creases in state capital spending on higher education. If the 
given goal of a stakeholder in TRB reform is fiscal respon-
sibility, then their support for a more effective systemiza-
tion of the TRB authorization process ought to be closely 
paired with an enforceable mechanism for both limiting 
(in amount) and restricting (according to merit) the Legis-
lature’s TRB authorizations for a given session.

Alternatives to Bond Financing for New 
Construction: Better Space Utilization
Higher education will have ongoing needs for new con-
struction, and determining the best, most efficient ways of 
financing that construction will remain important. Even 
so, emerging methods and technologies can help schools 
better utilize existing space and thus reduce the need for 
new campus construction. In fact, it has been argued that 
the dearth of TRB authorizations between 2007 and 2014 
helped push higher education to make advances in in-
creased space utilization and online learning (HB 100 Bill 
Analysis, 6).

Space Utilization Efficiency
Much of the recent attention given to TRBs in Texas can 
be attributed to growing public criticism of “a decade-long 
spending binge” across the nation—variously referred to 
as “the Edifice Complex,” “the Law of More,” or “Taj Mahal 
syndrome,” among others—that “has left colleges and uni-
versities saddled with large amounts of debt” for a series 
of “inordinately lavish” buildings constructed for the sake 
of attracting students (Martin). According to a joint study 
on the subject by Bain & Company and Sterling Partners, 
“Many institutions have operated on the assumption that 
the more they build, spend, diversify and expand, the more 
they will persist and prosper. But instead, the opposite 
has happened: institutions have become overleveraged” 
(Martin). The most frequently cited examples of this phe-
nomenon—five-star dormitories, gourmet dining halls, 
state-of-the-art stadiums—are usually auxiliary buildings 
which, because they can generate their own revenue, are 
not typically financed with TRBs. Nevertheless, the nation-
al conversation about extravagant construction projects on 
college campuses has emboldened the public to ask, “Just 
how much campus construction is really necessary for col-
leges and universities to fulfill their missions? Are institu-
tions making efficient use of their existing space?”

The Coordinating Board’s recommendations for TRB re-
form already include the suggestion that the Legislature 

“incentivize the more efficient use of existing space to meet 
capital needs” (Heldenfels, 5). As with deferred mainte-
nance, one can easily guess the purported relationship 
between space use efficiency and the allocation of funds 
for capital projects: “Employing existing campus facilities 
more efficiently will make it less necessary to construct 
new buildings, lowering capital expenditures as well as on-
going maintenance costs” (Lindsay, 4).

As it turns out, the Texas Legislature had been consider-
ing the issue of space efficiency in higher education even 
before it became a major national talking point. In 2008, 
as part of the effort begun by the 79th Legislature in 2005 
to establish a more systematic, data-driven approach to 
evaluating TRBs, the Coordinating Board designated a 
task force that developed the Space Usage Efficiency (SUE) 
score, which assesses “classroom and class laboratory utili-
zation” (THECB 2009, 2). Drawing on past experiences of 
difficulty collecting data from institutions, the Coordinat-
ing Board’s “principal considerations” in designing the SUE 
score were “minimizing administrative burden on the part 
of the institutions” and “ensuring the measure was not only 
useful for the THECB, but also at the institutional level” 
(THECB 2009, 2). 

SUE scores focus on such areas of space use efficiency as 
“classroom and lab utilization, average fill and overall de-
mand” (Branch, 37). In addition to their overall SUE score, 
institutions are given a classroom score and a lab score; this 
is meant to prevent situations where an institution request-
ing much-needed additional space in one area—additional 
lab space, for instance—sees the priority of its request 
affected by its inefficient use of classroom space. Like de-
ferred maintenance, the SUE score is one of many metrics 
used by the Coordinating Board to evaluate TRB requests, 
although, since it is just one of many metrics, “the TRB au-
thorization process may focus less on space utilization than 
on other more immediate considerations” (Branch, 37).
While SUE scores lack an enforcement mechanism when 
it comes to TRB authorizations, the Coordinating Board’s 
consideration of how SUE scores could be used at the in-
stitutional level has already paid dividends, both for the 
institutions involved and for the scoring system itself, by 
gaining the SUE score a reputation for efficacy. Consider 
an anecdote from Chairman Heldenfels’ testimony before 
the Texas House Appropriations Committee:

At the Board’s March Strategic Planning and Policy 
Committee meeting, UT Dallas officials presented on 
the success they have had increasing space utilization 
and efficiency. They underscored some key factors 
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needed to maximize space optimization at an institu-
tion: involvement of all facets and levels of the insti-
tution to increase efficiency in the use of space; the 
understanding of the need to make a cultural change 
in which efficiency is a priority; and the use of data 
and analysis to inform change. As a result of this fo-
cus on efficient use of space, UT Dallas has increased 
the average classroom utilization by 11 percent and 
lab utilization by 19 percent (as measured in hours 
utilized per week) (Heldenfels, 6).

The story of UT Dallas’ use of its SUE score to achieve 
impressive gains in space utilization over a short pe-
riod of time demonstrates the benefit of collaboration 
between stakeholders in higher education. The Coordi-
nating Board could have approached the role of evalu-
ator with only its own immediate purposes in mind, 
designing methods useful only to it and the Legislature. 
Instead, the Coordinating Board designed the SUE 
score in a way that made it accessible to UT Dallas as a 
powerful tool for understanding its own space use ef-
ficiency, without which they might not have investigated 
the matter at all. At UT Dallas, the SUE score did not 
need “teeth” to make its mark on space utilization; the 
institution acted of its own volition, which is incredibly 
encouraging. Unfortunately, individual success stories 
like these are the most that can be expected of metrics 
like the SUE score in the existing TRB authorization 
process. While such activity represents an ideal in one 
sense—institutions taking greater initiative in address-
ing issues like space use efficiency on their own, without 
interference or micromanagement from the Legislature 
and Coordinating Board—the process of waiting for in-
dividual institutional action moves too slowly for those 
who want to see significant, immediate reductions in 
how much the state spends on higher education con-
struction projects.

As an example of how the SUE score could be used to 
more aggressively combat inefficiency in the TRB autho-
rization process, suppose the final TRB omnibus autho-
rization bill passed by the 84th Legislature (HB 100) had 
been amended so that no TRBs were authorized for in-
stitutions with a failing grade in all three SUE categories 
(classroom, lab, and overall). Such an amendment would 
have authorized $606 million less in TRB debt than the 
$3.1 billion authorized by HB 100 as enrolled—a reduc-
tion of 19.5 percent.7 Interest payments on that $606 

million in TRBs for schools failing all three SUE catego-
ries, at 6 percent annually over 20 years, comes to $436 
million, meaning the 84th Legislature could have saved 
the state in excess of one billion dollars over a 20-year 
period—$436 million in interest payments plus $606 
million in principal—by applying an eminently reason-
able SUE score requirement to TRB authorizations in 
2015. This would also have lowered the percentage of 
TRB debt authorized from 54.6 percent of the amount 
requested to 43.92 percent, within two percentage points 
of the relatively modest 42 percent of requested debt that 
was authorized during 2006’s third special session, when 
the 79th Legislature first gave the task of evaluating and 
prioritizing TRB requests to the Coordinating Board.

SUE scores have applications for both short-term reform 
to the TRB authorization process and for that process’s 
long-term systematization. The Coordinating Board’s 
vision in developing the SUE score as a user-friendly 
metric means that simply attaching the SUE scores of 
institutions requesting TRBs to the corresponding bills 
would give Texas legislators additional information to 
help make the difficult decision of which TRB requests 
to authorize and which to deny, without needing to es-
tablish any new statute or process. Eventually, the state 
will need metrics like the SUE score to “balance effective 
accountability . . . with the flexibility and predictability” 
needed to manage one of the nation’s most complex sys-
tems of higher education (Branch, 38).

7 Calculation made using information from the Coordinating Board’s most recent assessment of institutional SUE scores prior 
to the 84th session (THECB 2015a).

The Coordinating Board’s vision in 
developing the SUE score as a user-
friendly metric means that simply 
attaching the SUE scores of institutions 
requesting TRBs to the corresponding 
bills would give Texas legislators 
additional information to help make 
the difficult decision of which TRB 
requests to authorize and which to 
deny, without needing to establish 
any new statute or process.
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Space Utilization through Online Learning

Enrolling more students in online learning, “which 
does not rely heavily on capital construction funding,” 
would reduce schools’ dependence on capital construc-
tion (HB 100 Bill Analysis, 6). Rather than filling-in 
as a direct alternative to TRBs, further integration of 
space-and-capital-efficient online learning into the state’s 
universities would instead make TRBs less necessary in 
the first place: “Clearly, students taking classes online 
lessens the need for new classrooms built of brick and 
mortar” (Lindsay, 4). Such has been the case at Brigham 
Young University-Idaho, where administrators reduced 
costs while growing enrollment by 60 percent between 
2001 and 2011. According to one university official, “By 
not paying for office space, classrooms, and benefits, it’s 
safe to say that it costs us less than half as much to teach 
courses online as it does face-to-face” (Lindsay, 10).

The recent example of the University of Florida’s PaCE 
(Pathway to Campus Enrollment) program shows how 
quickly investment in online learning resources can lead 
to more efficient use of campus resources—space espe-
cially. In 2014, under instruction from the Florida State 
Legislature, the University of Florida (UF) launched 
UF Online, the online learning platform that makes the 
PaCE program possible (Straumsheim). The program—
which was developed “to circumvent [the university’s] 
space issues”—was announced in spring 2015 and was in 
full operation by the following fall (Straumsheim).

In its inaugural semester, the PaCE program admitted 
3,118 applicants to UF’s freshman class, in addition to 
the “approximately 12,000 students offered traditional 
freshman slots” (Strauss). Students offered a position in 
the freshman class through PaCE did not specifically 
apply to the program. In fact, the university did not tell 
applying freshmen about the possibility of being offered 
admission through PaCE, and a number of students 
were upset with the conditions of the program: “They 
were told that the acceptance [to UF] was contingent on 
their agreement to spend their first year taking classes 
online” (Strauss). Only after earning a total of 60 cred-
its—of which up to 45 “may come from previous college 
credits earned through AP, IB, Dual Enrollment or other 
accelerated methods”—are PaCE students admitted to 
campus; until then, they are required to take all of their 
courses online (Strauss). Encouragingly, UF passes some 
of the savings made possible by the program onto the 
PaCE students themselves, who pay just 75 percent of 
what residential students pay for tuition and are ex-
empted from the activity and service fees charged to 

residential students (although this also means that PaCE 
students “do not have automatic access to campus recre-
ation centers”) (Strauss).
The success of online learning programs at Brigham 
Young University-Idaho and the University of Florida 
shows how universities can use online learning to lower 
both the cost of tuition and institutional costs associated 
with capital construction. The expansion of online learn-
ing thus offers a two-pronged approach to reducing uni-
versity dependence on TRBs: Online learning requires 
less capital construction (and hence less in TRB debt) 
than traditional education, and the money that schools 
save when they expand online learning can be used as an 
alternative to TRBs when funding future capital projects.

If online learning is to be leveraged as a means of reducing 
the role TRBs play in financing Texas higher education, 
the process for determining institutional need for addi-
tional TRB funds should be tied in some way to each uni-
versity’s utilization of its online potential—the same way 
the current (non-binding) evaluation process considers 
each university’s space utilization. “Only after these two 
factors”—space usage efficiency and online learning—“are 
accounted for fully can the Legislature know with any 
reasonable degree of certainty whether tuition should be 
raised through tuition revenue bonds” (Lindsay, 4).

Recommendations
The Texas Public Policy Foundation recommends the 
following to address some of the underlying concerns 
about the cost of new construction in higher education, 
particularly as these concerns may be addressed through 
TRB reform:

Attach institutional SUE scores to TRB bills. 
Institutional Space Use Efficiency scores—already devel-
oped by the Coordinating Board—should be attached 
to TRB bills the same way the Legislative Budget Board 
attaches a fiscal note to each piece of legislation.

Authorize TRB requests according to a ranking of 
projects by objective criteria
Informal control of TRB authorization requests could 
be modelled after the 79th Legislature, which consulted 
with the Coordinating Board in order to determine 
which TRBs should be authorized, eventually reject-
ing 58 percent of requested TRB authorization. More 
formally, the Legislature could require all TRB authori-
zation requests to meet Coordinating Board standards 
for (1) existing space utilization by a requesting institu-
tion in its educational and general buildings and facili-
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ties and (2) the percentage of students in a requesting 
institution who enroll in online courses offered by the 
institution.

Examine ways to expand online learning
Besides cultural change at the institutional level to pro-
mote space use efficiency, the best way to reduce new 
capital construction costs in higher education is to pro-
vide student instruction outside of traditional brick and 
mortar settings. Texas should consider ways to improve 
the already rapid development of online education, espe-
cially where the development of online resources is used 
as a strategic alternative to planning for new construc-
tion, as seen at Brigham Young University-Idaho and the 
University of Florida.

Conclusion
With TRBs, the Legislature has a clear duty to carefully 
concern itself with the details of new construction in 
higher education. After all, universities do not lack the 
ability to issue bond debt against their tuition revenue 
on their own via an RFS; to request a TRB authoriza-
tion from the Legislature is to effectively request state 
funds to pay for the project. The Legislature should have 
objective means of comparing project requests available 
to it during its deliberations to determine whether or 

not universities are making the best use of their existing 
facilities and the rapid improvement of online learning 
technologies before authorizing an institution’s TRB re-
quests.

Institutions of higher education have a number of 
strategies at their disposal in pursuing reduced capital 
expenditure costs: space use efficiency, online enroll-
ment, or a more traditional device that Taylor sug-
gested in 1949 “has been most frequently the case in 
the past”—“simply doing without the facility” (Taylor, 
341). In all three cases, a conscious effort on the part 
of both the institutions themselves and policymakers 
to make more limited and efficient the public’s invest-
ments in capital expenditure promises savings for both 
taxpayers and students, in the form of less public debt 
and, at those institutions that choose to pass on some 
of their savings to students, lower tuition. To delay any 
longer much-needed reform to the TRB authorization 
process, or to set out on TRB reform that does not have 
the reduction of public capital expenditure costs as its 
goal, is to perpetuate a financial burden that is increas-
ingly unnecessary for the state and, more important, 
increasingly irresponsible given the millions of Texas 
students struggling to afford college. 
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