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FISCAL SIZE-UP: 2020-21 BIENNIUM

May 2020

'This publication of Fiscal Size-up continues the tradition first instituted in 1952 to report on the budget and other fiscal actions
of each Legislature, and to provide contextual information about the structure, operation, and fiscal condition of Texas state
government. While Fiscal Size-up serves to inform members of the Legislature, state entities, and Texas taxpayers with a
comprehensive review of how tax dollars were directed by the Eighty-sixth Legislature, 2019, this publication was developed
before the impacts of the COVID-19 virus and sharp decrease in oil prices slowed economic activity. These events will have a
profound effect on state and local budgets going forward.

The first three chapters of Fiscal Size-up summarize the overall fiscal condition of the state as it was when the Eighty-sixth
Legislature deliberated the current budget. These opening chapters provide a high-level overview of the 2020-21 biennial state
budget, a description of the major revenue sources and funds, economic indicators for Texas and the U.S., and highlight
legislation passed by the Eighty-sixth Legislature, 2019, that will have a significant fiscal impact. Following this summary, the
subsequent chapters of Fiscal Size-up focus in turn on each function of state government, providing comprehensive descriptions
of programs and services within the state budget. We approach this discussion from the point of view of placing significant
budget issues within the context of programs, activities, and services of the agencies and institutions that support each function.

We continue with this edition to include a stand-alone summary extracted from the broader publication that provides greater
portability and access to key information. Furthermore, certain information also is available in an interactive format online at
www.lbb.state.tx.us/interactive_graphics.aspx. This format enables quick extraction of detail by article, agency, and method of
finance. Tabular and graphic reports are available, and the data are downloadable into spreadsheets in Microsoft Excel. Along
with other Legislative Budget Board publications, the 2020-21 Fiscal Size-up is available on the Legislative Budget Board’s
website at www.lbb.state.tx.us.

The Legislative Budget Board is committed to producing work that is accurate, useful, and accessible. I am grateful for the work
of the Legislative Budget Board staff and also to the many state officials and staff that provided the information necessary to
compile this publication. The presentation of this information and its associated analysis is solely the responsibility of this office.

Jerry McGinty

Director
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1. STATE BUDGET OVERVIEW

This chapter provides an overview of House Bill 1, Eighty-
sixth Legislacure, 2019, referred to as the General
Appropriations Act (GAA). This overview includes other
bills passed by the Eighty-sixth Legislature, 2019, that
appropriate funds. These combined appropriations are
referred to as the state budget for the 2020-21 biennium.
The overview highlights major changes in the budget from
the previous biennium, and incorporates the adjustments to
2018-19 biennial appropriations included in Senate Bill
500, the supplemental appropriations bill.

The budget is categorized into articles that cover certain
areas of state government. For example, Article I is General
Government, Article IT covers Health and Human Services,
and Article IIT is Public and Higher Education. Six
additional articles cover the other areas of government, plus
an article providing general provisions to all state agencies
and institutions.

The Legislature uses four methods of finance to appropriate
funds to state agencies and public institutions of higher
education: General Revenue Funds, General Revenue—

Dedicated Funds, Federal Funds, and Other Funds. All

Funds is the summation of the methods of finance:

¢ General Revenue Funds include the nondedicated
portion of the General Revenue Fund, which is the
state’s primary operating fund. General Revenue
Funds also include the Available School Fund,
the State Instructional Materials Fund, and the
Foundation School Fund;

* General Revenue-Dedicated Funds include
approximately 200 accounts within the General
Revenue Fund that are dedicated for specific
purposes by statute or by the funds-consolidation
process. For example, Account No. 151, Clean Air, is
funded primarily through a portion of motor vehicle
inspection fees and a portion of air pollution control
fees. These Account No. 151 revenues are statutorily
dedicated to the Texas Commission on Environmental
Quality to provide funding for various air quality,
monitoring, and permitting programs;

* Federal Funds include grants, allocations, payments,
or reimbursements received from the federal

government by state agencies and institutions. The
largest portion of federal funding appropriations
are for the Medicaid program in Article II. Other
examples of Federal Funds appropriations include
the Title I Grants to Local Educational Agencies,
National School Lunch Program, Transportation
Grants and National Highway System Funding,
Special Education Basic State Grants, and the
Children’s Health Insurance Program; and

e Other Funds consist of any funds not included in
the General Revenue Fund (dedicated or not) or
Federal Funds. Examples of Other Funds include
the State Highway Fund, the Texas Mobility
Fund, the Property Tax Relief Fund, the Economic
Stabilization Fund, trust funds, bond proceeds, and
Interagency Contracts.

Figures 1 to 14 show the total appropriations for the 2020-
21 biennium by each method of finance for each article
compared to the 2018-19 biennium expenditure or budgeted
level of funding. Included are highlights of major funding
items or significant policy or fiscal issues across the state; a
reconciliation of the base that explains how the previous
biennium’s appropriations have been adjusted during the
2018-19 biennium; an itemization of exceptions to 2020—
21 baseline funding; and examples of factors affecting the
state budget, including budget drivers such as correctional
population and public school daily attendance.

This chapter also provides additional context for
understanding the budget, including an analysis of
trends in state government expenditures, restricted
appropriations, and an explanation of constitutional
limitations on state appropriations.
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FUNDING BY ARTICLE

FIGURE 1
FUNDING BY ARTICLE, ALL FUNDS
(IN MILLIONS) Article Il Article Il Article Vil TOTAL=$248,313.8
Health and Human Services  Agencies of Education . .
Article V Business and
$84,303.8 $95,901.9 . .
34.0% 38.6% Public Safety and Economic Development
Criminal Justice $37,061.1
$12,548.9 14.9%
5.1%
o .00 © . :
Article | Article IV Article VI Article VIIl Article X
General Government Judiciary Natural Resources Regulatory Legislature
$7,452.7 $933.8 $9,012.4 $707.0 $392.2
3.0% 0.4% 3.6% 0.3% 0.2%

SOURCE: Legislative Budget Board.
FIGURE 2
FUNDING BY ARTICLE, ALL FUNDS
(IN MILLIONS) EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
ALL FUNCTIONS 2018-19 2020-21 CHANGE CHANGE
Article | — General Government $7,778.2 $7,452.7 ($325.5) (4.2%)
Article Il — Health and Human Services $83,816.3 $84,303.8 $487.5 0.6%
Atrticle 1l — Agencies of Education $82,214.8 $95,901.9 $13,687.1 16.6%

Public Education $61,315.5 $70,415.8 $9,100.4 14.8%

Higher Education $20,899.4 $25,486.1 $4,586.7 21.9%
Article IV — Judiciary $858.0 $933.8 $75.8 8.8%
Article V — Public Safety and Criminal Justice $18,854.5 $12,548.9 ($6,305.6) (33.4%)
Article VI — Natural Resources $8,474.6 $9,012.4 $537.7 6.3%
Article VII — Business and Economic Development $36,730.4 $37,061.1 $330.7 0.9%
Article VIII — Regulatory $677.8 $707.0 $29.3 4.3%
Article IX — General Provisions $0.0 $0.0 $0.0 N/A
Article X — Legislature $392.8 $392.2 (%0.6) (0.2%)
Total, All Articles $239,797.5 $248,313.8 $8,516.3 3.6%
Amount of Tax Relief ($4,980.0)
Growth Excluding Property Tax Relief $3,536.3 1.5%

NOTES:
(1) Excludes Interagency Contracts.

(2) Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to

rounding.
SOURCE: Legislative Budget Board.
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FIGURE 3
FUNDING BY ARTICLE, GENERAL REVENUE FUNDS
(IN MILLIONS) Article 111 TOTAL=$118,313.5
Article Il Agencies of Education Article V
Health and Human Services §65,714.8 Public Safety and Article VI
$33,643.3 55.5% Criminal Justice Business and
28.4% $12,072.3 Economic Development
10.2% $525.9
0.4%
0 o o [*) ° ° °
Article | Article IV Article VI Article VIII Article X
General Government Judiciary Natural Resources Regulatory Legislature
$4,028.6 $545.7 $1,011.7 $379.2 $392.0
3.4% 0.5% 0.9% 0.3% 0.3%

SOURCE: Legislative Budget Board.
FIGURE 4
FUNDING BY ARTICLE, GENERAL REVENUE FUNDS
(IN MILLIONS) EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
ALL FUNCTIONS 2018-19 2020-21 CHANGE CHANGE
Article | — General Government $3,338.7 $4,028.6 $689.9 20.7%
Article Il — Health and Human Services $34,640.7 $33,643.3 ($997.5) (2.9%)
Article 1ll — Agencies of Education $55,818.7 $65,714.8 $9,896.1 17.7%

Public Education $40,865.0 $49,738.7 $8,873.7 21.7%

Higher Education $14,953.7 $15,976.1 $1,022.5 6.8%
Article IV — Judiciary $491.7 $545.7 $54.0 11.0%
Article V — Public Safety and Criminal Justice $11,545.0 $12,072.3 $527.3 4.6%
Article VI — Natural Resources $910.7 $1,011.7 $101.0 11.1%
Article VII — Business and Economic Development $496.6 $525.9 $29.3 5.9%
Article VIII — Regulatory $351.4 $379.2 $27.7 7.9%
Article IX — General Provisions $0.0 $0.0 $0.0 N/A
Article X — Legislature $392.7 $392.0 ($0.7) (0.2%)
Total, All Articles $107,986.3 $118,313.5 $10,327.1 9.6%
Amount of Tax Relief ($4,980.0)
Growth Excluding Property Tax Relief $5,347.1 5.0%

NoTE: Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to

rounding.
SOURCE: Legislative Budget Board.
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FIGURE 5

FUNDING BY ARTICLE, GENERAL REVENUE-DEDICATED FUNDS

(IN MILLIONS) Artidle Il Article VI TOTAL=56,165.8
Article 11 Agencies of Education Article V Business and
Health and Human Services §2,7249 Public Safety and Economic Development
$528.8 44.2% Criminal Justice $543.6
8.6% $51.1 8.8%
0.8%
QO O @ o Q@ o
e ik oo
enerﬂ$5é)2‘l;rnment $3] ZZZ Natural Resources $32:g/'6
9.4% : 4
SOURCE: Legislative Budget Board.
FIGURE 6
FUNDING BY ARTICLE, GENERAL REVENUE-DEDICATED FUNDS
(IN MILLIONS) EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
ALL FUNCTIONS 2018-19 2020-21 CHANGE CHANGE
Article | — General Government $858.5 $582.2 ($276.2) (32.2%)
Article Il — Health and Human Services $566.9 $528.8 ($38.1) (6.7%)
Atrticle 1l — Agencies of Education $2,822.5 $2,724.9 ($97.6) (3.5%)
Public Education $0.0 $0.0 $0.0 N/A
Higher Education $2,822.5 $2,724.9 ($97.6) (3.5%)
Article IV — Judiciary $141.1 $197.2 $56.2 39.8%
Article V — Public Safety and Criminal Justice $42.0 $51.1 $9.1 21.7%
Article VI — Natural Resources $1,368.7 $1,302.3 ($66.4) (4.8%)
Article VII — Business and Economic Development $571.9 $543.6 ($28.3) (4.9%)
Article VIII — Regulatory $236.1 $235.6 ($0.5) (0.2%)
Article IX — General Provisions $0.0 $0.0 $0.0 N/A
Article X — Legislature $0.0 $0.0 $0.0 N/A
Total, All Articles $6,607.5 $6,165.8 ($441.7) (6.7%)

NoTE: Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to

rounding.
SOURCE: Legislative Budget Board.
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FIGURE 7
FUNDING BY ARTICLE, GENERAL REVENUE FUNDS AND GENERAL REVENUE-DEDICATED FUNDS
(IN MILLIONS) Article 111 TOTAL=$124,479.3
Article 11 Agencies of Education Article V
Health and Human Services $68,439.7 Public Safety and Article VIl
$34,172.0 55.0% Criminal Justice Business and
21.5% $12,123.4 Economic Development
9.7% $1,069.5
0.9%
9 o @ o o . .
Article | ' Article IV Article VI Article VIII Article X
General Government Judiciary Natural Resources Regulatory Legislature
$4,610.9 §742.9 $2,314.1 $614.8 $392.0
3.7% 0.6% 1.9% 0.5% 0.3%

SOURCE: Legislative Budget Board.
FIGURE 8
FUNDING BY ARTICLE, GENERAL REVENUE FUNDS AND GENERAL REVENUE-DEDICATED FUNDS
(IN MILLIONS) EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
ALL FUNCTIONS 2018-19 2020-21 CHANGE CHANGE
Article | — General Government $4,197.2 $4,610.9 $413.7 9.9%
Article Il — Health and Human Services $35,207.6 $34,172.0 (1,035.6) (2.9%)
Article 1l — Agencies of Education $58,641.2 $68,439.7 9,798.5 16.7%

Public Education $40,865.0 $49,738.7 8,873.7 21.7%

Higher Education $17,776.1 $18,701.0 924.9 5.2%
Article IV — Judiciary $632.8 $742.9 110.2 17.4%
Article V — Public Safety and Criminal Justice $11,587.0 $12,123.4 536.4 4.6%
Article VI — Natural Resources $2,279.4 $2,314.1 34.7 1.5%
Article VII — Business and Economic Development $1,068.5 $1,069.5 1.0 0.1%
Article VIII — Regulatory $587.5 $614.8 27.2 4.6%
Article IX — General Provisions $0.0 $0.0 0.0 N/A
Article X — Legislature $392.7 $392.0 (0.7) (0.2%)
Total, All Articles $114,593.8 $124,479.3 $9,885.4 8.6%
Amount of Tax Relief ($4,980.0)
Growth Excluding Property Tax Relief $4,905.4 4.3%

NoTE: Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to

rounding.
SOURCE: Legislative Budget Board.
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FIGURE 9
FUNDING BY ARTICLE, FEDERAL FUNDS

(IN MILLIONS) Article 11 ) TOTAL=$86,453.8

Health and Human Services ) Ar.hcle vii
$48,796.5 Article 1l Article V Business and
56.4% Agencies of Education Public Safety and Economic Development
$14,512.3 Criminal Justice $15,174.5
16.8% $271.1 17.6%
0.3%
° D -0 @
Article | Article 1V Aricle VI Article VIII
General Government Judiciary Natural Resources Regulatory
§1,376.9 836 $6,307.8 $111
1.6% 0.004% 7.3% 0.01%

SOURCE: Legislative Budget Board.
FIGURE 10
FUNDING BY ARTICLE, FEDERAL FUNDS
(IN MILLIONS) EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
ALL FUNCTIONS 2018-19 2020-21 CHANGE CHANGE
Article | — General Government $1,264.0 $1,376.9 $112.9 8.9%
Article Il — Health and Human Services $46,421.5 $48,796.5 $2,374.9 5.1%
Atrticle 1ll — Agencies of Education $10,802.4 $14,512.3 $3,709.9 34.3%

Public Education $10,519.6 $10,727.2 $207.6 2.0%

Higher Education $282.8 $3,785.1 $3,502.3 1,238.4%
Article IV — Judiciary $4.0 $3.6 ($0.4) (10.7%)
Article V — Public Safety and Criminal Justice $6,747.9 $271.1 ($6,476.8) (96.0%)
Article VI — Natural Resources $3,823.5 $6,307.8 $2,484.3 65.0%
Article VII — Business and Economic Development $14,715.6 $15,174.5 $458.9 3.1%
Atrticle VIII — Regulatory $12.6 $11.1 ($1.6) (12.4%)
Article IX — General Provisions $0.0 $0.0 $0.0 N/A
Article X — Legislature $0.0 $0.0 $0.0 N/A
Total, All Articles $83,791.7 $86,453.8 $2,662.1 3.2%

NoTE: Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to
rounding.
SOURCE: Legislative Budget Board.
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FIGURE 11
FUNDING BY ARTICLE, OTHER FUNDS

Article VII

(IN MILLIONS) _ TOTAL=$37,380.8
. Business and
Article I Economic Development
Article I Agencies of Education Armle v $20 817,
Health and H Servi $12,949.9 Public Safety and 5579
ealth and Human Services 34.6% Criminal Justice 1%
$1,335.3 $1545
3.6% p
’ 0.4%
o o ° o ° .
Article | Article IV Article VI Article VIII Ar.ticle X
General Government Judiciary Natural Resources Regulatory Legislature
$1,464.9 $187.2 $390.5 $81.2 §0.2
39% 0.5% 1.0% 0.2% 0.0%

SOURCE: Legislative Budget Board.
FIGURE 12
FUNDING BY ARTICLE, OTHER FUNDS
(IN MILLIONS) EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
ALL FUNCTIONS 2018-19 2020-21 CHANGE CHANGE
Article | — General Government $2,317.0 $1,464.9 ($852.1) (36.8%)
Article Il — Health and Human Services $2,187.1 $1,335.3 ($851.8) (38.9%)
Article Il — Agencies of Education $12,771.2 $12,949.9 $178.6 1.4%

Public Education $9,930.8 $9,949.9 $19.1 0.2%

Higher Education $2,840.4 $3,000.0 $159.6 5.6%
Article IV — Judiciary $221.2 $187.2 ($34.0) (15.4%)
Article V — Public Safety and Criminal Justice $519.7 $154.5 ($365.2) (70.3%)
Article VI — Natural Resources $2,371.8 $390.5 ($1,981.3) (83.5%)
Article VII — Business and Economic Development $20,946.3 $20,817.1 ($129.2) (0.6%)
Article VIII — Regulatory $77.6 $81.2 $3.6 4.6%
Article IX — General Provisions $0.0 $0.0 $0.0 N/A
Article X — Legislature $0.1 $0.2 $0.1 133.0%
Total, All Articles $41,412.0 $37,380.8 ($4,031.2) (9.7%)

NoOTES:

(1) Excludes Interagency Contracts.

2)
rounding.

SOURCE: Legislative Budget Board.

Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to
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FIGURE 13

FUNDING BY ARTICLE, GENERAL REVENUE FUNDS, GENERAL REVENUE-DEDICATED FUNDS, AND OTHER FUNDS

(IN MILLIONS) Artile I TOTAL=$161,860.1
. Agencies of Education ) Article VII
Article Il Article V .
) $81,389.6 . Business and
Health and Human Services Public Safety and .
50.3% . - Economic Development
$35,507.4 Criminal Justice $21 886.6
21.9% $12,271.8 ]3’50/'
1.6% 20
o @ . @ o @ . :
Article | " Article IV Article VI Article VIII Article X
General Government Judiciary Natural Resources Regulatory Legislature
$6,075.8 $930.1 $2,704.5 $696.0 $392.2
3.8% 0.6% 1.7% 0.4% 0.2%

SOURCE: Legislative Budget Board.
FIGURE 14
FUNDING BY ARTICLE, GENERAL REVENUE FUNDS, GENERAL REVENUE-DEDICATED FUNDS, AND OTHER FUNDS
(IN MILLIONS) EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
ALL FUNCTIONS 2018-19 2020-21 CHANGE CHANGE
Article | — General Government $6,514.2 $6,075.8 ($438.4) (6.7%)
Atrticle Il — Health and Human Services $37,394.8 $35,507.4 (1,887.4) (5.0%)
Article 1l — Agencies of Education $71,412.4 $81,389.6 9,977.2 14.0%

Public Education $50,795.9 $59,688.6 8,892.7 17.5%

Higher Education $20,616.6 $21,701.0 1,084.5 5.3%
Article IV — Judiciary $854.0 $930.1 76.2 8.9%
Article V — Public Safety and Criminal Justice $12,106.6 $12,277.8 171.2 1.4%
Article VI — Natural Resources $4,651.1 $2,704.5 (1,946.6) (41.9%)
Article VII — Business and Economic Development $22,014.8 $21,886.6 (128.2) (0.6%)
Article VIII — Regulatory $665.2 $696.0 30.8 4.6%
Article IX — General Provisions $0.0 $0.0 0.0 N/A
Article X — Legislature $392.8 $392.2 (0.6) (0.2%)
Total, All Articles $156,005.9 $161,860.1 $5,854.2 3.8%
Amount of Tax Relief ($4,980.0)
Growth Excluding Property Tax Relief $874.2 0.6%

NOTES:
(1) Excludes Interagency Contracts.

(2) Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to

rounding.
SOURCE: Legislative Budget Board.
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HIGHLIGHTS OF THE STATE BUDGET

For the 2020-21 biennium, funding includes the following
key budget items:

SCHOOL FINANCE
AND PROPERTY TAX REFORM

+ A total of $11.5 billion in General Revenue Funds
greater than the amount required by previous law for
public schools is provided to increase public education
funding, including salary increases for classroom
teachers and other educators, provide school district
property tax relief, and reduce recapture. The funding
was contingent upon the enactment of House Bill
3, Eighty-sixth Legislature, 2019, which became
effective September 1, 2019, and includes the
following components:

o $6.5 billion for increased school funding,
including: an increase to the basic allotment to
$6,160; funding to provide salary increases to
teachers, librarians, counselors, nurses and other
school employees; full-day prekindergarten for
eligible students; and major structural reforms to
the school finance system. Districts and charters
are required to spend at least 30.0 percent of their
funding gain from the increased basic allotment

on salary increases;

o $5.0 billion for property tax relief through the
compression of school district tax rates. Tier 1 tax
rates are compressed to at least 93.0 percent, with
additional compression beginning in fiscal year
2021 in districts where property value growth
exceeds 2.5 percent; and

o as a result of the school finance reform in House
Bill 3, recapture payments are projected to
decrease by $3.5 billion during the 2020-21
biennium from what they would have been before
the legislation.

MEDICAID

+ Funding for the 2020-21 biennium includes $66.4
billion in All Funds, including $24.7 billion in
General Revenue Funds and $0.1 billion in General
Revenue—Dedicated Funds, for the Texas Medicaid
program. This amount is an increase of $1.1 billion
in All Funds and a decrease of $1.8 billion in General
Revenue Funds from 2018-19 biennial levels.

« Included in these amounts is $61.5 billion in All

Funds for Medicaid client services, $1.8 billion in All
Funds for programs supported by Medicaid funding,
and $3.1 billion in All Funds for administration of
the Medicaid program and other programs supported
by Medicaid funding. The net increase in Medicaid
funding is due to a $0.8 billion All Funds increase
in Medicaid client services, a $0.2 billion All Funds
increase in other programs supported by Medicaid
funding, and a $0.1 billion All Funds increase in
administrative funding.

Increased All Funds funding for Medicaid client
services supports caseload growth, maintains fiscal
year 2019 average costs for most services, and
provides funding for cost growth associated with
average costs established by the federal government.
Funding also is provided to support community-
based long-term care, including 1,628 additional
waiver slots to reduce interest lists; attendant wage
and rate-enhancement program increases; and
rate increases for consumer-directed services and
certain waivers. Rate increases also are provided for
inpatient services and labor and delivery services
provided by rural hospitals, intermediate care
facilities for individuals with intellectual disabilities,
Texas Health Steps private-duty nursing, and
certain therapy services. These increases are offset by
assumed savings associated with cost containment
of $0.9 billion in All Funds. More favorable
Federal Medical Assistance Percentages result in
a higher proportion of the program being funded
with Federal Funds, more than offsetting increased
General Revenue Funds demand associated with
caseload and costs, resulting in an overall decrease
to General Revenue Funds of $1.8 billion. Full
funding for anticipated increases in cost due to
medical inflation, higher utilization, or increased
acuity is not included. Funding levels also decreased
by $0.1 billion in General Revenue Funds to offset
appropriations made to the Texas Education Agency
to implement the provisions of Senate Bill 11,
Eighty-sixth Legislature, 2019.

Funding amounts for the 2018-19 biennium for
Medicaid client services include supplemental
funding of $4.3 billion in All Funds, including $2.1
billion in General Revenue Funds and $0.1 billion
in Other Funds from the Economic Stabilization
Fund for fiscal year 2019 provided in Senate Bill 500,
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Eighty-sixth Legislature, 2019. Of this amount, $50.0
million was provided for rate increases for children’s
hospitals; although these funds are included in 2018—
19 biennial spending levels, they were appropriated
for a two-year period and it is anticipated that the
Health and Human Services Commission will expend
the funds during the 2020-21 biennium.

TRANSPORTATION

+ Funding provides $31.1 billion in All Funds for

all functions at the Department of Transportation,
which includes the following amounts: an estimated
$5.0 billion in funding from anticipated state sales
tax deposits to the State Highway Fund (SHF)
(Proposition 7, 2015); $3.9 billion in funding
from oil and natural gas tax-related transfers to the
SHEF (Proposition 1, 2014); and all available SHF
funding from traditional transportation tax and fee
revenue sources, estimated to be $9.3 billion for the
2020-21 biennium.

Funding provides $27.2 billion in All Funds
for highway planning and design, right-of-way
acquisition, construction, and maintenance and
preservation. The All Funds amount includes $10.9
billion in Federal Funds; $7.5 billion from traditional
SHF revenue sources; $4.4 billion from Proposition
7, 2015, proceeds and $3.9 billion from Proposition
1, 2014, proceeds for constructing, maintaining,
and acquiring rights-of-way for nontolled public
roadways; and $0.5 billion from the Texas Mobility
Fund and regional toll project revenues.

Funding provides $2.2 billion in All Funds for debt
service payments and other financing costs, including
$1.5 billion in Other Funds from the SHF and the
Texas Mobility Fund; $0.6 billion in Other Funds
from Proposition 7, 2015, SHF proceeds for General
Obligation bond debt service; and $117.0 million
in Federal Funds from Build America Bond interest
payment subsidies.

DISASTER RECOVERY, INFRASTRUCTURE
RESILIENCY, AND FLOOD INFRASTRUCTURE

 Senate Bill 500, Eighty-sixth Legislature, 2019,

provides $3.7 billion from the Economic Stabilization
Fund to fund significant initiatives that address
damage to the state due to Hurricane Harvey, provide
state participation and facilitation of the draw-down

of federal aid programs for local government recovery
efforts, and invest in long-term infrastructure projects
intended to decrease the effects of subsequent
disasters. Funding includes the following areas:

o Hurricane Harvey relief to public schools through
the Foundation School Program - $806.5
million is provided to the Texas Education
Agency to provide 2018-19 biennial funding
to school districts and charter schools affected
by Hurricane Harvey. This amount includes
funds for additional compensatory education-
eligible students, facilities remediation costs,
and amounts to hold schools harmless for
revenue losses due to the loss of students and
local property tax revenue due to the disaster.
Additionally, $636.0 million is provided for
district payments to cover projected tax revenue
losses in the 2020-21 biennium;

o Hurricane Harvey-related facilities damage
recovery at institutions of higher education —
institutions including University of Houston
campuses, Lone Star College, and the University
of Texas at Austin Marine Science Institute are
appropriated $74.8 million for assistance to repair
damaged facilities; and

o Hurricane Harvey-related response reimbursement
and facilities damage recovery at state agencies
— $290.7 million is provided to state agencies,
including the Department of Public Safety, the
General Land Office, the Health and Human
Services Commission, and the Texas Forest Service.
These funds primarily are either to reimburse
agencies for response costs incurred during the
immediate aftermath of Hurricane Harvey or to
provide facilities repair funding.

+ Pursuant to Senate Bill 7, Eighty-sixth Legislature,

2019, Senate Bill 500 provides supplemental
appropriations of $1.68 billion for the Texas
Infrastructure Resiliency Fund and the Flood
Infrastructure Fund for the following purposes:

o state participation in the nonfederal match for
federal Hurricane Harvey recovery programs
— $838.0 million in state funds to assist local
entities in drawing down federal disaster recovery
funds in accordance with the Federal Emergency
Management Agency’s Public Assistance and
Hazard Mitigation grant programs, and long-
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term infrastructure projects by the U.S. Army
Corps of Engineers; and

o flood infrastructure — $840.0 million to the Water
Development Board to develop and fund projects
in accordance with the State Flood Plan.

+ Senate Bill 500 provides $150.0 million to the Texas
Soil and Water Conservation Board to fund the repair
and improvement of earthen dams.

BEHAVIORAL HEALTH

+ Funding includes $4.4 billion in All Funds,
including $3.3 billion in General Revenue Funds
and General Revenue—Dedicated Funds, for non-
Medicaid and Children’s Health Insurance Program
(CHIP) behavioral health services. Funding
supports programs at 23 agencies across six articles,
and includes the following areas: inpatient client
services at state hospitals and community hospitals;
deferred maintenance projects at state mental health
hospitals; outpatient services provided through
local mental health authorities and local behavioral
health authorities; substance abuse prevention,
intervention, and treatment services for adults
and children; mental healthcare and substance
abuse treatment for incarcerated offenders; mental
healthcare services for veterans; the Texas Child
Mental Health Care Consortium established in
Senate Bill 11, Eighty-sixth Legislature, 2019; and

other services.

Medicaid expenditures for behavioral health
services, when including projected cost growth that
is not funded, are estimated to total $3.3 billion
in All Funds for the 2020-21 biennium. CHIP
expenditures, when including projected cost growth
that is not funded, are estimated to total $0.1
billion in All Funds. Total behavioral health-related
funding, including estimated Medicaid and CHIP
expenditures, is estimated to be $7.8 billion in All
Funds for the biennium.

Senate Bill 500, Eighty-sixth Legislature, 2019,
provided the Health and Human Services Commission
(HHSC) with an additional $445.4 million in Other
Funds from the Economic Stabilization Fund (ESF)
during fiscal year 2019 for continued improvements
at the state mental health hospitals. These funds
are included for 2018-19 biennial spending levels;

however, they were appropriated for a two-year period
and it is likely that HHSC will expend the majority of
the funds during the 2020-21 biennium.

+ Funding for non-Medicaid and CHIP behavioral
health services is a decrease of $407.3 million in All
Funds and an increase of $377.2 million in General
Revenue Funds from the 2018—19 biennial level. The
decrease is due primarily to decreases at HHSC in
Federal Funds associated with an assumed reduction
in the Opioid State Targeted Response federal grant
($82.2 million in Federal Funds) and Other Funds
(ESF) appropriated for onetime construction projects
and certain capital repair and renovation projects
at state-funded inpatient mental health facilities,
including $823.8 million from the ESF provided in
Senate Bill 500. These decreases are offset partially by
the following increases:

o $230.9 million in additional General Revenue Funds
at HHSC for behavioral health services, including
community mental health services, substance abuse
services, and inpatient services provided at state and

community mental health hospitals;

o $133.0 million in Other Funds from Revenue
Bond Proceeds for deferred maintenance projects
at the state mental health hospitals;

o $99.0 million in General Revenue Funds provided
to the Texas Higher Education Coordinating
Board for the Texas Child Mental Health Care

Consortium; and

o $47.5 million in additional General Revenue
Funds provided to other state agencies for
various services, including mental healthcare for
incarcerated offenders, mental health workforce
training programs, and expansion of the Texas
Tech Telemedicine Wellness, Intervention, Triage,
and Referral project.

CHILD PROTECTIVE SERVICES

+ Funding of $3.8 billion in All Funds, including $2.2
billion in General Revenue Funds, is provided for
all Child Protective Services (CPS) functions at the
Department of Family and Protective Services. This
amount is an increase of $233.4 million in All Funds
and $155.0 million in General Revenue Funds from
the 2018—19 biennial base.
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+ CPS funding includes a total of $1.9 billion in All

Funds and $0.9 billion in General Revenue Funds
for client services programs, including foster care,
adoption subsidies, permanency care assistance
payments, relative caregiver monetary assistance
payments, and day care. This amount is an increase
of $73.4 million in All Funds and $19.8 million in
General Revenue Funds from the 2018-19 biennial
base, primarily to address Community-based Care
expansion into Regions 1 and 8B and biennializing
expansion into Regions 2 and 8A, provide for
adoption and permanency care assistance payments
caseload growth, and fund rate increases for certain
foster care providers.

Funding includes $1.6 billion in All Funds and $1.2
billion in General Revenue Funds for CPS direct
delivery staff, including services provided through
Community-based Care. This amount is an increase
of $170.1 million in All Funds and $147.3 million
in General Revenue Funds from the 2018-19
biennial base for additional full-time-equivalent
(FTE) positions to reduce caseloads per worker
for most caseworkers. This amount also includes
increased funding and a decrease in FTE positions
to biennialize Community-based Care expansion
that occurred during fiscal year 2019 and expand
Community-based Care into two new regions
(Regions 1 and 8B) and into Stage II in Regions 3B,
2, and 8A.

Funding amounts for the 2018-19 biennium for
CPS include supplemental funding of $0.1 billion in
All Funds for fiscal year 2019 provided in Senate Bill
500, Eighty-sixth Legislature, 2019.

SCHOOL SAFETY

+ Including amounts in Senate Bill 500, Eighty-

sixth Legislature, 2019, and amounts budgeted for
fiscal year 2019, new funding provided for school
safety programs totals $343.5 million in All Funds,
including $231.8 million in General Revenue
Funds and $110.9 million in Other Funds from
the Economic Stabilization Fund (ESF), and $0.8
million in Federal Funds. All Funds appropriations
include the following amounts:

o Health and Human Services Commission —
General Revenue Funds of $8.1 million and
federal funding of $0.8 million to expand

Children’s Community Mental Health; and
General Revenue Funds of $4.6 million for grants
to mental health professionals at local mental
health authorities;

o public education — funding of $100.0 million
from the ESF for school safety infrastructure
enhancements and $10.9 million for school
district  reimbursement  of  post-disaster
expenditures; $100.0 million in General
Revenue Funds for the school safety allotment
provided in Senate Bill 11, Eighty-sixth
Legislature, 2019; and $2.0 million in General
Revenue Funds for customized school safety
programming; and

o higher education — General Revenue Funds
of $99.0 million for the Child Mental Health
Consortium appropriated to the Texas Higher
Education Coordinating Board; $5.0 million for
Texas Tech University Health Sciences Center’s
Telemedicine Wellness Intervention Triage and
Referral Program; and, at Texas State University,
$9.1 million for the School Safety Center and
$4.0 million for Advanced Law Enforcement
Rapid Response Training.

HIGHER EDUCATION FORMULA FUNDING

+ Higher education formulas are supported by
$8.1 billion in General Revenue Funds and
$1.4 billion in General Revenue—Dedicated Funds.
Included in these amounts are an increase of
$913.5 million in General Revenue Funds and a
decrease of $10.8 million in General Revenue—
Dedicated Funds, which primarily is statutory
tuition, from the 2018—19 biennium.

+ 'The general academic institutions Instruction and
Operations (1&0) formula rate increases from
$55.82 during the 2018-19 biennium to $55.85;
the Lamar State Colleges 18O formula rate increases
from $3.53 to $5.12; and the Texas State Technical
Colleges 1&O returned value percentage increases
from 27.6 percent to 36.1 percent. The infrastructure

formula rate for all of these institutions increases

from $5.41 to $5.47.

« The health-related institutions (HRI) formula
appropriations  include new  mission-specific
formulas for the University of Texas (UT)
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Southwestern Medical Center, the University of
Texas Health Science Center (UTHSC) at Houston,
UTHSC at San Antonio, and the University of
Texas Medical Branch at Galveston. The HRI
1&O formula rate increases from $9,431 during
the 2018-19 biennium to $9,622. The HRI
Infrastructure formula rate increases from $6.11 to
$6.14. The HRI Research Enhancement formula
rate increases from 1.16 percent to 1.18 percent.
The HRI Graduate Medical Education formula rate
increases from $5,824 to $5,970. The Cancer Center
Operations formula rate for UT M.D. Anderson
Cancer Center increases from $1,650 to $1,666.
The Chest Disease Center Operations formula rate
for UTHSC at Tyler increases from $187 to $189.

Formula funding for the public community and
junior colleges provides for an increase in the contact
hour rate from $5.40 during the 2018-19 biennium
to $5.44, and an increase in the success point rate
from $171.56 to $202.53. Core operations funding
was maintained at 2018-19 biennial levels.

TEACHER RETIREMENT
AND HEALTH BENEFITS

+ Senate Bill 500, Eighty-sixth Legislature, 2019,
includes a total of $1.1 billion in All Funds greater
than amounts that would have been required for
retirement benefits at the Teacher Retirement
System (TRS) effective before Senate Bill 12, Eighty-
sixth Legislature, 2019. This amount includes
$524.0 million in Other Funds from the Economic
Stabilization Fund (ESF) to increase the state
contribution for the 2020-21 biennium from 6.8
percent to 7.5 percent to achieve actuarial soundness.
It also includes $589.0 million from the ESF for
fiscal year 2019 for an additional onetime payment to
certain TRS annuitants.

The Eighty-sixth Legislature, General Appropriations
Act, 2020-21 Biennium, provides $4.1 billion in
All Funds to provide a state contribution to TRS
retirement benefits equal to 6.8 percent of payroll,
the state contribution rate effective before Senate
Bill 12. Appropriations include $4.1 billion in
General Revenue Funds, $48.8 million in General
Revenue—Dedicated Funds, and $9.1 million in
Other Funds from the Teacher Retirement System
Pension Trust Fund.

+ Retiree health insurance funding totals $1.1 billion

in General Revenue Funds. Funding includes $879.4
million in General Revenue Funds to provide a
statutorily required state contribution to TRS-Care
of 1.25 percent of public education payroll. Funding
also includes $236.3 million greater than statutorily
required amounts in General Revenue Funds to
maintain plan year 2019 TRS-Care premiums and
benefits for the 2020-21 biennium.

Funding for TRS assumes 3.9 percent annual public
education payroll growth across retirement and
TRS-Care strategies and 5.6 percent annual higher
education payroll growth. These assumptions are
based on payroll and method-of-finance trend data.

ADULT INCARCERATION
+ Funding of $6.9 billion in All Funds, including

$6.7 billion in General Revenue Funds and General
Revenue-Dedicated Funds, is provided for the
incarceration, probation, and parole of adult offenders
in the Texas Department of Criminal Justice (TDC]J),
which includes housing, security, classification, food
and necessities, healthcare, and treatment services. All
Funds decreased by $97.7 million for the 2020-21
biennium from the previous biennium and includes
the funding changes:

o a $162.5 million increase for the provision of
offender healthcare, medical capital equipment,
and occupational therapy services for offenders in
the developmental disabilities program;

o a $99.1 million decrease for repair and
rehabilitation of buildings and facilities;

o an $85.7 million increase to restructure the
correctional, institutional parole, parole hearing,
and parole supervision officers’ career ladder and
provide salary increases;

o an $8.4 million increase for 200 additional
sheltered housing beds at the Stiles Unit;

o a $4.8 million increase to expand services in rural
areas for Texas Correctional Office on Offenders
with Medical or Mental Impairments;

o a $4.0 million increase for pretrial diversion
grants to local community supervision and

corrections departments; and
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o a $1.6 million decrease to fund community
supervision and parole to align with Legislative
Budget Board population projections.

+ Senate Bill 500, Eighty-sixth Legislature, 2019,

appropriated the following supplemental amounts
for fiscal year 2019:

o $190.0 million in General Revenue Funds to
fund fiscal year 2019 expenditures for correctional
managed healthcare;

o $30.0 million in General Revenue Funds
for correctional officer overtime during the
2018-19 biennium;

o $54.0 million in Other Funds from the Economic
Stabilization Fund (ESF) for the repair and
rehabilitation of buildings and facilities;

o $38.6 million from the ESF for transfers from
TDCJ to address Hurricane Harvey recovery
during the 2018-19 biennium;

o $26.0 million from the ESF for the installation
of comprehensive video surveillance systems in
TDCJ’s maximum-security units; and

o $24.2 million from the ESF for implementation
of a modern Corrections Information Technology
System for offender management.

HUMAN TRAFFICKING PREVENTION
AND LAW ENFORCEMENT

+ Funding includes an estimated $58.2 million for

the prevention, investigation, and prosecution of
human trafficking-related activities, an increase
of $39.4 million from the 2018-19 biennium.
Funded initiatives include law enforcement;
inspection and prosecution personnel at the
Department of Public Safety, Alcoholic Beverage
Commission, Department of Licensing and
Regulation, Office of the Governor, and the Office
of the Attorney General; and prevention services at
the Department of Family and Protective Services,
the Department of State Health Services, and
the Department of Transportation. Additionally,
a Human Trafficking Coordinating Council is
established to coordinate statewide anti-human-
trafficking efforts.

BORDER SECURITY
+ Funding of $800.6 million in All Funds is provided

to fund border security purposes at nine state
agencies across multiple articles of government. The
majority of this funding, $693.3 million, is provided
to the Department of Public Safety (DPS).

Border security funding maintains support for DPS
personnel at fiscal year 2019 full deployment levels
and eliminates funding for onetime and transitional
expenditures. Significant funding items include the
following: $671.1 million in 2018-19 biennial base
border security funding provided for the border
security initiative, including a 50.0-hour work week
for all DPS commissioned law enforcement officers,
full biennial costs for 22 Texas Rangers, 250 new
troopers and associated support staff, and several
other border security-related initiatives. Funding
also includes $9.3 million for human trafficking
and antigang activities, $7.0 million for Operation
Drawbridge camera maintenance, $0.8 million for a
new Tactical Training Facility in Cameron County,
and $0.5 million in General Revenue Funds for the
Texas Transnational Intelligence Center.

Border security funding also includes $53.5 million
to the Trusteed Programs within the Office of the
Governor for grants to local entities and other
support, $29.0 million to the Parks and Wildlife
Department for enhanced game warden activity,
and funding for investigations, prosecutions, and
other border security-related activities across several

state agencies.

DRIVER LICENSE SERVICES
+ Funding includes $486.3 million in All Funds for

the Department of Public Safety’s driver license
program, which is an increase of $208.0 million in
All Funds from the 2018-19 biennium. Funding
is increased by $51.3 million to reclassify customer
service representatives as license permit specialists
and $141.5 million to add 762.0 FTE positions to
fill all available work stations in current driver license
offices. Additionally, funding is increased for new
driver license offices in Angleton and Denton.

A rider and $1.0 million in General Revenue Funds
was added to the Department of Public Safety’s
bill pattern to direct the agency to contract with
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an independent third party to study and make
recommendations regarding the management,
operating  structure, and opportunities and
challenges of transferring the driver license program
to the Department of Motor Vehicles or becoming a
standalone agency. The study must be submitted to
the Legislature, the Governor, the Sunset Advisory
Commission, the Department of Public Safety,
and the Texas Department of Motor Vehicles by
September 1, 2020.

Pursuant to House Bill 2048, Eighty-sixth
Legislature, 2019, the Driver Responsibility Program
was repealed, resulting in a decrease of $4.4 million
and 43.0 FTE positions in the Enforcement and
Compliance Services strategy.

TRUSTEED PROGRAMS
WITHIN THE OFFICE OF THE GOVERNOR

+ Funding for the Trusteed Programs within the Office
of the Governor totals $1.4 billion in All Funds for
the 2020-21 biennium, a decrease of $220.1 million,
or 13.9 percent, from the 2018-19 biennium.

Funding of $100.0 million from the Economic
Stabilization Fund pursuant to Senate Bill 500,
Eighty-sixth Legislature, 2019, is provided for
disaster grants.

Funding for economic development and jobs creation
isincluded in Strategy C.1.1, Create Jobs and Promote
Texas, which includes programs for economic
development, tourism, film and music marketing, the
Texas Enterprise Fund, military community support,
and the Governor’s University Research Initiative.
Funding in the strategy for various economic
development programs totals $534.2 million in All
Funds for the 2020-21 biennium, including the
following amounts:

o $30.0 million in General Revenue Funds for the
Defense Economic Adjustment Assistance grant
program funding to provide assistance to affected
military defense communities;

o $74.0 million in General Revenue Funds and
$76.0 million in estimated unexpended balances
remaining at the end of fiscal year 2019 in the
Texas Enterprise Fund for incentive grants, a
decrease of $7.3 million in All Funds;

o $17.1 million in General Revenue Funds and
$22.9 million in estimated unexpended balances
remaining at the end of fiscal year 2019 in the
Governor’s University Research Initiative for
recruitment grants, a decrease of $13.3 million in

All Funds;

o $50.0 million in General Revenue Funds
for the Moving Image Industry Incentive
Program, a decrease of $17.2 million in General
Revenue Funds;

o $110.2 million in General Revenue—Dedicated
Funds from Hotel Occupancy Tax deposits for
tourism promotion. This amount maintains the
$34.2 million appropriated for the 2018-19
biennium, plus projected unobligated balances
estimated at $76.0 million; and

o $50.0 million in General Obligation Bond
Proceeds for the Military Value Revolving Loan
Program for loans to defense communities for
economic development projects at the Texas

Military Preparedness Commission.

STATE FACILITIES

+ Funding for the 2020-21 biennium includes an
additional $1.6 billion for projects to address
the repair, renovation, and new construction of
state facilities and historic sites to address health
and safety issues, maintenance, and other state
needs. This amount includes $801.2 million
in Revenue Bond Authority, $273.2 million in
General Revenue Funds, $208.8 million from
the Master Lease Purchase Program, $155.3
million from the State Highway Fund,
$91.3 million from the Sporting Goods Sales
Tax, $32.8 million from the Economic
Stabilization Fund, $20.5 million in Federal
Funds, and $9.8 million in Other Funds.

+ Senate Bill 500, Eighty-sixth Legislature, 2019,
includes $543.9 million to construct new state
hospital facilities, address issues at the battleship
Texas, implement state park repairs, and provide
maintenance at institutions of higher education.
This amount includes $509.9 million from the
Economic Stabilization Fund and $34.0 million in
General Revenue Funds.
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+ 'The following are among the major funded projects:

o $475.2 million in Revenue Bond Authority and
$7.3 million in General Revenue debt service for
the Capitol Complex Phase 2 and North Austin
Complex Phase 2 projects, and $120.2 million
from the General Revenue Fund for deferred
maintenance and health and safety repairs at the

Texas Facilities Commission;

o $445.4 million from the Economic Stabilization
Fund pursuant to Senate Bill 500 for construction
of new state hospital facilities, and $208.8 million
from the Master Lease Purchase Program and
$14.8 million in General Revenue debt service for
deferred maintenance repairs at the Health and
Human Services Commission;

o $326.0 million in Revenue Bond Authority and
$23.8 million in State Highway Fund debt service
for the Texas Department of Transportation’s
Austin-area campus consolidation project.

o $131.5 million from the State Highway Fund
for repair and  rehabilitation, facility
construction, and land acquisition at the Texas
Department of Transportation;

o $99.3 million from the Sporting Goods Sales
Tax and from the General Revenue—Dedicated
Fund Account No. 9, Game, Fish and Water
Safety, for planning, repair, and rehabilitation of
facilities, and $35.5 million from the Economic
Stabilization Fund to address battleship
Texas repairs at the Texas Parks and Wildlife
Department; and

o $54.0 million in General Revenue Funds
for deferred maintenance and health and
safety projects at the Texas Department of
Criminal Justice.

JUDICIAL COMPENSATION INCREASE

+ Funding includes $30.0 million in All Funds,

including $29.3 million in General Revenue Funds
and $0.7 million in Federal Funds, to provide
for increased judicial compensation pursuant to
House Bill 2384, Eighty-sixth Legislature, 2019.
The legislation establishes a tiered, tenure-based
structure to adjust the state salaries for certain state

judge and prosecutor positions to a percentage
of the state-based salary of a district court judge
depending on years of service. The legislation also
relates the state salary of presiding judges, certain
family court associate judges, county prosecutors,
professional prosecutors, and the state prosecuting
attorney to the state base salary of a district judge
with comparable years of service.

+ Funding of $24.0 million in General Revenue
Funds is provided to the Judiciary Section,
Comptroller’s  Department  for  increased
compensation for the district judge and district and
county attorney positions.

+ Funding of $3.8 million in General Revenue Funds is
provided to the Supreme Court of Texas, the Court of
Criminal Appeals, the 14 Courts of Appeals, and the
Office of the State Prosecuting Attorney for increased
compensation for the chief justice, presiding judge,
justice, and state prosecuting attorney positions.

+ Funding of $2.2 million in All Funds, including $1.5
million in General Revenue Funds and $0.7 million
in Federal Funds, is provided to the Office of Court
Administration, Texas Judicial Council, for child
protection court and child support court associate
judge positions.

STATE EMPLOYEE RETIREMENT,
HEALTH BENEFITS, SOCIAL SECURITY,
AND FULL-TIME-EQUIVALENT POSITIONS

+ Funding of $1.3 billion in All Funds, including
$973.2 million in General Revenue Funds and
General Revenue-Dedicated Funds, is provided for
the state contribution to the Employees Retirement
System of Texas retirement program. This amount is
an increase of $55.0 million in All Funds, including
$44.2 million in General Revenue Funds and
General Revenue-Dedicated Funds, for state agency
employees retirement benefits, due to assuming 0.5
percent annual payroll growth and selected salary
and staffing increases. Funding provides for a 9.5
percent state contribution rate for each fiscal year of
the 2020-21 biennium. Funding also continues the
additional retirement contribution from all general
state agencies at 0.5 percent of the total base wages
and salaries for each eligible employee for a total
combined state contribution of 10.0 percent.
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+ Funding of $4.2 billion in All Funds, including
$3.0 billion in General Revenue Funds and General
Revenue—Dedicated Funds, is provided for the state
contribution for group insurance benefits for general
state employees, retirees, and their dependents. The
funding is an increase of $211.3 million in All Funds,
including $147.8 million in General Revenue Funds
and General Revenue—Dedicated Funds, driven by
assumed active and retired member growth. Funding
does not provide a per-member contribution rate
increase and instead relies upon the agency spending
down the contingency reserve fund, which historically
has achieved high fund balances due to savings in
health plan contracts.

Funding of $143.5 million in General Revenue
Funds is provided for health insurance
contributions for local community supervision
and correction department employees, retirees,
and dependents that also participate in the state’s
Group Benefits Program. Funding provides an
increase of $4.4 million.

Funding of $1.9 billion in All Funds, including
$1.5 billion in General Revenue Funds and General
Revenue—Dedicated Funds, is provided for the state
contribution for Social Security payroll taxes for
employees of state agencies and institutions of higher
education, an increase of $105.0 million. Funding is
sufficient to provide the 6.2 percent Social Security
employer contribution and the 1.45 percent Medicare
employer contribution.

Funding provides for 218,489.6 and 218,370.7 FTE
positions for fiscal years 2020 and 2021, respectively.
The number of FTE positions for fiscal year 2021 is
an increase of 1,698.8 positions from fiscal year 2019
budgeted levels, to align with funding levels.

DEBT SERVICE

+ Funding for the 2020-21 biennium fully funds debt
service and totals $4.2 billion in All Funds. This
amount is a decrease of $69.3 million, or 1.6 percent,
from the 2018-19 biennium. Funding provides for
debt service for General Obligation and revenue
debt issued, or expected to be issued, by the Texas
Public Finance Authority, the Facilities Commission,
the Water Development Board, the Department of
Transportation, and the Office of the Governor.

Funding also provides for reimbursement of debt
service payments for tuition revenue bonds issued by
various institutions.

ECONOMIC STABILIZATION FUND
+ House Bill 1, Eighty-sixth Legislature, 2019,

contains no new appropriations from the Economic
Stabilization Fund for the 2020-21 biennium.
Senate Bill 500, Eighty-sixth Legislature, 2019,
includes appropriations of $4,867.7 million from
the Economic Stabilization Fund for fiscal year 2019
and $1,160.0 million for the 2020-21 biennium.
The resulting cash balance of the fund plus the total
asset value of investments is estimated to be $9,352.9
million at the end of fiscal year 2021.

STRATEGIC FISCAL REVIEW

+ Eleven state agencies were subject to the Strategic

Fiscal Review (SFR) in preparation for the Eighty-
sixth Legislature, 2019. The public service nonformula
support items of institutions of higher education also
were subject to the SFR. The SFR provided an in-
depth analysis of the selected state agency programs
and their relationships to the agency’s mission and
statutes. Legislative Budget Board staff analysis that
resulted from this review was made available to the
members of the Legislature to aid in their budget and
policy deliberations.

The following agencies were subject to the Strategic
Fiscal Review:

o State Office of Risk Management;

o Health and Human Services Commission —
Office of Inspector General;

o Teacher Retirement System;

o Texas A&M Veterinary Medical
Diagnostic Laboratory;

o Institutions of Higher Education Public Service
Nonformula Support Items;

o Office of Court Administration,
Texas Judicial Council;

o Alcoholic Beverage Commission;

o Military Department;
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o Animal Health Commission;
o Parks and Wildlife Department;
o Workforce Commission; and

o Department of Licensing and Regulation.
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BIENNIAL COMPARISON
BY FUND SOURCE

Figure 15 shows a comparison of biennial amounts for each

of the four fund sources, or methods of finance, in the state
budget. Estimated and budgeted amounts for the 2018-19

biennium refer to agency-estimated expenditures for fiscal
year 2018 and agency-budgeted amounts for fiscal year 2019.
Amounts for the 2020-21 biennium refer to all appropriations
made for the biennium. Percentage amounts represent the
percentage of the entire biennial budget represented by that
fund source.

FIGURE 15

BIENNIAL COMPARISON BY SOURCE OF 2018-19 EXPENDED/BUDGETED FUNDS AND 2020-21 APPROPRIATED FUNDS

(IN MILLIONS)

$140,000 -
$118,313.5

$107,986.3 (47.6%)

$120,000 (85.0%)

$100,000 -
$80,000 -
$60,000 -
$40,000 -

$20,000

$0

$6,607.5 $6,165.8
(2.8%) (2.5%)

$83,791.7 $86,453.8
(34.9%) (34.8%)

$41,412.0
(17.3%)

$37,380.8
(15.1%)

GENERAL REVENUE FUNDS GENERAL REVENUE—DEDICATED FUNDS OTHER FUNDS FEDERAL FUNDS

[ 2018—19 Expended/Budgeted

NoTEe: Other Funds excludes Interagency Contracts.
SOURCE: Legislative Budget Board.

m 2020—21 Appropriated
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APPROPRIATED, ESTIMATED,
AND BUDGETED FUNDS COMPARISON

During each biennium, circumstances may result in variances

to state agency expenditures (i.e., expended and budgeted
amounts) from the amounts appropriated by the Legislature.
Typically, these changes result from changes in population,
client demands, or unforeseen events such as natural disasters,
changes to federal formulas, grant requirements, or increased
or decreased available revenue or balances supporting
legislative appropriations. Often, these incremental changes
to the current biennial budget are authorized by existing law,
cither through the Texas Constitution or the General

Appropriations Act, and do not require legislative action.
However, some expenditure changes require further action
by the Legislature in the form of a supplemental
appropriations bill.

Projected expended and budgeted amounts for the 2018-19
biennium increased by approximately $23.2 billion, or 10.7
percent, in All Funds. This amount consists of a net increase
of $1.6 billion (1.4 percent) in General Revenue Funds and
General Revenue—Dedicated Funds, and a net increase of
$21.6 billion (20.7 percent) in other funding sources (Federal
Funds and Other Funds). Figure 16 shows the most
significant changes.

FIGURE 16

RECONCILIATION OF INITIAL 2018-19 BIENNIAL APPROPRIATIONS TO 2018-19 EXPENDED AND BUDGETED AMOUNTS

(IN MILLIONS)

GENERAL REVENUE
FUNDS AND GENERAL
REVENUE-DEDICATED

FUNDS ALL FUNDS

2018-19 Biennial Appropriations as Published in the Fiscal Size-Up

$112,958.6 $216,608.3

BUDGET ADJUSTMENTS

General Government

Comptroller of Public Accounts: unexpended balances from fiscal year 2017 $24.7 $29.9

Fiscal Programs within the Office of the Comptroller of Public Accounts: supplemental $0.0

$211.0

appropriations from the Economic Stabilization Fund for the Texas Tomorrow Fund

Texas Facilities Commission (TFC): unexpended balances from fiscal year 2017 for Capitol $0.0

Complex Revenue Bond Proceeds

$743.0

TFC: unexpended balances from fiscal year 2017 for General Revenue—Dedicated Account $28.3 $28.3

No. 5166, Deferred Maintenance

Trusteed Programs within the Office of the Governor: unexpended balances from fiscal year

2017

Trusteed Programs within the Office of the Governor: supplemental appropriations from the $0.0

Economic Stabilization Fund for Disaster Grants

$220.9 $262.4

$100.0

Office of the Attorney General: an increase in estimated General Revenue Funds $23.9 $23.9
appropriations relating to federal incentives for the Child Support Retained Collection

Account

Health and Human Services

Health and Human Services Commission (HHSC): supplemental appropriations from

$1,875.7 $4,122.8

General Revenue Funds and the Economic Stabilization Fund for Medicaid Client Services,
including a rate increase for children’s hospitals, partially offset by transfers to other

programs

HHSC: a net decrease in estimated appropriations for Medicaid Client Services resulting

($265.0) ($303.6)

from decreased Medicaid program-generated revenue ($265.0 million in General Revenue
Funds and General Revenue-Dedicated Funds and $38.6 million in Other Funds)

HHSC: an increase in estimated General Revenue Funds appropriations for Women'’s Health $88.9 ($2.7)
Programs including replacing Medicaid Federal Funds not collected during fiscal year 2019

($90.0 million) and supplemental appropriations for fiscal year 2019 ($10.3 million) partially

offset by lapses during fiscal year 2018 ($7.4 million) and a realignment of funding for

Title V ($3.2 million); additionally, estimated Federal Funds for Women'’s Health Programs

decreased resulting in a small net All Funds decrease
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FIGURE 16 (CONTINUED)
RECONCILIATION OF INITIAL 2018-19 BIENNIAL APPROPRIATIONS TO 2018-19 EXPENDED AND BUDGETED AMOUNTS

GENERAL REVENUE
FUNDS AND GENERAL
REVENUE-DEDICATED
(IN MILLIONS) FUNDS ALL FUNDS

BUDGET ADJUSTMENTS

Health and Human Services (continued)

HHSC: an increase in estimated General Revenue Funds appropriations and estimated $110.0 $519.8
Federal Funds appropriations for Disaster Assistance to respond to Hurricane Harvey,
including the administration of Other Needs Assistance

HHSC: supplemental appropriations from General Revenue Funds ($57.0 million) and the $6.1 $456.9
Economic Stabilization Fund ($443.4 million), partially offset by a net decrease due to other

adjustments including transfers to other Health and Human Services agencies and women'’s

health programs, transfers from Medicaid, Federal Fund adjustments, and lapses

Funds for X-linked adrenoleukodystrophy newborn screening ($7.9 million) and the $7.9 $36.9
Economic Stabilization Fund for emergency laboratory generators ($12.0 million) and trauma
capacity ($17.0 million)

Department of State Health Services: an increase in estimated Federal Funds for Hurricane $4.7 $152.2
Harvey ($21.2 million) and other increases, transfers, and lapses

Department of Family and Protective Services (DFPS): relating to client services programs; $100.9 $103.8
net increase in All Funds related to supplemental appropriations, internal and external

transfers, and lapses including day care (an $8.3 million decrease in General Revenue

Funds offset by a $26.8 million increase in Federal Funds), foster care ($89.0 million

in General Revenue Funds and $1.9 million in Federal Funds), adoption subsidy and

permanency care assistance (a $2.6 million decrease in General Revenue Funds partially

offset by a $1.8 million increase in Federal Funds), and relative caregiver (a $22.8 million

increase in General Revenue Funds offset by a $27.6 million decrease in Federal Funds)

DFPS: relating to purchased client services programs; supplemental appropriations from $40.3 $37.3
General Revenue Funds ($21.3 million) and internal transfers ($19.0 million) partially offset
by a decrease in Federal Funds ($3.0 million)

DFPS: A net decrease in General Revenue Funds, including amounts transferred to ($51.8) ($72.1)
client services and purchased client services, a transfer from HHSC, lapses, and other
adjustments

Public and Higher Education

Teacher Retirement System: supplemental appropriation from the Economic Stabilization $0.0 $589.0
Fund for onetime bonus annuity payments

Optional Retirement Program: a decrease in estimated General Revenue Funds ($47.7) ($47.7)
appropriations

Texas Education Agency (TEA): estimated Foundation School Program appropriations ($1,056.7) ($1,056.7)

funded with General Revenue Funds decreased by $849.7 million through the operation

of entittlement formulas, primarily attributable to less-than-anticipated student enroliment
growth. General Revenue Funds appropriations decreased by $271.3 million for certain
costs funded from the Economic Stabilization Fund. General Revenue Funds decreases are
offset partially by a $64.3 million General Revenue Funds increase required by less-than-
anticipated collections of non-General Revenue Funds revenue sources for the Foundation
School Program (a decrease of $162.6 million in the Property Tax Relief Fund, partially offset
by an increase of $98.3 million in recapture)

TEA: Senate Bill 500, Eighty-sixth Legislature, 2019, increased General Revenue Funds $401.1 $401.1
appropriations for the Foundation School Program by $169.1 million for maintenance of

financial support for special education and $50.5 million for special education supports.

General Revenue Funds appropriations also increased from an unexpended balance carried

forward from fiscal year 2017 for instructional materials of $169.6 million and the net effect of

several smaller unexpended balances for an additional General Revenue Funds net increase

of $11.9 million
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FIGURE 16 (CONTINUED)
RECONCILIATION OF INITIAL 2018-19 BIENNIAL APPROPRIATIONS TO 2018-19 EXPENDED AND BUDGETED AMOUNTS

GENERAL REVENUE
FUNDS AND GENERAL
REVENUE-DEDICATED
(IN MILLIONS) FUNDS ALL FUNDS

BUDGET ADJUSTMENTS

Public and Higher Education (continued)

TEA: estimated Federal Funds increased by the net impact of several federal funding $0.0 $880.3
streams being greater or less than anticipated, but primarily is attributable to Child Nutrition

increases. Other Funds increased, primarily attributable to Senate Bill 500 appropriations

from the Economic Stabilization Fund of $806.5 million for the Foundation School

Program related to expenses related to Hurricane Harvey, $100.0 million for school safety

infrastructure, $10.9 million for Santa Fe Independent School District funding, and $98.3

million in recapture revenue, partially offset by a decrease of $162.6 million from the Property

Tax Relief Fund

Available University Fund: an increase in estimated Other Funds appropriations $0.0 $224.3

Texas A&M Forest Service: supplemental appropriations from the Economic Stabilization $0.0 $57.7
Fund for expenses related to Hurricane Harvey ($2.5 million) and wildfires ($54.9 million)

Texas State Technical College System Administration: supplemental appropriations from $29.6 $29.6
General Revenue Funds for the abatement and demolition of certain facilities on the
system’s Waco campus

Public Safety and Criminal Justice

Department of Public Safety: supplemental appropriations from General Revenue Funds $5.8 $6,226.9
for crime laboratories ($5.8 million) and supplemental appropriations from the Economic

Stabilization Fund for helicopter replacement ($6.3 million) and Hurricane Harvey Transfer

Replacement Funds ($97.0 million); increased Federal Funds for Hurricane Harvey Public

Assistance and Hurricane Harvey Hazard Mitigation grants ($6,117.9 million)

Texas Department of Criminal Justice: supplemental appropriations from General Revenue $220.0 $362.8
Funds for Correctional Managed Health Care ($190.0 million) and correctional officer

overtime ($30.0 million). Supplemental appropriations from the Economic Stabilization Fund

for Corrections Information Technology System Project ($24.2 million), Hurricane Harvey

Transfer Replacement Funds ($38.6 million), repair and rehabilitation of buildings and

facilities ($54.0 million), and surveillance cameras ($26.0 million)

Natural Resources and Judiciary

General Land Office: supplemental appropriations from the Economic Stabilization Fund for $0.0 $2,143.4
the Army Corps of Engineers ($200.0 million), an increase in estimated Federal Funds for

Community Development Block Grants ($1,193.8 million), Disaster Grants Public Assistance

($209.6 million), and Federal Emergency Management Agency (FEMA) Federal Disaster

Assistance to Individuals and Households ($540.0 million)

Texas Parks and Wildlife Department: an increase in estimated Federal Fund appropriations $0.0 $154.4
($100.9 million) and supplemental appropriations from the Economic Stabilization Fund
including the battleship Texas ($35.5 million), Hurricane Harvey expenses ($8.0 million),
interoperable radio purchases ($5.0 million), and the Wyler aerial tramway ($5.0 million)

Texas State Soil and Water Conservation Board: supplemental appropriations from the $0.0 $150.0
Economic Stabilization Fund for dam infrastructure projects

Texas Water Development Board: supplemental appropriations from the Economic $0.0 $1,478.0
Stabilization Fund for flood infrastructure projects ($793.0 million), FEMA Public Assistance

Grant Program ($365.0 million), FEMA Match Hazardous Mitigation Grant Program ($273.0

million), and State Flood Risk Maps and Flood Plan ($47.0 million)

Texas Commission on Environmental Quality: transfer to the Texas Division of Emergency $90.0 $90.0
Management relating to effects of Hurricane Harvey

Texas Department of Agriculture: lapse of federal receipts for various federal food and $0.0 ($150.9)
nutrition programs
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FIGURE 16 (CONTINUED)

RECONCILIATION OF INITIAL 2018-19 BIENNIAL APPROPRIATIONS TO 2018-19 EXPENDED AND BUDGETED AMOUNTS

(IN MILLIONS)

GENERAL REVENUE
FUNDS AND GENERAL
REVENUE-DEDICATED

FUNDS

ALL FUNDS

BUDGET ADJUSTMENTS

Business and Economic Development

Texas Workforce Commission: an increase in estimated Federal Funds appropriations
primarily for Child Care and Development Block Grants

Texas Department of Housing and Community Affairs: an increase in federal awards,
including the HOME Investment Partnerships Program, the National Housing Trust Fund,
and the Low-Income Home Energy Assistance Program

Texas Lottery Commission: an increase in estimated General Revenue—Dedicated Funds
for the lottery operator contract, retailer commissions, compliance monitoring, and other
activities resulting from increased projected lottery sales

Texas Department of Transportation (TxDOT): unexpended balances from fiscal year 2017
for design-build transportation project payouts ($148.6 million) and aviation services grants
and information resource technology projects ($44.7 million)

TxDOT: an increase in estimated Federal Funds appropriations for transportation projects
($559.8 million) and increase in estimated Other Funds appropriations for state sales tax
revenue allocation for transportation projects ($1,760.9 million), oil and natural gas tax
related revenue allocation for transportation projects ($816.5 million), Highway Improvement
General Obligation (GO) Bond Proceeds for transportation projects ($575.0 million), Texas
Mobility Fund funding for transportation projects ($371.4 million), Texas Mobility Fund bond
proceeds for transportation projects ($283.3 million), and state sales tax revenue allocation
for Highway Improvement GO bond debt service payments ($235.6 million)

TxDOT: a lapse of State Highway Fund appropriations for highway maintenance contract
payouts ($326.2 million) and bond proceeds for transportation projects ($257.4 million)

TxDOT: supplemental appropriations from the Economic Stabilization Fund for
Transportation Infrastructure Fund grants ($125.0 million) and emergency and first responder
airport facilities ($5.0 million)

State Contributions for Employee Benefits

A decrease in estimated state contributions for employee health insurance (General
Revenue Funds and General Revenue—Dedicated Funds of $199.9 million, All Funds of
$170.4 million); retirement ($49.3 million, $23.2 million); Social Security ($70.1 million, $44.7
million); and benefit replacement pay ($3.5 million, $4.8 million)

Various Other Adjustments
Other Adjustments
Subtotal, Adjustments

Total, Estimated/Budgeted Funds for the 2018—19 Biennium

NoTE: Totals may not sum due to rounding.
SOURCE: Legislative Budget Board.

$0.0

$0.0

$42.7

$0.0

$0.0

$0.0

$0.0

($322.8)

$57.8
$1,635.2

$114,593.8

$503.8

$77.0

$42.7

$193.3

$4,602.6

($583.5)

$130.0

($243.1)

$484.5
$23,189.3

$239,797.5
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APPROPRIATIONS FOR ITEMS
WITH 2020-21 BASELINE
FUNDING EXCEPTIONS

In June 2018, the Office of the Governor, Budget Division,
and the Legislative Budget Board provided guidance to
state agencies and institutions of higher education
regarding the preparation of their 2020-21 biennial
legislative appropriations requests. As a starting point

for budget deliberations, an agency’s baseline request
for General Revenue Funds and General Revenue—
Dedicated Funds were prohibited from exceeding the sum
of amounts estimated for fiscal year 2018 and budgeted
for fiscal year 2019. Authorized exceptions to this
restriction include amounts necessary to fund certain
entitlement and other programs, debt service, and employee
benefits. 2020-21

recommended amounts for those program exceptions

Figure 17 shows the biennial

identified in the June 2018 correspondence.

FIGURE 17

PROGRAMMATIC EXCEPTIONS TO THE BASELINE FUNDING, GENERAL REVENUE FUNDS AND GENERAL REVENUE-DEDICATED

FUNDS ONLY, 2020-21 BIENNIUM

EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
BUDGET ADJUSTMENTS (IN MILLIONS) 2018-19 2020-21 CHANGE CHANGE
Health and Human Services
Medicaid $24,293.5 $22,307.7 ($1,985.8) (8.2%)
Children’s Health Insurance Program $140.4 $422.8 $282.4 201.1%
Foster Care $468.9 $480.5 $11.6 2.5%
Adoption Subsidies $258.4 $247.2 ($11.2) (4.3%)
Permanency Care Assistance $27.5 $35.1 $7.6 27.6%
Child Protective Services (2) $1,293.5 $1,440.5 $147.0 11.4%
Behavioral Health Services (3) $2,954.3 $3,331.4 $377.1 12.8%
Public Education
Foundation School Program $33,750.2 $42,803.9 $9,053.7 26.8%
Employer Contributions for State Pension Systems $3,953.9 $4,106.5 $152.6 3.9%
(Teacher Retirement System — pension only)
Employer Contributions for State Pension Systems $1,209.6 $1,115.6 ($94.0) (7.8%)
(Teacher Retirement System — healthcare benefits only)
Public Safety and Criminal Justice
Maintain Public Safety Resources in Border Region (4) $799.1 $800.6 $1.6 0.2%
State Employee Benefits
Employer Contributions for State Pension Systems $1,009.1 $1,053.0 $43.9 4.4%
Employer Contributions to Employee Health Insurance (5) $2,870.6 $3,018.5 $147.9 5.2%
Employer Contributions to Social Security $1,392.7 $1,492.4 $99.7 7.2%
Benefit Replacement Pay $15.6 $11.3 (%4.3) (27.5%)
State Employee and Public Safety Death Benefits $56.0 $55.1 ($0.9) (1.6%)
Debt Service Payments
General Obligation Bonds (Public Finance Authority) $581.4 $612.8 $31.4 5.4%
Revenue Bonds (Public Finance Authority) $101.3 $120.8 $19.5 19.2%
Master Lease Purchase Program (Public Finance Authority) $11.8 $22.2 $10.4 88.5%
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FIGURE 17 (CONTINUED)
PROGRAMMATIC EXCEPTIONS TO THE BASELINE FUNDING, GENERAL REVENUE FUNDS AND GENERAL REVENUE-DEDICATED
FUNDS ONLY, 2020-21 BIENNIUM

EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE

BUDGET ADJUSTMENTS (IN MILLIONS) 2018-19 2020-21 CHANGE CHANGE
Other
Fiscal Programs within the Comptroller of Public $0.1 $0.1 $0.0 0.0%

Accounts: General Revenue—Dedicated Account No. 494,
Compensation to Victims of Crime Auxiliary (CVC Auxiliary),
exempted from certification

Fiscal Programs within the Comptroller of Public Accounts: $15.4 $27.6 $12.2 79.6%
General Revenue—Dedicated Account No. 5005, Oil
Overcharge, exempted from certification

Trusteed Programs within the Office of the Governor: General $157.3 $76.0 ($81.3) (51.7%)
Revenue—Dedicated Account No. 5107, Texas Enterprise,
exempted from certification

Office of the Attorney General: General Revenue—Dedicated $143.2 $161.8 $18.6 13.0%
Account No. 469, Compensation to Victims of Crime,
exempted from certification

Office of the Attorney General: General Revenue—Dedicated $0.4 $0.4 $0.0 0.0%
Account CVC Auxiliary, exempted from certification
Secretary of State: General Revenue—Dedicated Account No. $0.8 $0.3 (%0.5) (61.2%)

5095, Election Improvement, exempted from certification

Total, Programmatic Exceptions to Baseline Funding $75,504.7 $83,744.0 $8,239.3 10.9%

NoOTES:

(1) Totals may not sum due to rounding.

(2) Amounts shown for Child Protective Services exclude appropriations included in Foster Care, Adoption Subsidies, and Permanency Care
Assistance totals.

(3) Amounts shown for Behavioral Health Services include appropriations across six articles but exclude appropriations included in Medicaid
and Children’s Health Insurance Program totals. Behavioral Health Services include supplemental funding provided in Senate Bill 500,
Eighty-sixth Legislature, 2019.

(4) Appropriations to maintain public safety resources in the border region include appropriations across multiple articles.

(5) Employer Contributions to Employee Health Insurance totals include state contributions for local community supervision and corrections
departments.

SOURCE: Legislative Budget Board.

LEGISLATIVE BUDGET BOARD STAFF — ID: 5944 FISCAL SIZE-UP 2020-21 BIENNIUM — MAY 2020 25



STATE BUDGET OVERVIEW

FACTORS AFFECTING
THE STATE BUDGET

Significant factors affecting the state budget can be divided
into two categories: changes in the population served, and
the cost of that service. Population-based budget drivers
include Medicaid, the Children’s Health Insurance Program
(CHIP), children in foster care, public and higher education
enrollment, adult and juvenile institutional and probation
populations, and retirement system enrollment.

Population change is one element that helps explain
the growth in the budget. Cost-related factors can have
an equal or greater effect on growth. For example,
medical inflation affects not only Medicaid and CHID,
but also inmate healthcare costs and state employee and
teacher healthcare costs. Statutory requirements also may

affect cost.

Figure 18 shows the population-based indicators that

affect a large portion of the state budget.

FIGURE 18
POPULATION-BASED INDICATORS
FISCAL YEARS 2008 TO 2020

INDICATORS TREND
Average Daily Attendance — Public Schools 5.1 Million (IN MILLIONS) 51
Students 43
2008 2010 2012 2014 2016 2018 2020
Fall Headcount Enroliment — General Academic 676,716 676 716
Institutions (1) Students !
509,136
—
2008 2010 2012 2014 2016 2018 2020
Fall Headcount Enroliment — Community and Junior 771,790 77179
Colleges (1) Students !
597,146
2008 2010 2012 2014 2016 2018 2020
Average Monthly Caseload — Children’s Health 432,455
Insurance Program (CHIP) (includes all CHIP programs) Recipients 447N455
2008 2010 2012 2014 2016 2018 2020
Average Monthly Caseload — Medicaid Clients (Acute 3.9 Million
Care and STAR+PLUS) Recipients (IN MILLIONS) 19
2.9 emm——""

Average Monthly Paid Days of Foster Care —
Department of Family and Protective Services

510,166 Days

2008 2010 2012 2014 2016 2018 2020

522,594 510,166

2008 2010 2012 2014 2016 2018 2020
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FIGURE 18 (CONTINUED)
POPULATION-BASED INDICATORS
FISCAL YEARS 2008 TO 2020

INDICATORS 2020 TREND
Average Inmate Population — Department of Criminal 145,553
Justice Inmates 155,985

Average Felony Community Supervision Population —
Department of Criminal Justice

Average Residential Population — Juvenile Justice
Department

Average Total Probation Supervision Population —
Juvenile Justice Department

Average Active Membership — Employees Retirement
System (2)

Average Active Membership — Teacher Retirement
System (1)

Highway Lane Miles Maintained — Department of
Transportation (2)

NOTES:

(1) Amounts for fiscal year 2020 are estimated.
(2) Most recent data is shown for fiscal year 2019.
SOURCE: Legislative Budget Board.

155,056 Felons

1,209 Juveniles

19,830
Juveniles

141,865
Members

0.9 Million
Members

196,539 Miles

145,553

2008 2010 2012 2014 2016 2018 2020

168,788
e —— 155,056

2008 2010 2012 2014 2016 2018 2020

2,972
— 1,209

2008 2010 2012 2014 2016 2018 2020

35,645
— 19,830

2008 2010 2012 2014 2016 2018 2020

141,865

]34M6/\—/\—

2008 2010 2012 2014 2016 2018 2019

(IN MILLIONS) 09
0.5 e

2008 2010 2012 2014 2016 2018 2020

196,539
192,542

2008 2010 2012 2014 2016 2017 2018 2019
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TRENDS IN STATE GOVERNMENT
EXPENDITURES

Figure 19 shows biennial All Funds and General Revenue

Funds expenditures and appropriations since the 2012-13
biennium. The amounts also adjust current and historical
expenditure and appropriation totals into 2012—13 biennial
dollars based on compounded population and inflation
growth. All Funds expenditures increased by 30.2 percent
from the 2012-13 to 2020-21 biennia and increased by
1.1 percent after adjusting for population and inflation.
General Revenue Funds appropriations increased by 37.5
percent during the same period and increased by 6.9
percent when adjusted.

Population and inflation is one tool used to compare budget
growth; however, it does not relate directly to government

budget drivers. For example, the Consumer Price Index
(CPI) tracks the increased price of goods and services
purchased by a typical family, such as groceries, clothing,
housing, and private healthcare. Inflation of goods and
services purchased by state government, such as education,
public healthcare, and infrastructure, tends to grow faster
than the price of goods and services purchased by consumers.

The compounded population and CPI growth shown in
Figure 20 is based on data in the Comptroller of Public
Accounts’ Fall 2019 State Economic Forecast as published in
the 2019 Certification Revenue Estimate, which forecasted a
biennial growth rate of 6.97 percent from the 2018-19 to
2020-21 biennia. Population and inflation growth estimates
submitted to the Legislative Budget Board (LBB) in
anticipation of the January 2019 LBB board meeting ranged
from 7.54 percent to 8.39 percent.

FIGURE 19
TRENDS IN STATE GOVERNMENT EXPENDITURES, 202021 BIENNIAL APPROPRIATIONS
(IN MILLIONS) ALL FUNDS GENERAL REVENUE FUNDS
ADJUSTED FOR POPULATION ADJUSTED FOR POPULATION
UNADJUSTED AND INFLATION UNADJUSTED AND INFLATION
PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
BIENNIUM AMOUNT CHANGE AMOUNT CHANGE AMOUNT CHANGE AMOUNT CHANGE
201213 $190,754.8 N/A | $190,754.8 N/A|  $86,016.4 N/A|  $86,016.4 N/A
2014-15 $203,300.5 6.6% | $191,345.0 0.3% | $96,072.6 11.7% |  $90,422.8 5.1%
2016-17 $215,991.7 6.2% | $192,644.3 0.7% | $108,007.3 124% |  $96,332.4 6.5%
201819 $239,797.5 11.0% | $199,308.3 3.5% | $107,986.3 (0.0%) |  $89,753.1 (6.8%)
2020-21 $248,313.8 3.6% (1) | $192,940.4  (3.2%)(1)| $118,3135 9.6% (1) |  $91,929.9 2.4% (1)
(IN MILLIONS)
$250,000 -
$200,000 -
$150,000 -
$100,000 - _ ——— - —— R
$50,000 -
$0 T T T T
2012-13 201415 201617 2018-19 2020-21

=== All Funds Unadjusted
—— All Funds Adjusted

mmmm General Revenue Funds Unadjusted
— O-— General Revenue Funds Adjusted

NoTE: (1) Appropriations for the 2020-21 biennium include $5.0 billion for property tax relief. Excluding these appropriations, unadjusted All
Funds appropriations for the 2020—21 biennium increased by 1.5 percent; adjusted All Funds decreased by 5.1 percent; unadjusted General
Revenue Funds increased by 5.0 percent; and adjusted General Revenue Funds decreased by 1.9 percent.

SOURCE: Legislative Budget Board.
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FIGURE 20
BIENNIAL POPULATION AND INFLATION GROWTH FROM THE 2014-15 TO 2020-21 BIENNIA

8.0% -

1.0%
/ e T Y —
/ / -——
1
4.1%
P Rl K
4.0% - - =
=" 27%
>~
hdl Y - e e - - -
2.0% - S
0.0% T T T
2014-15 2016—17 2018-19 2020-21
Biennial Population Growth @ e e Biennial Inflation Growth @ o (ompounded Population and Inflation Growth

SouRcE: Texas Comptroller of Public Accounts.
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RESTRICTED APPROPRIATIONS

The 2020-21 biennial appropriations from General Revenue
Funds and General Revenue—Dedicated Funds total $124.5
billion. Figure 21 shows that $22.8 billion of that total, 18.3
percent, is appropriated by the Legislature without restriction.

The remaining $101.7 billion is restricted by existing
constitutional provisions, statutory provisions, federal law,
federal regulations, court decisions, and funding formulas.

The Legislature maintains some discretion over a portion of
the restricted budget; however, in many cases, it would need
to revise statutes outside of the appropriations process to
change the restrictions. Figure 21 shows examples of the
largest restrictions by category. The non-restricted portion of
the budget is slightly larger than the 201819 biennial level
of 17.8 percent. During the previous five biennia, this

percentage has remained relatively constant.

FIGURE 21

RESTRICTED APPROPRIATIONS FROM GENERAL REVENUE FUNDS AND GENERAL REVENUE-DEDICATED FUNDS

2020-21 BIENNIUM

(IN MILLIONS)

Total Restricted Approprations
$101,697.3

Federal Law, Regulations,
or Court Decisions
$29,177.8

Formulas
$13,959.3

Constitutional Provisions

TOTAL=$124,479.3

Nonrestricted Appropriations
$22,781.9

$12,232.1

Statutory Provisions
$46,328.1

TOTAL RESTRICTED APPROPRIATIONS VERSUS TOTAL NONRESTRICTED APPROPRIATIONS, 2020-21 BIENNIUM

2020-21 PERCENTAGE
(IN MILLIONS) APPROPRIATIONS OF TOTAL
Appropriations Restricted by Constitutional Provisions $12,232.1 9.8%
Foundation School Program (Available School Fund) $4,325.7
Teacher Retirement System $4,106.5
Public Education (Instructional Materials) $1,106.0
Appropriations Restricted by Statutory Provisions $46,328.1 37.2%
Public Education (Foundation School Program) $38,478.2
Teacher Retirement System, Health Insurance Programs for Public School Retiree $879.4
Health Insurance
Bond Debt Service $997.3
Appropriations Restricted by Federal Law, Regulations, or Court Decisions $29,177.8 23.4%
Medicaid Programs $24,789.1
Social Security Match $1,492.4
Children’s Health Insurance Program $422.0
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FIGURE 21 (CONTINUED)
RESTRICTED APPROPRIATIONS FROM GENERAL REVENUE FUNDS AND GENERAL REVENUE-DEDICATED FUNDS
2020-21 BIENNIUM

TOTAL RESTRICTED APPROPRIATIONS VERSUS TOTAL NONRESTRICTED APPROPRIATIONS, 2020-21 BIENNIUM

2020-21 PERCENTAGE

(IN MILLIONS) APPROPRIATIONS OF TOTAL
Appropriations Restricted by Formulas $13,959.3 11.2%

Higher Education Formulas $9,666.5

Group Health Insurance (General State Employees) $2,874.9

Group Health Insurance (Higher Education Employees) $1,417.9
Total Restricted Appropriations $101,697.3 81.7%
Nonrestricted Appropriations $22,781.9 18.3%

Department of Criminal Justice $6,697.3

Department of Public Safety $2,158.2

Higher Education Coordinating Board $1,671.6

Juvenile Justice Department $613.4
Total, General Revenue Funds and General Revenue-Dedicated Funds Appropriations $124,479.3 100.0%

NoOTES:

(1) Appropriations shown are selected examples and are not intended to total to specific restricted appropriation.
(2) Totals may not sum due to rounding.

SOURCE: Legislative Budget Board.
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STATE BUDGET OVERVIEW

LIMITS ON APPROPRIATIONS

Texas has four constitutional limits on spending: the balanced
budget limit, which commonly is referred to as the pay-as-
you-go limit; the limit on the rate of growth of appropriations
from certain state taxes, commonly referred to as the spending
limit; the limit on welfare spending; and the limit on tax-
supported debt. The 2020-21 biennial budget is within all of
these limits.

‘The pay-as-you-go limit and the spending limit both restrict
appropriations, but in different ways. The pay-as-you-go
limit prohibits the General Revenue Fund budget from
exceeding available revenue. The spending limit prohibits
appropriations funded with tax revenues that are not
dedicated by the constitution from growing faster than the
state’s economy. The spending limit does not apply to
appropriations funded with nontax revenues orappropriations
funded with tax revenues that the constitution requires to be
spent on a specific purpose.

General Revenue Funds appropriations for the 2020-21
biennium total $118.3 billion. This amount is $2.9 billion
less than the pay-as-you-go limit after adjusting for the
Comptroller of Public Accounts’ (CPA) costing adjustments
(Figure 22). Furthermore, General Revenue Funds are $4.8
billion less than the calculated General Revenue Funds
capacity of the spending limit. Because General Revenue
Funds spending authority pursuant to the pay-as-you-go
limit is the lower of the two limits, the pay-as-you-go limit is
the controlling limit.

FIGURE 22
REMAINING GENERAL REVENUE FUNDS SPENDING
AUTHORITY, 2020-21 BIENNIUM

LIMIT AMOUNT (IN BILLIONS)
Pay-as-you-go Limit $2.9
Spending Limit $4.8

SOURCE: Legislative Budget Board.

ARTICLE Ill, §49A, PAY-AS-YOU-GO LIMIT

The Texas Constitution, Article III, Section 49a, establishes
the pay-as-you-go limit. The constitution requires that bills
making appropriations are sent to the CPA for certification
that the appropriations are within estimates of available

revenue.

CPA identifies the pay-as-you-go limit for General Revenue
Funds appropriations as $121.8 billion in the 2020-21

Certification Revenue Estimate (CRE). This total includes
estimated 2020-21 biennial General Revenue Funds revenue
collections of $123.1 billion, less the amount of $6.5 billion
in General Revenue Funds deposits reserved for transfer to
the Economic Stabilization Fund and the State Highway
Fund. This total also includes the beginning General Revenue
Funds balance and General Revenue—Dedicated Funds
account balances available for certification totaling $5.1

billion (see Figure 23).

ARTICLE VIII, §22, LIMITATION ON THE
GROWTH OF CERTAIN APPROPRIATIONS

The Texas Constitution, Article VIII, Section 22, prohibits
appropriations funded with state tax revenues that are not
dedicated by the constitution from growing faster than the
estimated rate of growth of the state’s economy. Consequently,
the revenue source that funds appropriations determines if
the appropriations are subject to the spending limit.
Appropriations funded with tax revenues are subject to the
spending limit unless the constitution dedicates the tax

revenue for a specific purpose.

The 2020-21 biennial spending limit equals total 2018-19
biennial appropriations funded with state tax revenues that
are not dedicated by the constitution, $96.3 billion, increased
by the adopted growth rate of 9.89 percent. The 2020-21
biennial spending limit totals $105.8 billion after accounting
for supplemental appropriations passed by the Eighty-sixth
Legislature, 2019, and final fiscal year 2019 appropriation
and revenue data. Appropriations for the 2020-21 biennium
that are subject to the spending limit total $102.4 billion,
$3.4 billion less than the spending limit (Figure 24) after
accounting for all legislation passed by the Eighty-sixth
Legislature and revenue estimates in the 2020-21 CRE.

Revenue deposits to the General Revenue Fund also include
revenue that is not subject to the spending limit; therefore,
the maximum 2020-21 biennial General Revenue Fund
appropriations associated with the $105.8 billion limit is
$123.1 billion, leaving $4.8 billion in remaining General
Revenue Fund spending capacity less than the spending
limit, shown in Figure 25.

ARTICLE Ill, §49-J, DEBT LIMIT

The Texas Constitution, Article III, Section 49-j, provides
that the Legislature may not authorize additional state debt if
in any fiscal year the resulting maximum annual debt service
payable from the General Revenue Fund, excluding revenues
constitutionally dedicated for purposes other than payment
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TOTAL=$121,757.0

General Revenue Fund and

Other Tux NO"".]X ESF/SHF General Revenue—Dedicated
Collections Collections R
$17.326.3 $14.993.9 eserve Fund Balances

¢ e ($6,481.0) $5,108.4

Q@ @@ o o

FIGURE 23
COMPONENTS OF THE PAY-AS-YOU-GO LIMIT, 2020-21 BIENNIUM
(IN MILLIONS)

Sales Tax

Collections Motor Vehicle Sales  Franchise  Oil Production

$66,689.7

and Rental Taxes Tax (1) Taxes
$10,067.3 $6,214.9 $7,837.5

NOTES:

(1) General Revenue Fund portion.
(2) ESF=Economic Stabilization Fund; SHF=State Highway Fund.
SOURCE: Legislative Budget Board.

FIGURE 24
SPENDING LIMIT COMPARED TO THE SUMMARY OF
APPROPRIATIONS, 2020-21 BIENNIUM

(IN MILLIONS) AMOUNT

Spending Limit $105,830.9
Appropriations Subject to the Spending Limit ($102,437.9)
Total Less Than the Spending Limit $3,393.0

SOURCE: Legislative Budget Board.

FIGURE 25

GENERAL REVENUE FUNDS PURSUANT TO THE
SPENDING LIMIT COMPARED TO THE SUMMARY OF
APPROPRIATIONS, 2020-21 BIENNIUM

(IN MILLIONS)

AMOUNT
$123,129.6

Maximum General Revenue Fund

Appropriations Pursuant to the Spending Limit
General Revenue Fund Appropriations ($118,313.5)

Total Less Than the Maximum General $4,816.1

Revenue Fund Appropriations

SOURCE: Legislative Budget Board.

of state debt, exceeds 5.0 percent of the average annual
unrestricted General Revenue Funds for the previous three
years. To monitor where the state stands in relation to the
constitutional debt limit (CDL), the Bond Review Board
(BRB) calculates two debt ratios. The first ratio is the debt
service on outstanding or issued debt as a percentage of
unrestricted General Revenue Funds. At the end of fiscal year
2018, the BRB reported that the issued debt ratio is 1.33
percent. The second debt ratio is the debt service on
outstanding debt plus estimated debt service for authorized
but unissued bonds. For this ratio, the BRB reported that the

state is at 2.20 percent of unrestricted General Revenue

Funds at the end of fiscal year 2018. The latter calculation
represents a 6.4 percent decrease from the 2.35 percent
calculated for outstanding and authorized but unissued debt
for fiscal year 2017. BRB expects the CDL ratio to continue
to decrease with the issuance of authorized debt. However,
the CDL ratio could be affected by changes to any of the
following factors: the three-year average of unrestricted
General Revenue Funds, the amount of debt outstanding
and unissued debt authorizations, and actual and assumed
interest rates. Appropriations for the 2020-21 biennium
include new debt authorizations for the Cancer Prevention
Research Institute of Texas, the Texas Facilities Commission,
the Water Development Board, and the Health and Human
Services Commission, which will affect the CDL beginning
in fiscal year 2020 by up to 0.65 percent. Debt authorizations
for the Cancer Prevention Research Institute of Texas and
certain debt authorizations for the Water Development
Board must be approved by voters.

ARTICLE Ill, §51-A, WELFARE SPENDING LIMIT

The Texas Constitution, Article III, Section 51-a, requires
that the amount paid out of state funds for assistance grants
to or on behalf of needy dependent children and their
caretakers shall not exceed 1.0 percent of the state budget in
any biennium.

The 2020-21 biennial budget defined in the Texas Human
Resources Code, Section 31.053, is $248.3 billion. Therefore,
the welfare spending limit is $2.5 billion. The biennial
amount appropriated in the Eighty-sixth Legislature, General
Appropriations Act, 2020-21 Biennium, that is subject to
the limit on state dollars paid out in Temporary Assistance
for Needy Families (cash assistance) grants is $86.5 million,
which is less than the 1.0 percent limit.
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2. REVENUE SOURCES AND ECONOMIC INDICATORS

This chapter examines Texas state and local government
revenue structure for the Eighty-sixth Legislature, General
Appropriations Act (GAA), 2020-21 Biennium. This chapter
discusses state revenue by examining the Comptroller of
Public Accounts’ (CPA) Certification Revenue Estimate,
released in October 2019 for the 2020-21 biennium. Total
All Funds net revenue for the 2020-21 biennium is estimated
to be $259.7 billion, an increase of $11.6 billion, or 4.7
percent from the 201819 biennial level. Tax collections are
estimated to grow by 7.8 percent, and nontax collections are

estimated to grow by 1.9 percent for the 2020-21 biennium.

STATE REVENUE

According to CPA, state tax collections for the 2020-21
biennium are estimated to total $124.0 billion, an increase of
$9.0 billion, or 7.8 percent, from the 2018-19 biennial
collection levels.

SALES TAX

The sales and use tax continues to contribute most of the
state’s tax revenue, as shown in Figures 26, 27, and 28. CPA
estimates that sales tax revenue for the 2020-21 biennium

FIGURE 26

STATE REVENUE BIENNIAL COMPARISON BY SOURCE IN ALL FUNDS, 2018-19 AND 2020-21 BIENNIA

(IN MILLIONS) PERCENTAGE OF PERCENTAGE OF
2018-19 2020-21 PERCENTAGE 2020-21 TOTAL 2020-21 TOTAL
SOURCE BIENNIUM BIENNIUM CHANGE REVENUE TAXES
Tax collections $114,965.50 $123,985.69 7.8% 47.7% 100.0%
Federal receipts $81,523.04 $87,890.65 7.8% 33.8% N/A
Licenses, fees, fines, and penalties $13,019.47 $13,291.80 21% 5.1% N/A
Interest and investment income $4,353.44 $4,421.86 1.6% 1.7% N/A
Lottery $4,738.92 $4,631.20 (2.3%) 1.8% N/A
Land income $4,312.29 $4,645.27 7.7% 1.8% N/A
Other revenue sources $25,194.36 $20,837.08 (17.3%) 8.0% N/A
Total, Net Revenue $248,107.02 $259,703.55 4.7% 100.0% N/A
Sales tax $65,961.15 $72,501.09 9.9% 27.9% 58.5%
Oil production taxes $7,278.34 $7,837.50 7.7% 3.0% 6.3%
Natural gas production tax $3,116.79 $3,067.14 (1.6%) 1.2% 2.5%
Motor fuel taxes $7,418.00 $7,670.56 3.4% 3.0% 6.2%
Motor vehicle sales and rental taxes $9,984.03 $10,192.76 2.1% 3.9% 8.2%
Franchise tax $7,903.81 $8,836.80 11.8% 3.4% 71%
Cigarette and tobacco taxes $2,730.93 $2,523.99 (7.6%) 1.0% 2.0%
Alcoholic beverage taxes $2,661.39 $2,911.00 9.4% 1.1% 2.3%
Insurance taxes $5,107.46 $5,485.38 7.4% 2.1% 4.4%
Utility taxes $923.75 $959.30 3.8% 0.4% 0.8%
Hotel occupancy tax $1,237.35 $1,352.42 9.3% 0.5% 1.1%
Other taxes $642.49 $647.74 0.8% 0.2% 0.5%
Total, Tax Collections $114,965.50 $123,985.69 7.8% 47.7% 100.0%

NOTES:

(1) Biennial change and percentage change have been calculated on actual amounts before rounding in all figures in this chapter. Totals may

not sum due to rounding.

(2) Totals shown for the 2020-21 biennium are estimates from the Comptroller of Public Accounts’ October 10, 2019, Certification Revenue

Estimate.
SouRckt: Comptroller of Public Accounts.
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FIGURE 27
STATE REVENUE BY SOURCE, FISCAL YEARS 2017 TO 2021
PERCENTAGE

REVENUE (IN MILLIONS) PERCENTAGE CHANGE OF TOTAL
SOURCE 2017 2018 2019 2020 2021 2018 2019 2020 2021 2017 2021
Tax collections $49,643.4 $55,584.8 $59,380.7 $61,011.9 $62,973.8| 12.0% 6.8% 2.7% 3.2%| 44.6% 48.1%
Federal receipts $38,365.6 $39,618.6 $41,904.5 $44,123.4 $43,767.3| 3.3% 5.8% 5.3% (0.8%)| 34.5% 33.4%
Licenses, fees, fines, $6,258.4 $6,477.4 $6,542.1 $6,598.3 $6,693.5| 3.5% 1.0% 09% 1.4%| 56% 51%
and penalties
Interest and $1,691.2 $1,849.0 $2,504.4 $2,207.9 $2,214.0, 9.3% 35.4% (11.8%) 0.3%| 15% 1.7%
investment income
Lottery $2,053.2 $2,228.8 $2,510.1 $2,285.7 $2,3455 8.5% 12.6% (8.9%) 2.6%| 1.8% 1.8%
Land income $1,694.1  $2,061.1 $2,251.2 $2,227.1 $2,418.1| 21.7% 9.2% (1.1%) 8.6%| 1.5% 1.8%
Other revenue $11,489.2 $12,346.0 $12,848.3 $10,360.0 $10,477.1 75% 4.1% (19.4%) 1.1%| 10.3% 8.0%
sources
Total, Net Revenue  $111,195.2 $120,165.6 $127,941.4 $128,814.2 $130,889.4| 8.1% 6.5% 0.7% 1.6%|100.0% 100.0%
Sales tax $28,900.0 $31,937.2 $34,023.9 $35,650.9 $36,850.2| 10.5% 6.5% 4.8% 3.4%| 26.0% 28.2%
Qil production taxes $2,107.3  $3,391.5 $3,886.8 $3,887.3  $3,950.2| 60.9% 14.6% 0.0% 1.6%| 1.9% 3.0%
Natural gas $982.8 $1,431.1 $1,685.7 $1,482.8 $1,584.3| 45.6% 17.8% (12.0%) 6.8%| 0.9% 1.2%
production tax
Motor fuel taxes $3,583.7 $3,675.0 $3,743.0 $3,804.6 $3,866.0] 2.5% 1.9% 1.6% 1.6%| 3.2% 3.0%
Motor vehicle sales $4,532.3 $4,973.4 $5,010.6 $5,062.7 $5,130.1 9.7% 0.7% 1.0% 1.3%| 41% 3.9%
and rental taxes
Franchise tax $3,242.2 $3,685.9 $4,217.9 $4,344.4  $4,492.4| 13.7% 14.4% 3.0% 3.4%| 29% 3.4%
Cigarette and $1,522.8 $1,320.5 $1,4104 $1,226.1 $1,297.9|(13.3%) 6.8% (13.1%) 59%| 1.4% 1.0%
tobacco taxes
Alcoholic beverage $1,217.7 $1,292.0 $1,369.4 $1,423.8 $1,487.2| 6.1% 6.0% 4.0% 45%| 1.1% 1.1%
taxes
Insurance occupation $2,376.1 $2,508.4 $2,599.0 $2,674.8 $2,810.6| 56% 3.6% 29% 51%| 21% 21%
taxes
Utility taxes $439.1 $452.4 $471.4 $476.1 $483.2| 3.0% 4.2% 1.0% 1.5%| 04% 0.4%
Hotel occupancy tax $530.7 $601.2 $636.1 $661.5 $690.9| 13.3% 5.8% 4.0% 4.5%| 05% 0.5%
Other taxes $208.6 $315.9 $326.5 $316.9 $330.8| 51.5% 3.4% (2.9%) 4.4%| 02% 0.3%
Total, Tax $49,643.4 $55,584.8 $59,380.7 $61,011.9 $62,973.8) 12.0% 6.8% 2.7% 3.2%| 44.6% 48.1%
Collections

NoTE: Totals shown for the 2020-21 biennium are estimates from the Comptroller of Public Accounts’ October 10, 2019, Certification Revenue

Estimate.
SouRrck: Comptroller of Public Accounts.

will total $72.5 billion, a 9.9 percent increase from 2018-19
biennial collections of $66.0 billion. Sales taxes are expected
to contribute 58.5 percent of total tax collections for the
2020-21 biennium.

The state tax rate is 6.25 percent, which has been in place
since 1990. Subject to certain exemptions, the state sales and
use tax is imposed on retail sales, leases, and rentals of goods
purchased within or brought into the state, and some taxable
services. The largest exemptions include property used in

manufacturing, food purchased for home consumption,
agricultural items, gas and electricity, and water.

OIL AND GAS PRODUCTION TAXES

The state levies an oil production tax at 4.6 percent of market
value and a natural gas production tax at 7.5 percent of
market value, less certain deductions. During the 2018-19
biennium, annual oil production was approximately 1,291.1
million barrels for fiscal year 2018 and 1,559.3 million
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FIGURE 28
ESTIMATED STATE REVENUE COLLECTIONS
2020-21 BIENNIUM

PERCENTAGE OF TOTAL TOTAL=$259.7 BILLION
Other Receipts
Sales Taxes (13.3%) Licenses, Fees, Fines,
(27.9%) and Penalties
(5.1%)

Other Taxes
(5.3%)

Motor Vehicle Sales
and Rental Taxes
(3.9%)

Motor Fuel Taxes
(3.0%)

Franchise Tax
(3.4%)
Severance Taxes
(4.2%)

Federal Funds
(33.8%)

SouRrce: Comptroller of Public Accounts.

barrels for fiscal year 2019. Oil was priced on the NYMEX
exchange at an average of $60.58 per barrel for fiscal year
2018 and $59.62 per barrel for fiscal year 2019. Annual
natural gas production was 8.2 trillion cubic feet for fiscal
year 2018 and 9.3 trillion cubic feet for fiscal year 2019, and
NYMEX natural gas prices averaged $2.88 per 1,000 cubic
feet (Mcf) for fiscal year 2018, and approximately $2.99 per
Mcf for fiscal year 2019.

Oil production taxes are expected to increase during the
2020-21 biennium due to stable expected price per barrel
and increasing production. Whereas 2018-19 biennial
revenues from oil production taxes were $7.3 billion, CPA
estimates the 202021 biennial revenues will be $7.8 billion,

an increase of 7.7 percent.

For the 2018-19 biennium, natural gas production tax
collections totaled $3.12 billion. CPA estimates 2020-21
biennial revenues from natural gas production taxes will
decrease 1.6 percent to $3.07 billion.

MOTOR FUEL TAXES

Texas taxes three major types of motor fuel: gasoline,
diesel, and liquefied and compressed natural gas. Gasoline
and diesel fuel are taxed $0.20 per gallon; liquefied and
compressed natural gas is taxed at a rate of $0.15 per
gasoline or diesel gallon equivalent. The 2018-19 biennial
motor fuels tax collections totaled $7.4 billion. CPA estimates
that fuel tax collections will grow 3.4 percent during the
upcoming biennium, forecasting $7.7 billion in revenue for
the 2020-21 biennium.

Of the net balance, 75.0 percent of motor fuel tax revenues
are deposited to the State Highway Fund, and the remaining
25.0 percent of collections are dedicated to public education.

MOTOR VEHICLE SALES AND RENTAL TAX

'The motor vehicle sales tax is levied at a rate of 6.25 percent
on the price of a vehicle, less the value of any trade-in. The
rental tax rate is 10.0 percent for rentals of 30 days or fewer
and 6.25 percent for rentals exceeding 30 days. Also included
in motor vehicle sales and rental taxes is the tax on
manufactured housing. This tax is levied at a rate of 5.0
percent of 65.0 percent of the manufacturer’s selling price.

Motor vehicle sales and rental taxes increased during the
2018-19 biennium, generating $10.0 billion in revenue,
9.1 percent more than during the previous biennium. CPA
estimates that revenue from motor vehicle sales and
rental taxes will increase 2.1 percent to $10.2 billion for the
2020-21 biennium.

FRANCHISE TAX

During fiscal year 2008, the state converted from
imposing a franchise tax that was based on taxable capital
(net worth) and on earned surplus to a margins tax, which
is based on taxable margin.

Although the name franchise tax remains in the new statute,
it more commonly is called the margins tax because a
business entity’s taxable base is redefined as the taxable
margin. The taxable margin is the lesser value of four
methods of calculation: (1) 70.0 percent of total revenue;
(2) total revenue minus costs of goods sold; (3) total revenue
minus total compensation and benefits; or (4) total revenue
minus $1.0 million. Beginning in fiscal year 2016, most
entities pay at a rate of 0.75 percent of their taxable margins.
The exception is a lower tax rate of 0.375 percent applied to
any taxable entity engaged primarily in retail or wholesale
trade. These rates originally were 1.0 percent and 0.5
percent, respectively. The Eighty-third Legislature, Regular
Session, 2013, temporarily lowered the rates by 2.5 percent
in fiscal 2014, and 5.0 percent in fiscal year 2015. The
Eighty-fourth Legislature, 2015, permanently lowered the
rates by 25.0 percent.

After increasing by 13.7 percent for fiscal year 2018 and
14.4 percent for fiscal year 2019, CPA estimates that
the margins tax will increase 3.0 percent for fiscal year
2020 and will generate $4.3 billion; for fiscal year 2021, the
tax is estimated to increase by 3.4 percent and generate
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$4.5 billion. The companion legislation House Bill 2,
Seventy-ninth Legislature, Third Called Session, 2006,
established the Property Tax Relief Fund. This legislation
stipulated that the amount that would have been collected
in accordance with the previous franchise tax rate every
fiscal year would be deposited to the General Revenue
Fund, and the remainder of the margins tax would be
dedicated to the Property Tax Relief Fund. Thus, of the
$4.2 billion collected in accordance with the margins tax
for fiscal year 2019, $2.96 billion was allocated to the
General Revenue Fund, and $1.26 billion was allocated to
the Property Tax Relief Fund.

CIGARETTE AND TOBACCO TAXES

Excise tax revenue related to cigarettes, cigars, and
tobacco totaled $2.7 billion for the 2018-19 biennium.
CPA estimates revenue for the 2020-21 biennium to total
$2.5 billion, a 7.6 percent decrease from the 2018-19
biennial level.

The cigarette tax is levied at $70.50 per 1,000 cigarettes
weighing 3.0 pounds or less per 1,000 or $72.60 per 1,000
cigarettes weighing more than 3.0 pounds per 1,000. The
tobacco products tax is levied on cigars, snuff, chewing
tobacco, and smoking tobacco. Legislation passed by the
Eighty-first Legislature, Regular Session, 2009, amended
the base used to calculate the tax imposed on tobacco
products, other than cigars, from the manufacturer’s listed
price to the manufacturer’s listed net weight. Beginning in
fiscal year 2010, the rate per ounce was $1.10 and increased
$0.03 per ounce each fiscal year until September 1, 2012.
After December 1, 2013, the rate remains at $1.22 per
ounce. A portion of the revenue generated in excess of the
previous tax rate is deposited to the Physician Education
Loan Repayment Program; the remainder of the revenue
increase is deposited to the Property Tax Relief Fund.

Since the Seventy-ninth Legislature, Third Called Session,
2006, established the Property Tax Relief Fund, revenue
that would have been collected in accordance with the
previous tax rates before January 1, 2007, is credited to the
General Revenue Fund. The excess revenue greater than
this amount that is generated by the increased tax rates is
dedicated to the Property Tax Relief Fund. The 2018-19
biennial transfers to the Property Tax Relief Fund from
cigarette and tobacco tax revenue totaled $1.6 billion. CPA
estimates transfers to the Property Tax Relief Fund from
cigarette and tobacco tax revenue to be $1.5 billion for the
2020-21 biennium.

ALCOHOLIC BEVERAGE TAXES
Alcoholic

beverage gross receipts tax; the mixed-beverage sales tax;

beverage taxes consist of the mixed-
and volume-based excise taxes imposed on ale, beer,
liquor, and wine. The 2018-19 biennial alcoholic
totaled $2.7 billion. CPA

estimates revenue for the 2020-21 biennium to increase

beverage tax revenue
to $2.9 billion, or 9.4 percent greater than the
2018-19 biennial level.

INSURANCE OCCUPATION TAXES

Insurance occupation taxes include insurance premium
taxes and insurance maintenance taxes. Insurance-
related entities must remit a percentage of their gross
premiums to pay insurance premium taxes. Insurers
pay 1.75 percent of accident, health, and life insurance
gross premiums; 1.6 percent of property and casualty
insurance gross premiums; 1.35 percent of title insurance
premiums; and 4.85 percent of independently procured

insurance premiums.

Insurance maintenance taxes also are based on premiums.
Insurance maintenance taxes are levied on insurance-related
entities to cover the state’s cost of regulating the industry.
The Texas Department of Insurance primarily incurs these
regulatory costs. Maintenance tax rates are reviewed
annually and are based on the funding needs of the
regulatory agencies.

In addition to these taxes, retaliatory taxes are imposed on
insurers from outside Texas to assist Texas-based companies
that are operating in other states. If a Texas-based company
pays a higher proportion of taxes to another state than
domestic companies pay to that state, the insurance
companies from the other state that compete in Texas must
pay a retaliatory tax.

CPA forecasts insurance taxes and fees to total $5.5 billion
for the 2020-21 biennium, an increase of 7.4 percent from
the 2018-19 biennial level of $5.1 billion.

UTILITY TAX

Texas has three forms of utility gross receipts taxes: the gas,
electric, and water tax; the public utility gross receipts
assessment; and the gas utility pipeline tax. The largest
revenue generator is the gas, electric, and water tax, which
provides more than 80.0 percent of the state’s total utility

tax revenues.
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Tax rates imposed on utility gross receipts range from 0.581
percent to 1.997 percent, depending on city population.
The public utility gross receipts tax is levied at a rate of
0.001667 percent of gross receipts. The gas utility pipeline
tax is a levy of 0.5 percent on gas utility gross receipts, less

the cost of gas sold.

During the 2018-19 biennium, utility taxes generated
$923.8 million in revenue. CPA estimates that utility taxes
will generate $959.3 million for the 2020-21 biennium, a

3.8 percent increase.

HOTEL OCCUPANCY TAX

Texas imposes a hotel occupancy tax on a person who
pays for the use or possession of a room or space in a hotel.
For purposes of the tax, the definition of a hotel includes
the short-term rental of all or part of a residential property.
The rate of tax is 6.0 percent of the price paid for a room in

the hotel.

CPA estimates that the hotel occupancy tax will generate
$1.4 billion for the 2020-21 biennium, which would be
9.3 percent greater than the 2018-19 biennial collections
of $1.2 billion.

OTHER TAXES

Other taxes are levied on a variety of items such as oil well

service  receipts, unemployment assessments and
contributions, cement, and coin-operated amusement
machines. CPA estimates that these taxes will generate
$647.7 million during the 2020-21 biennium, an increase
of 0.8 percent from the 201819 biennial collections of

$642.5 million.

NONTAX REVENUES

In addition to tax revenues, the state receives revenue from

various other sources.

FEDERAL RECEIPTS

Federal receipts constitute the state’s largest source of nontax
revenue. CPA estimates that collections for the 2020-21
biennium will total $87.9 billion, 33.8 percent of all revenue
for the biennium, which is an increase of 7.8 percent from

2018-19 biennial receipts.

LICENSES, FEES, FINES, AND PENALTIES

Licenses, fees, fines, and penalties contribute the state’s
second-largest source of nontax revenue. According to
CPA, the state is projected to receive $13.3 billion from
this revenue category for the 2020-21 biennium. This
amount represents an increase of 2.1 percent from 2018-19

biennial collections of $13.0 billion.

This revenue category is expected to contribute 5.1 percent

of all state revenue during the 2020-21 biennium.

INTEREST AND INVESTMENT INCOME

Most interest on fund balances and investment revenue in
General Revenue Funds is composed of income deposited
to the Available School Fund (ASF) from Permanent School
Fund (PSF) investments. Funds distributed from the PSF
to the ASF during a 10-year period may not exceed the
total return on all PSF investment assets during the same
period. Transfers to the ASF totaled $1.2 billion for fiscal
year 2018 and $1.5 billion for fiscal year 2019. CPA
estimates that $1.7 billion will be transferred for each of
fiscal years 2020 and 2021.

All Funds total interest and investment revenue for the
2020-21 biennium is expected to be $4.42 billion, an
increase of 1.6 percent from the 2018-19 biennial interest

and investment revenue of $4.35 billion.

LOTTERY REVENUE

Texas Lottery ticket sales totaled $6.3 billion for fiscal year
2019, an increase of $624.6 million or 11.1 percent greater
than the fiscal year 2018 sales.

Of the fiscal year total sales, $4.1 billion was paid out to
players; $335.8 million was paid to retailers in the form of
commissions and incentive payments; $1,523 million was
transferred on a cash basis to the Foundation School Fund;
$19.2 million was transferred to the Texas Veterans
Commission; and $70.9 million of unclaimed prizes was

transferred to the state.

Of the remaining fiscal year 2019 sales, $256.0 million was

used to fund administrative expenses.

CPA estimates that $1.43 billion for fiscal year 2020 and
$1.45 billion for fiscal year 2021 will be available for

transfer to the Foundation School Fund.
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LAND INCOME

Land income is derived from mineral royalties and leases,
land sales, and the sale of timber and sand. CPA estimates
that the state will collect $4.6 billion in income from state
lands for the 2020-21 biennium. This amount represents
an increase of 7.7 percent from 2018-19 biennial collections

of $4.3 billion.

OTHER REVENUE

TOBACCO SETTLEMENT REVENUE

In January 1998, Texas entered into a settlement
agreement with the defendants in the state’s action
against tobacco manufacturers. One result of the
agreement was the establishment of a series of payments to
the state and a number of political subdivisions to be
made by the defendants named in the agreement. The
schedule of these payments is outlined in the settlement
agreement. Future payments are subject to price, sales
volume, and profitability adjustments at tobacco
companies. These adjustment factors may cause actual
Tobacco Settlement revenue collections to deviate from

the original payment schedule.

During the 2018-19 biennium, the state received $938.1
million as a result of the federal Tobacco Settlement
agreement. For the 2020-21 biennium, $884.2 million in
revenue is expected as the volume of domestic cigarette
sales decreases.

STATE HEALTH SERVICE FEES AND REBATES

Most state health service fees and rebates are from federally
mandated and state-supplemental Medicaid vendor drug
programs. These revenues consist of rebates that the state
collects from manufacturers of drugs that are covered by
state Medicaid programs. CPA estimates that the state will
collect $11.3 billion in state health service fees and rebates
for the 2020-21 biennium, 22.9 percent less than the
2018-19 biennial collections of $14.7 billion.

ESCHEATED ESTATES

Escheated estates include unclaimed property submitted to
the state. This revenue source is derived from proceeds of
abandoned personal property such as checking accounts,
savings accounts, certificates of deposit, safe deposit boxes,
stocks, bonds, mutual funds, mineral proceeds, and other
types of property. CPA estimates that collections of
escheated estates during the 2020-21 biennium will total

$1.5 billion, 12.2 percent more than the 2018-19 biennial
collections of $1.3 billion.

OTHER SOURCES OF REVENUE

The remaining $8.0 billion, or 3.1 percent, of state revenue
is from various sources, including the following sources:
sales of goods and services, child support collections, and
settlement of claims including tobacco settlement revenue
previously mentioned. Collections of other revenue will
total 12.5 percent less than the 201819 biennial collections
of $9.2 billion.

STATE TAXES

Two measures are used commonly to compare state tax
burdens across state lines: state tax revenue per $1,000 of
personal income, and per-capita state tax revenues. Texas
ranks low relative to other states on both measures. For
fiscal year 2018, Texans paid $38.12 in state taxes for each
$1,000 of personal income, or 67.4 percent of the $56.56
national average (Figure 29).

POPULATION

The annual growth rate of Texas' population remained
relatively constant since calendar year 2008. Figure 30
shows that the state’s population grew by 18.1 percent from
calendar years 2008 to 2018. This growth rate was a
compounded annual rate of 1.7 percent. Of the 15 most
populous states, Texas was the fastest growing state in the
U.S. during this period. Moody’s Analytics, a national
econometric forecasting firm, estimates that Texas’
population will increase approximately 1.4 percent per year
from calendar years 2019 to 2029. During the same period,
Moody’s Analytics projects the total U.S. population will
increase approximately 0.6 percent per year.

PERSONAL INCOME

Personal income is a widely used measure of economic well-
being. It consists of wages and salaries, other labor income,
proprietors’ income, dividends, interest, rent, and transfer
payments (e.g., Social Security and unemployment
insurance benefits). Per capita personal income (total
personal income divided by resident population) is used
commonly to compare the relative economic well-being of

40 FISCAL SIZE-UP 2020-21 BIENNIUM — MAY 2020

LEGISLATIVE BUDGET BOARD STAFF — ID: 5944



REVENUE SOURCES AND ECONOMIC INDICATORS

FIGURE 29

STATE TAX REVENUE PER $1,000 OF PERSONAL INCOME, FISCAL YEAR 2018

TAX REVENUE PER $1,000

RANKING STATE OF PERSONAL INCOME

TAX REVENUE PER $1,000

RANKING STATE OF PERSONAL INCOME

1 Hawaii $98.00
2 Vermont $96.64
3 Delaware $83.07
4 Minnesota $82.42
5 Arkansas $74.90
6 Connecticut $69.85
7 California $69.54
8 Mississippi $69.41
9 West Virginia $67.82
10 Maine $67.39
11 New York $64.83
12 lowa $63.77
13 Kansas $63.36
14 Michigan $62.97
15 Kentucky $62.92
16 Idaho $62.85
17 Wisconsin $62.41
18 Indiana $61.48
19 Rhode Island $60.06
20 Massachusetts $59.94
21 Oregon $59.27
22 New Jersey $58.18
23 North Carolina $58.17
24 Maryland $58.05
25 Washington $56.77
26 Pennsylvania $56.50

27 Nevada $56.42
28 lllinois $55.04
29 Utah $54.62
30 Montana $54.56
31 Alabama $53.28
32 New Mexico $53.11
33 Nebraska $52.45
34 Ohio $51.01
35 Arizona $50.92
36 Louisiana $50.69
37 North Dakota $49.57
38 Oklahoma $48.62
39 Georgia $47.91
40 South Carolina $47.48
41 Virginia $47.44
42 Tennessee $44.88
43 Missouri $44.54
44 Colorado $44.15
45 Florida $43.06
46 South Dakota $41.45
47 Texas $38.12
48 Wyoming $37.29
49 New Hampshire $35.13
50 Alaska $16.22

U.S. Average $56.56

SouRces: U.S. Census Bureau; U.S. Department of Commerce, Bureau of Economic Analysis.

residents in the states. It is affected by growth or decrease in
the wage-earning population (ages 18 to 64) relative to
overall population. Texas’ per capita personal income was
$50,355 for calendar year 2018, and the state ranked
twenty-sixth among the states (Figure 31).

Texas’ cost of living also is relatively low, at 91.5 percent of
the national average during the second quarter of 2019 (see
Figure 32). Texas ranked thirty-ninth among the states and
ranked thirteenth among the 15 most-populous states on
this measure (with first considered the most expensive state

and fiftieth considered the least expensive state).

The ratio of Texas per capita income to U.S. per capita
income is an important driver of the Texas state budget.

Specifically, this ratio is the determining factor of Texas’
Federal Medical Assistance Percentage (FMAP) and, thus,
the state’s share of the cost of the Medicaid program.
Typically, when this ratio increases, Texass FMAP and the
federal share of the cost decreases and the state share
increases, and vice versa. During the past 20 years, per
capita personal income in Texas has fluctuated; it has
remained less than the U.S. total (Figure 33), but the trend
of the ratio has increased during this period. However, the
ratio decreased during calendar years 2015 and 2016,
primarily because of decreased earnings in the oil and gas
industry, and then remained relatively stable during
calendar years 2017 and 2018. For calendar year 2018, per
capita personal income in Texas was approximately 92.5
percent of the U.S. total.
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FIGURE 30
RESIDENT POPULATION RANKING, CALENDAR YEARS 2008 AND 2018

POPULATION (IN MILLIONS)

RANKING STATE 2008 CENSUS 2018 CENSUS CHANGE PERCENTAGE CHANGE
1 California 36.6 39.6 2.95 8.1%
2 Texas 24.3 28.7 4.39 18.1%
3 Florida 18.5 213 2.77 15.0%
4 New York 19.2 19.5 0.33 1.7%
5 Pennsylvania 12.6 12.8 0.19 1.5%
6 lllinois 12.7 12.7 (0.01) 0.0%
7 Ohio 1.5 1.7 0.17 1.5%
8 Georgia 9.5 10.5 1.01 10.7%
9 North Carolina 9.3 10.4 1.07 11.5%
10 Michigan 9.9 10.0 0.05 0.5%
11 New Jersey 8.7 8.9 0.20 2.3%
12 Virginia 7.8 8.5 0.68 8.7%
13 Washington 6.6 7.5 0.97 14.8%
14 Arizona 6.3 7.2 0.89 14.2%
15 Massachusetts 6.5 6.9 0.43 6.7%
U.S. Total 304.1 327.2 23.07 7.6%

SouRCE: U.S. Census Bureau.

FIGURE 31 FIGURE 32
15 MOST POPULOUS STATES PER CAPITA PERSONAL 15 MOST POPULOUS STATES COST OF LIVING AS
INCOME, CALENDAR YEAR 2018 PERCENTAGE OF NATIONAL AVERAGE
PER CAPITA CALENDAR YEAR 2019, SECOND QUARTER
RANKING STATE PERSONAL INCOME PERCENTAGE COST
2 Massachusetts $71,683 RANKING STATE OF LIVING
3 New York $68,668 2 California 139.1%
0,
4 New Jersey $68,236 3 New York 135.3%
0,
5 California $63,557 4 Massachusetts 134.2%
0,
7 Washington $62.026 9 New Jersey 125.4%
. 13 Washington 110.2%
12 Virginia $57,799
o 20 Virginia 101.3%
14 lllinois $56,839
21 Arizona 101.0%
15 Pennsylvania $56,225 .
22 Florida 99.1%
26 Texas $50,355 )
23 Pennsylvania 98.8%
2 Flori 7
8 o.rlda $50,070 30 lllinois 95.0%
31 O_h'°_ $48,739 31 North Carolina 94.4%
32 Michigan $48,423 35 Ohio 92.2%
37 Georgia $46,482 39 Texas 91.5%
41 North Carolina $46,117 41 Georgia 90.6%
42 Arizona $44,329 44 Michigan 89.5%
1 Highest: Connecticut $76,456 1 Highest: Hawaii 192.1%
50 Lowest: Mississippi $37,834 50 Lowest: Mississippi 86.7%
U.S. Total $54,446 U.S. Average 100.00%
SouRce: U.S. Bureau of Economic Analysis. SouRCcE: Missouri Economic Research and Information Center.
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FIGURE 33
PER CAPITA PERSONAL INCOME IN TEXAS AND THE U.S.
CALENDAR YEARS 1999 TO 2018

INCOME
TEXAS AS PERCENTAGE
YEAR TEXAS us. OF U.s.
1999 $26,337 $28,675 91.8%
2000 $28,135 $30,657 91.8%
2001 $29,339 $31,589 92.9%
2002 $29,185 $31,832 91.7%
2003 $29,772 $32,681 91.1%
2004 $30,688 $34,251 89.6%
2005 $32,745 $35,849 91.3%
2006 $35,144 $38,114 92.2%
2007 $36,646 $39,844 92.0%
2008 $39,271 $40,904 96.0%
2009 $36,711 $39,284 93.5%
2010 $38,274 $40,546 94.4%
2011 $41,244 $42,735 96.5%
2012 $43,397 $44,599 97.3%
2013 $43,781 $44,851 97.6%
2014 $46,289 $47,058 98.4%
2015 $46,577 $48,978 95.1%
2016 $45,616 $49,870 91.5%
2017 $47,929 $51,885 92.4%
2018 $50,355 $54,446 92.5%

Source: U.S. Bureau of Economic Analysis.

MAJOR STATE FUNDS

Although more than 400 funds are held in the state Treasury,
the General Revenue Fund and a few closely related special
funds and accounts play key roles in state finance. Funds and
accounts in the state Treasury are not directly equivalent to

methods of finance in the GAA.

GENERAL REVENUE FUND

The General Revenue Fund consists of nondedicated General
Revenue Funds and General Revenue—Dedicated Funds
accounts. The nondedicated portion of the General Revenue
Fund serves as the state’s primary operating fund. Most state tax
revenue, many state fees, and various other sources of revenue
are deposited as nondedicated General Revenue Funds.

Among the taxes deposited initially to the nondedicated
General Revenue Fund are the state sales tax, the franchise
tax, motor vehicle sales taxes, alcohol and tobacco taxes, the
oil production tax, the natural gas tax, and motor fuel taxes.
Expenditures may be made directly from nondedicated
General Revenue Funds, or, in some cases, revenue may be
transferred from nondedicated General Revenue Funds to
special funds or accounts.

Before fiscal year 1991, most of the accounts that now
compose dedicated General Revenue Funds existed as
separate special funds outside the General Revenue Fund. A
fund consolidation process initiated in 1991 brought
almost 200 special funds into the General Revenue Fund as
General Revenue—Dedicated accounts.

An important distinction among special funds and General
Revenue—Dedicated accounts is that cash balances in the
General Revenue-Dedicated accounts are counted as part
of the General Revenue Fund balance in determining the
amount of cash available for certification of appropriations
from the General Revenue Fund; account balances for
special funds do not affect the amount of cash available for
this certification.

AVAILABLE SCHOOL FUND

The ASF receives a total distribution from the PSF and one-
quarter of net motor fuel taxes. The distribution amount is
based upon a total return methodology, which is a
percentage of the average market value of the PSFE. The
distribution rate cannot exceed 6.0 percent of the average
market value. The rate is established by the State Board of
Education (SBOE), or by the Texas Legislature during
biennia when the SBOE fails to establish a rate. Additionally,
the General Land Office has authority to make direct
deposits into the ASF up to $600.0 million per year. Of this
total, any amount in excess of $300.0 million in any year is
considered part of the Tax Reduction and Excellence in
Education Fund described subsequently.

A portion of ASF revenue is transferred to the State
Technology and Instructional Materials Fund. It is used to
provide free textbooks and technology to children attending
Texas public schools. Remaining revenue in the ASF is
allocated to school districts per pupil.

CPA estimates revenue deposited to the ASF for the 2020-
21 biennium to total $2.6 billion for fiscal year 2020 and
$2.7 billion for fiscal year 2021.
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FOUNDATION SCHOOL FUND

One-quarter of occupation taxes—such as the oil production
tax, the natural gas production tax, and the gas, water, and
electric utility tax—are constitutionally dedicated to public
education. The revenue from these taxes initially is deposited
to the General Revenue Fund and then transferred to the
Foundation School Fund. Legislation passed by the Seventy-
fifth Legislature, 1997, statutorily dedicated net lottery
proceeds to public education. Those proceeds are deposited to
the Foundation School Fund. The Foundation School Fund
also receives the revenue from attendance credits purchased by
local school districts within the public school finance system.
Revenue from the Foundation School Fund is distributed to
school districts using Foundation School Program (FSP)
formulas and via multiple methods of finance in the GAA.
CPA estimates total revenue from occupation taxes, lottery
proceeds, and attendance credits to total $5.5 billion for fiscal
year 2020 and $5.8 billion for fiscal year 2021.

STATE HIGHWAY FUND
The State Highway Fund (SHF) may be used for highway

construction and maintenance, acquisition of rights-of-way, and
the policing of public roads. The major revenue sources
deposited directly to the fund include motor vehicle registration
fees, federal highway funds, and the sales tax on motor lubricants.
Motor fuel tax revenue is deposited to the General Revenue
Fund, and a significant portion of that amount is allocated to
the SHE Voter approval in November 2013 of amendments to
the Texas Constitution directed additional General Revenue
Fund allocations to the SHF based on the performance of oil
and gas production taxes. Voter approval in November 2015 of
constitutional amendments directed that a portion of sales tax
and motor vehicle sales tax are to be deposited to the SHF
beginning in fiscal years 2018 (sales tax) and 2020 (motor
vehicle sales tax). CPA estimates revenue deposited to the SHF
for the 202021 biennium to total $14.6 billion for fiscal year
2020 and $14.3 billion for fiscal year 2021.

TEXAS MOBILITY FUND

The Texas Constitution, Article III, Section 49-k, was
added by amendment in November 2001, establishing the
Texas Mobility Fund (TMF). The fund is a revolving fund
in the state Treasury and is administered by the Texas
Transportation Commission and the Texas Department of
Transportation for the design, construction, reconstruction,
acquisition, and expansion of state highways. The TMF
also can be used in the construction of publicly owned toll
roads and other public transportation projects. Subject to

CPA’s approval and the implementation of a strategic plan
that outlines the use of TMF revenues, the Texas
Transportation Commission was authorized to sell debt
obligations of the state to construct highways, toll roads, or
other transportation projects. The Eighty-fourth Legislature,
2015, prohibited the issuance of new TMF obligations,
with certain exceptions, after January 1, 2015. Bond
obligations are guaranteed with a pledge of the state’s full
faith and credit if the TMF balance proves insufficient to
pay outstanding obligations. In that circumstance, the
Legislature must appropriate funds from the Treasury to
pay any outstanding obligations. The Legislature may
dedicate any taxes or other revenues to the TMF that
otherwise are not dedicated by the constitution, namely,
motor fuel taxes, lubricant sales taxes, title fees, and motor
vehicle registration fees. Deposits include portions of fees
for the registration, titling, and inspection of motor
vehicles; driver record information; driver licenses; and for
state traffic fines and penalties.

PROPERTY TAX RELIEF FUND

A portion of all revenue collected through the motor
vehicle sales and use tax, cigarette and tobacco products tax,
and the franchise and business margins tax is deposited to
the Property Tax Relief Fund (PTREF). Fiscal year 2019
transfers to the PTRF totaled $2.1 billion. CPA estimates
amounts transferred to the fund for the 2020-21 biennium
to total $2.0 billion for fiscal year 2020 and $2.1 billion for
fiscal year 2021. The PTREF is one of several funds that
finances the FSP. Any deposits made to the PTRF will
decrease the cost to General Revenue Funds for the FSP by

an equal amount.

TAX REDUCTION AND EXCELLENCE
IN EDUCATION FUND

House Bill 3, Eighty-sixth Legislature, 2019, established
the Tax Reduction and Excellence in Education (TREE)
Fund. CPA is required monthly to deposit an amount of
General Revenue Funds into the TREE Fund equal to the
sales and use tax revenue collected from marketplace
providers during the previous month less the amount of
revenue the CPA estimates would have been collected from
marketplace providers prior to the enactment of House Bill
1525, Eighty-sixth Legislature, 2019. CPA estimates
amounts transferred to the fund for the 2020-21 biennium
to total $0.2 million for fiscal year 2020 and $0.3 million
for fiscal year 2021. Similarly to the PTRE the TREE Fund
serves as a method of finance for the FSP.
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FIGURE 34

ECONOMIC STABILIZATION FUND BIENNIAL DEPOSITS, EXPENDITURES, AND FUND BALANCE

2004-05 TO 2020-21 BIENNIA

(IN BILLIONS)
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NorTE: Fiscal years 2019 to 2021 are projections based on the Comptroller of Public Accounts’ 2019 Certification Revenue Estimate.
SOURCES: Legislative Budget Board; Texas Comptroller of Public Accounts.

ECONOMIC STABILIZATION FUND

The Economic Stabilization Fund (ESF) is a constitutional
fund approved by voters in November 1988. Whenever
collections are sufficient and the balance of the fund is greater
than a threshold amount set by the Legislature, the fund
receives an amount of General Revenue Funds. Beginning in
fiscal year 2022, this threshold amount will be determined by
statute instead of by the Legislature. The amount of General
Revenue Funds that is deposited to the ESF is equal to 37.5
percent of the amount of tax collections from oil production
in excess of 1987 levels, and 37.5 percent of the amount of
tax collections from natural gas in excess of fiscal year 1987
levels. If the fund balance is less than the threshold balance,
the fund can receive up to 75.0 percent of these excess tax
collections. The fund also receives one-half of any
unencumbered General Revenue Funds balance at the end of
each biennium. The Legislature also may appropriate revenue

to the ESE

Appropriations may be made from the ESF with a three-
fifths vote of the members present in each chamber in certain
circumstances. These circumstances include when a budget

deficit develops during a biennium or when CPA estimates
that revenue will decrease from one biennium to the next.
Appropriations may be made from the ESF for any purpose
at any time with a two-thirds vote of the members present in
each chamber of the Legislature.

The ESF ended fiscal year 2019 with a balance of $10.1 billion.
The Eighty-sixth Legislature, 2019, made appropriations from
the ESF of $4,867.7 million for the 2018—19 biennium and
$1,160.0 million for the 2020-21 biennium. Of the amount
appropriated by the Eighty-sixth Legislature, a portion was
expended during the 2018-19 biennium in addition to
appropriations by the Eighty-fifth Legislature, Regular Session,
2017. The remaining appropriations are expected to be
expended during the 202021 biennium. After transfers to the
fund based on oil and natural gas production tax revenue,
interest income, investment earnings, and the expenditure of
appropriations authorized by prior Legislatures, CPA estimates
the ESF to end the 2020-21 biennium with a balance of $9.4
billion. Figure 34 shows the revenue, expenditure, and balance
history of the ESF since fiscal year 2004, and projections for
the 2020-21 biennium.
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FEDERAL FUNDS APPROPRIATIONS

Appropriated Federal Funds for the 2020-21 biennium total
$86,453.8 million, a 3.2 percent increase from the 2018-19
biennial total of $83,791.7 million (Figure 35). The largest shifts
in federal funding include an increase of $2,374.9 million in the
Health and Human Services function, an increase of $3,502.3
million in the Higher Education function, and an increase of
$2,484.3 million in the Nartural Resources function. These

increases are offset by a decrease of $6,476.8 million in the Public
Safety and Criminal Justice function. Federal Funds contribute
34.8 percent of the 2020-21 biennial All Funds budget (Figure
36), approximately equal to the percentage share (34.9 percent)
during the 2018-19 biennium. These amounts differ from those
shown in Figure 26 due to the state’s receipt of federal dollars after
agency appropriations are finalized. These amounts usually are

new federal grants or larger grant awards than originally projected.

FIGURE 35
FEDERAL FUNDS BY FUNCTION, 2018-19 TO 2020-21 BIENNIA
(IN MILLIONS) EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
ALL FUNCTIONS 2018-19 2020-21 CHANGE CHANGE
Article | — General Government $1,264.0 $1,376.9 $112.9 8.9%
Article Il — Health and Human Services $46,421.5 $48,796.5 $2,374.9 5.1%
Article Ill — Agencies of Education $10,802.4 $14,512.3 $3,709.9 34.3%
Public Education $10,519.6 $10,727.2 $207.6 2.0%
Higher Education $282.9 $3,785.1 $3,502.3 1,238.4%
Article IV — Judiciary $4.0 $3.6 (30.4) (10.7%)
Article V — Public Safety and Criminal Justice $6,747.9 $271.1 ($6,476.8) (96.0%)
Article VI — Natural Resources $3,823.5 $6,307.8 $2,484.3 65.0%
Article VII — Business and Economic Development $14,715.6 $15,174.5 $458.9 3.1%
Article VIl — Regulatory $12.6 $11.1 ($1.6) (12.4%)
Article IX — General Provisions $0.0 $0.0 $0.0 N/A
Article X — Legislature $0.0 $0.0 $0.0 N/A
Total, All Articles $83,791.7 $86,453.8 $2,662.1 3.2%

NoTE: Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to

rounding.
SOURCE: Legislative Budget Board.

FIGURE 36

FEDERAL FUNDS AS PERCENTAGE OF ALL FUNDS, 2020-21 BIENNIUM

(IN MILLIONS)

State and
Other Funds
65.2%

34.8%

All Funds
Total=5$248,313.9

Federal Funds
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17.6%

Education
16.8%

Health and
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56.4%

Other
9.2%

Federal Funds
Total=$86,453.8

NoTEe: Other=Natural Resources —7.3%; General Government —1.6%; Public Safety and Criminal Justice —0.3%; General Provisions — 0.0%;

Judiciary — less than 0.01%; Regulatory — less than 0.01%.
SOURCE: Legislative Budget Board.
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FIGURE 37
PERCENTAGE OF EACH FUNCTION’S ALL FUNDS BUDGET THAT IS FEDERAL FUNDS, 2020-21 BIENNIUM
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SOURCE: Legislative Budget Board.

Development

Not all federal funding streams directed to Texas are included in
these totals. For example, Earned Federal Funds are
reimbursements to the state for expenditures already paid with
state funds; these funds are included in General Revenue Funds.
Most Federal Funds received by higher education institutions
and a portion of Medicaid Disproportionate Share Hospital
payments also are not included in the Federal Funds totals.
Supplemental Nutrition Assistance Program benefits are not
appropriated, nor are in-kind federal contributions such as the
vaccines the federal government distributes to Texas.
Expenditures for federal government salaries and wages,
procurement, and direct payments to entities and individuals
are not received by the state and, therefore, also are not included

in the Federal Funds total.

Most of the Federal Funds that Texas receives (90.8 percent)
are for services provided through the Health and Human
Services, Business and Economic Development, and
Education functions within the 2020-21 GAA. Figure 37
shows each function’s Federal Funds as a percentage of the
function’s All Funds budget.

HEALTH AND HUMAN SERVICES

In the 202021 GAA, it is estimated that Health and Human
Services agencies will receive $48.8 billion in Federal Funds,
which is 56.4 percent of the state’s total Federal Funds.
Federal Funds for these agencies are expected to increase $2.4
billion from 2018-19 biennial levels. This increase is
attributable largely to the Medicaid program, in which
Federal Funds increased by $2.7 billion. An increase in
Medicaid funding is attributable primarily to caseload
growth and maintaining fiscal year 2019 average costs for

most services, and to net more favorable federal matching

rates. See Chapter 5, Health and Human Services, for
additional information related to Medicaid funding. Federal
funds increases for the Health and Human Services agencies
are offset partially by a $409.8 million decrease in federal
disaster assistance. This funding was awarded to the state
after Hurricane Harvey made landfall on the Texas coast in
August 2017 for certain disaster-related expenses. The Health
and Human Services Commission, which administers the
state’s Medicaid program and the federal Children’s Health
Insurance Program, receives 93.6 percent of the function’s
total Federal Funds.

BUSINESS AND ECONOMIC DEVELOPMENT

It is estimated that Business and Economic Development
agencies will receive $15.2 billion in Federal Funds during the
2020—21 biennium, an increase of $458.9 million from 2018—
19 biennial levels. The increase is attributable primarily to a
$160.8 million increase at the Texas Workforce Commission for
additional childcare services provided to low-income families
and funding to replace various unemployment insurance and
workforce services information technology systems, coupled
with a $268.8 million increase at the Texas Department of
Transportation related to federal transportation funds that
support highway and construction planning. Federal sources are
expected to contribute approximately 40.9 percent of the total
budget for the Business and Economic Development function.

EDUCATION

The Education agencies account for the third-largest portion of
Federal Funds in the state budget. Education agencies are expected
to receive $14.5 billion in Federal Funds during the 2020-21
biennium (16.8 percent of the state’s total Federal Funds), an
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increase of $3.7 billion from 2018-19 biennial levels. Most of the
increase is attributable to the transfer of the Texas Division of
Emergency Management (TDEM) from the Texas Department
of Public Safety to the Texas A&M University System, pursuant
to House Bill 2794, Eighty-sixth Legislature, 2019. Federal Funds
appropriations for TDEM are attributable primarily to federal
assistance for Hurricane Harvey and other disasters.

OTHER FUNCTIONS

Federal Fundsfor the remaining functions—General Government,
Judiciary, Public Safety and Criminal Justice, Natural Resources,
and Regulatory—are estimated to total $8.0 billion (9.2 percent)
of the state’s federal receipts during the 202021 biennium.

LOCAL REVENUE

Property taxes and local sales and use taxes are levied by school
districts, counties, cities, metropolitan transit authorities, and
special districts. Although these revenues are not appropriated,
these collections may affect state appropriations.

PROPERTY TAXES

Property taxes are levied by school districts, counties, cities,
and special districts. The variety of special districts includes
the following entities: junior colleges, hospitals, rural fire-
fighting, municipal utilities, flood control, navigation, and

economic development reinvestment zones.

TAXABLE VALUES

Gross taxable property values, adjusted for productivity
valuation, totaled $848.4 billion for calendar year 1998.
Productivity valuation is a measure of land value based on
the land’s ability to produce income from agriculture or
timber operations. By calendar year 2018, adjusted gross
property values were at $2,982.3 billion, an increase of 251.5
percent from the 1998 level. For calendar year 2018, net
taxable school district property values increased $179.7
billion, or 7.5 percent from the calendar year 2017 amount,
shown in Figure 38. Since 1998, net taxable school district
property values decreased once, from calendar years 2009 to
2010, shown in Figure 39.

lS:ICGI-IL:;!;lei';ISTRICT NET TAXABLE PROPERTY VALUES, CALENDAR YEARS 2017 AND 2018

(IN BILLIONS)

PROPERTY 2017 2018 PERCENTAGE CHANGE
A Single-family Residences $1,412.6 $1,506.1 6.6%
B. Multifamily Residences $176.2 $197.5 12.1%
C1.  Vacant Platted Lots and Tracts $50.3 $52.5 4.5%
C2.  Colonia Lots $0.1 $0.1 (18.6%)
D1.  Real Property: Qualified Acres $12.7 $13.2 3.7%
D2. Real Property: Farm and Ranch $5.1 $4.0 (22.8%)
E. Real Property: Nonqualified Acres $87.6 $95.0 8.4%
F1.  Commercial Real $444.8 $473.6 6.5%
F2.  Industrial Real $138.5 $151.6 9.4%
G. QOil, Gas, Minerals $75.1 $96.3 28.3%
J. Utilities $75.9 $78.9 4.0%
L1.  Commercial Personal $159.2 $164.0 3.0%
L2. Industrial Personal $117.1 $122.3 4.4%
M. Mobile Homes and Other Personal $6.9 $7.3 6.6%
N. Intangible Personal $0.0 $0.0 149.6%
0. Residential Inventory $10.9 $12.2 12.2%
S. Special Inventory $7.7 $7.7 0.5%
Total Market Value $2,780.7 $2,982.3 7.3%
Less Exemptions ($391.4) $(413.3) 5.6%
Net Taxable Value $2,389.3 $2,569.0 7.5%

SouRcE: Comptroller of Public Accounts.
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FIGURE 39

SCHOOL DISTRICT PROPERTY VALUES, CALENDAR YEARS 1998 TO 2018

(IN BILLIONS)
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SouRcE: Comptroller of Public Accounts.
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FIGURE 40

SCHOOL PROPERTY TAX EXEMPTIONS, CALENDAR YEARS 2017 AND 2018

(IN MILLIONS)

PERCENTAGE PERCENTAGE
EXEMPTION 2017 OF TOTAL 2018 OF TOTAL
State Homestead and Disabled Veterans $159,285.2 40.7% $164,550.2 39.8%
Homestead Appraisal Valuation Cap $38,555.2 9.9% $36,498.1 8.8%
Tax Freeze on Over-65 Homesteads $100,655.9 25.7% $111,461.0 27.0%
Subtotal, Homestead Exemption Value $296,570.8 76.3% $309,558.3 75.6%
Other $92,891.7 23.7% $100,814.4 24.4%
Total Exemptions $391,388.0 100.0% $413,323.8 100.0%

SouRcE: Comptroller of Public Accounts.

For calendar year 1998, school district exemptions accounted
for $99.2 billion of reduced taxable value. By calendar year
2018, this amount grew to $413.3 billion, a $314.1 billion
increase from 1998 levels. For calendar year 2018,
approximately 75.6 percent of the total exemption amount
was attributable to the state-mandated residential homestead
exemptions, the 10.0 percent residential homestead appraisal
valuation cap, and the property tax freeze for qualified
homeowners age 65 or older, shown in Figure 40.

PROPERTY TAX LEVIES
For calendar year 2017, the most recent year for which
complete property tax data is available, 4,226 local taxing

units levied $59.4 billion in property taxes, an increase of
$3.3 billion, or 5.9 percent from the 2016 level. As shown in

Figure 41, school districts levied the highest amount of
property taxes for calendar year 2017 at $32.1 billion,
followed by cities at $9.7 billion, counties at $9.5 billion,
and special districts at $8.0 billion. The levy imposed by
school districts for calendar year 2017 was 7.6 percent higher
than for 2016.

From calendar years 1997 to 2017, statewide property tax
levies increased by $41.7 billion, or 236.4 percent. School
district levies increased by the largest amount, $21.7 billion,
accounting for 52.1 percent of the total increase. For 1997,
school districts levied approximately $10.4 billion in
property taxes, 58.9 percent of property taxes levied in the
state. By 2017, school districts levied $32.1 billion in
property taxes, for 54.1 percent of total property taxes.
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FIGURE 41

PROPERTY TAX LEVIES, CALENDAR YEARS 1997 TO 2017

(IN MILLIONS) TOTAL PROPERTY PERCENTAGE
TAX YEAR SCHOOL DISTRICT CITY COUNTY SPECIAL DISTRICT TAXES CHANGE
1997 $10,394.5 $2,847.1 $2,658.3 $1,759.6 $17,659.5 4.8%
1998 $11,334.6 $3,006.0 $2,828.3 $1,889.1 $19,058.0 7.9%
1999 $12,009.9 $3,248.0 $2,979.3 $2,041.0 $20,278.2 6.4%
2000 $13,392.3 $3,530.9 $3,200.9 $2,389.1 $22,513.2 11.0%
2001 $15,155.2 $3,884.8 $3,566.9 $2,703.5 $25,310.4 12.4%
2002 $16,418.8 $4,186.8 $3,849.7 $2,864.5 $27,319.8 7.9%
2003 $17,264.2 $4,415.2 $4,121.8 $3,092.3 $28,893.4 5.8%
2004 $18,534.0 $4,607.8 $4,462.8 $3,369.1 $30,973.6 7.2%
2005 $20,194.9 $4,901.8 $4,772.7 $3,609.6 $33,479.0 8.1%
2006 $20,918.1 $5,323.0 $5,339.6 $3,972.2 $35,552.9 6.2%
2007 $18,874.2 $5,890.3 $5,837.0 $4,513.1 $35,114.6 (1.2%)
2008 $21,233.5 $6,451.0 $6,342.7 $4,952.7 $38,980.0 11.0%
2009 $21,780.1 $6,593.8 $6,526.7 $5,133.8 $40,034.4 2.7%
2010 $21,558.3 $6,755.4 $6,567.1 $5,392.5 $40,273.3 0.6%
2011 $22,001.6 $6,810.0 $6,742.9 $4,926.1 $40,480.6 0.5%
2012 $23,072.8 $7,055.0 $7,064.7 $5,543.4 $42,735.9 5.6%
2013 $24,854.7 $7,324.4 $7,537.7 $5,529.4 $45,246.3 5.9%
2014 $26,792.7 $7,828.6 $8,115.0 $6,370.5 $49,106.7 8.5%
2015 $28,176.5 $8,380.4 $8,689.5 $6,954.1 $52,200.6 6.3%
2016 $29,854.8 $9,165.2 $9,027 .4 $8,031.4 $56,078.9 7.4%
2017 $32,132.6 $9,730.4 $9,531.7 $8,010.2 $59,405.0 5.9%

SouRce: Comptroller of Public Accounts.

Figure 42 shows the percentage change in total property tax
levies from 1997 to 2017. During this period, school district
levies increased at an average annual rate of 5.9 percent,
which is 0.4 percent more than the 5.5 percent average

annual increase in personal income in Texas.

LOCAL SALES TAX

Local governmental entities, such as cities, counties,
metropolitan transit authorities, and special districts, may
impose local sales and use taxes. State law caps the combined
rate set by local jurisdictions at 2.0 percent. The taxes are
administered and collected by CPA and then remitted back
to the local jurisdiction. Figure 43 shows the remittances for
calendar years 2016 to 2018.
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FIGURE 42

ANNUAL SCHOOL DISTRICT TAX LEVY AND ANNUAL PERSONAL INCOME PERCENTAGE CHANGES

CALENDAR YEARS 1997 TO 2017
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SouRcE: Comptroller of Public Accounts.
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FIGURE 43
LOCAL SALES TAX REMITTANCES, FISCAL YEARS 2016 TO 2018
(IN MILLIONS) 2016 2017 2018

PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
TAXING UNIT REMITTED OF TOTAL REMITTED OF TOTAL INCREASE REMITTED OF TOTAL INCREASE
Cities $5,292.3 65.5% $5,478.9 65.0% 3.5% $5,923.7 64.6% 8.1%
Transit authorities $1,831.8 22.7% $1,898.0 22.5% 3.6% $2,022.2 22.1% 6.5%
Counties $470.1 5.8% $501.2 5.9% 6.6% $573.5 6.3% 14.4%
Special districts $490.6 6.1% $553.5 6.6% 12.8% $650.1 71% 17.4%
Total $8,084.7 $8,431.6 4.3% $9,169.5 8.8%

SouRcE: Comptroller of Public Accounts.

ECONOMIC INDICATORS
The Texas economy rebounded strongly during the 2018-19

biennium, after the ripple effects from the collapse of crude
oil, natural gas, and natural gas liquid prices led to depressed
economic activity during the 2016-17 biennium. Texas Real
Gross State Product (RGSP) grew at the slowest rate since the
fiscal year 2009 recession during fiscal years 2016 and 2017.
However, stabilization of hydrocarbon prices and a
corresponding rapid increase in production led to RGSP
growth rates of 2.8 percent during fiscal year 2018 and 4.4
percent during fiscal year 2019. Similarly, Texas employment
growth slowed to less than the U.S. national average during
the 2016-17 biennium for the first time in more than a
decade. However, employment growth rates of 2.2 percent

during fiscal year 2018 and 2.3 percent during fiscal year
2019 resumed the over-performance relative to the national
average during both years.

Figure 44 shows the recent historical values of several Texas
economic indicators and the Comptroller of Public Accounts’
most recent forecast of these values for the 2020-21

biennium.
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FIGURE 44

TEXAS ECONOMIC-BASED INDICATORS, FISCAL YEARS 2012 TO 2021 (1)
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FIGURE 44 (CONTINUED)
TEXAS ECONOMIC-BASED INDICATORS, FISCAL YEARS 2012 TO 2021 (1)

INDICATOR 2021 PROJECTED TREND

QOil Price $54.00 per barrel

B $54.00

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Natural Gas Price $2.55 per MMBTU (3)
$3.10
Mﬁ
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
NoTES:
(1) Trends for fiscal years 2019 to 2021 are based on projections from the Comptroller of Public Accounts’ Certification Revenue Estimate,
October 2019.

(2)  Amounts for the Gross State Product are based on 2012 dollars.
(3) MMBTU=million British Thermal Units.
SOURCES: Legislative Budget Board; Comptroller of Public Accounts.
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3. SUMMARY OF SIGNIFICANT FISCAL LEGISLATION

This chapter provides brief summaries of those bills and joint
resolutions passed by the Eighty-sixth Legislature, 2019, that
will affect significantly the fiscal condition or which represent
the material change to the fiscal operation of the state. The
chapter is divided into four sections: (1) legislation with
significant implications for the state budget or operations; (2)
legislation that materially affects state fiscal policy; (3)
legislation that affects information technology and contract
oversight; and (4) significant tax and revenue legislation. Bills
and joint resolutions are presented in alphanumeric order

within each of the sections.

BILLS WITH SIGNIFICANT BUDGETARY
OR OPERATIONAL IMPLICATIONS

SENATE BILL 500

The Texas Constitution authorizes the Legislature to consider
and adopt budget bills, referred to as General Appropriations
Bills, during regular or special legislative sessions. To maintain
the operation of state government, the Legislature passes the
bills to provide funding to state agencies and institutions of
higher education for the upcoming biennium. As discussed in
the preceding State Budget Overview chapter, House Bill 1
provides funding for the 2020-21 biennium. However, the
Legislature may consider additional bills that modify existing
spending levels and authority for the current and upcoming
fiscal periods. Such bills are referred to commonly as
supplemental appropriations bills and include appropriations
and provisions that can be effective for up to a two-year period.
As deemed necessary by the Legislature or the Governor, one

FIGURE 45
SUPPLEMENTAL APPROPRIATIONS BILLS
2002-03 TO 2018-19 BIENNIA

LEGISLATIVE SESSION BILL
Eighty-sixth, Regular, 2019 Senate Bill 500

Eighty-fifth, Regular, 2017 House Bill 2
Eighty-fourth, Regular, 2015 House Bill 2
Eighty-third, Regular, 2013 House Bill 1025
Eighty-third, Regular, 2013 House Bill 10
Eighty-second, Regular, 2011 House Bill 4
Eighty-second, Regular, 2011 House Bill 275
Eighty-first, Regular, 2009 House Bill 4586
Eightieth, Regular, 2007 House Bill 15
Seventy-ninth, Third Called, 2006 House Bill 63
Seventy-ninth, Regular, 2005 House Bill 10
Seventy-eighth, Regular, 2003 House Bill 7

SOURCE: Legislative Budget Board.

or more items in a supplemental bill may be designated as an
emergency as authorized by the Texas Constitution, Article III,
Section 5. Figure 45 shows the 12 supplemental bills enacted
since fiscal year 2003.

The Eighty-sixth Legislature, 2019, passed Senate Bill 500,
which appropriates a total of $9,862.2 million in All Funds,
representing $1,687.9 million in General Revenue Funds and
General Revenue—Dedicated Funds, $6,027.7 million from
the Economic Stabilization Fund (ESF), and $2,146.5 million
in Federal Funds during fiscal year 2019 and fiscal years 2020
and 2021, as shown in Figure 46.

FIGURE 46
SENATE BILL 500 APPROPRIATIONS, FISCAL YEAR 2019 AND FISCAL YEARS 2020 AND 2021
GENERAL REVENUE FUNDS AND ECONOMIC FEDERAL

FUNCTION GENERAL REVENUE-DEDICATED FUNDS STABILIZATION FUND FUNDS ALL FUNDS
General Government ($74.1) $343.0 $0.0 $268.9
Health and Human Services $2,228.2 $582.4 $2,146.5 $4,957.1
Public Education ($683.7) $2,666.4 $0.0 $1,982.7
Higher Education $30.9 $132.2 $0.0 $163.1
Public Safety and Criminal Justice $225.8 $253.6 $0.0 $479.3
Natural Resources ($45.2) $1,907.2 $0.0 $1862.0
Business and Economic Development $0.0 $142.9 $0.0 $142.9
Regulatory $6.1 $0.0 $0.0 $6.1
Total $1,687.9 $6,027.7 $2,146.5 $9,862.2
NoTE: Totals may not sum due to rounding.
SOURCE: Legislative Budget Board.
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Some of the significant appropriations made by Senate Bill
500 include the following changes:

« a $2,000.0 million increase in General Revenue
Funds and an additional $2,150.0 million in
matching Federal Funds to address a shortfall in
Medicaid funding;

+ a $1,113.0 million increase from the ESF to the
Teacher Retirement System, including $524.0
million for a state contribution to be deposited into
the Teacher Retirement System Trust Account Fund,
and $589.0 million to provide a onetime additional
payment to annuitants;

« a$1,171.2 million increase from the ESF to the Texas
Education Agency (TEA) for expenses related to
Hurricane Harvey, including the following amounts:
(1) $806.5 million for 2018-19 biennial Hurricane
Harvey-related expenses, a portion of which were
required and otherwise would have been paid with
General Revenue Funds, related to increased student
costs, decreases in school district property values,
and facilities remediation; and (2) $636.0 million for
projected 2020-21 biennial Hurricane Harvey-related
expenses at TEA related to facilities remediation and
lower district property tax collections;

+ an $840.0 million increase from the ESF to the Water
Development Board for grant funding of flood-
related projects and updating flood risk maps across
the state;

« a $445.4 million increase from the ESF to the Health
and Human Services Commission for continuing
improvements to state hospital facilities;

« a $365.0 million increase from the ESF for Federal
Emergency Management Agency (FEMA) Public
Assistance projects;

e a $273.0 million increase from the ESF for non-
federal FEMA Hazard Mitigation projects;

« a $220.0 million increase in General Revenue
Funds to the Department of Criminal Justice for
Correctional Managed Health Care and correctional
officer overtime;

e a $219.6 million increase in General Revenue Funds
to ensure state compliance with federal special

education funding requirements;

+ a $211.0 million increase from the ESF to
the Comptroller of Public Accounts for deposit
into the Texas Tomorrow Fund to pay for 2020-21
biennial obligations;

e a $200.0 million increase from the ESF for state
participation in nonfederal match for studies and
projects planned for Texas by the U.S. Army Corps
of Engineers;

« a $150.0 million increase from the ESF to the Soil
and Water Conservation Board for earthen dam

infrastructure projects;

+ a $125.0 million increase from the ESF to the
Department of Transportation to provide funding
for grants through the Transportation Infrastructure
Fund;

e a $110.9 million increase from the ESF to TEA
to provide funding to school districts and charter
schools for school hardening and post-disaster school

safety; and

« a $100.0 million increase from the ESF to Trusteed
Programs within the Office of the Governor to
provide disaster response and relief grants.

HOUSE BILL 3

House Bill 3 made comprehensive systemic changes to public
education funding, implemented school district property tax
reform, and required that a portion of additional state
funding provided is used for pay increases for teachers and
other staff. Key changes to the Foundation School Program
(ESP) include the repeal and establishment of numerous
allotments, changes to guaranteed yields and other funding
formulas, and property tax compression. The legislation also
establishes several new non-FSP programs at TEA.

The Eighty-sixth Legislature, 2019, appropriated $11.5
billion in General Revenue Funds in addition to what was
required by previous law for public schools to implement the
provisions of House Bill 3. These funds will provide
additional public education funding, provide salary increases,
and pay for school district property tax relief and decreased
recapture.

Components of the $11.5 billion in additional funding
include $6.5 billion for increased school funding, $5.0
billion for property tax relief through the compression of
school district tax rates, and a projected decrease of recapture
payments of $3.5 billion during the 2020-21 biennium.
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Additional details regarding House Bill 3 may be found in
the Chapter 6 section on the Texas Education Agency.

HOUSE BILL 6

House Bill 6 requires the Texas Division of Emergency
Management (TDEM) to establish a recovery task force that
provides specialized assistance for communities and
individuals to address financial issues, available federal
assistance programs, and recovery and resiliency planning to
speed recovery efforts at the local level.

The legislation also extends statutorily required emergency

management  training to emergency management
coordinators in locations that have populations of 500,000
or more, and requires certain emergency management

programs to provide catastrophic debris management.

House Bill 6 allocates a share of state hotel occupancy
taxes collected in certain coastal counties to a General
Revenue-Dedicated Account for coastal erosion response,
beginning September 1, 2021. The allocated tax revenue is
dedicated to the General Land Office for certain coastal
management program purposes that benefit a coastal
county. The provisions described in House Bill 6 expire
September 1, 2031.

HOUSE BILL 8

House Bill 8, the Lavinia Masters Act, removes the statute of
limitations for sexual assault if the assault has not been
subject to forensic DNA testing. The legislation requires the
contents of certain sexual assault examination kits and other
biological evidence to be retained for 40 years, or undil the
statute of limitations expires, whichever period is longer. The
legislation also establishes a new Statewide Telehealth Center
for Sexual Assault Forensic Medical Examination within the
Office of the Attorney General.

The legislation requires a publicly accredited crime laboratory
to complete analysis of the evidence of a sexual assault or
other sex offense within 90 days of receipt of the evidence.
The legislation expands the definition of “active criminal
case” to include “other sex offenses,” and sets requirements
for victim notification before the destruction of evidence.
The entity receiving sexual assault evidence is required to
provide detailed instructions and a standard form to the
victim describing how to object to the destruction of
evidence. The legislation also requires publicly accredited
crime laboratories to submit a quarterly report of the number
of collection kits that have not been submitted for analysis by

law enforcement agencies.

House Bill 8 requires a standardized form, developed by the
Department of State Health Services, which provides
information regarding the processing and analysis of sexual
assault exam kits to certain victims of sexual assault before
the survivor is released from the examination facility. If a
criminal case occurs in which evidence of a sexual assault or
other sex offense is collected and the number of offenders is
uncertain or unknown, a publicly accredited crime laboratory
must analyze any evidence submitted to the lab that is
necessary to identify the offender or offenders.

HOUSE BILL 1325

House Bill 1325 legalizes the production of hemp and hemp-
derived products such as cannabidiol (CBD). The legislation
requires the Texas Department of Agriculture (TDA) to
develop a state plan to monitor and regulate hemp
production. A hemp grower’s license is required to cultivate,
handle, or ship hemp, and a shipping certificate is required
for interstate transportation of hemp. The legislation
establishes the State Hemp Production Account to collect
revenue from licensing fees and administrative penalties
related to the administration and enforcement of the program
and the Hemp Transportation Account to collect revenue
from civil penalties for interstate shipment of hemp without
proper certification. Both accounts are established as
dedicated accounts in the General Revenue Fund.

Establishments and individuals must apply for consumable
hemp product through the
Department of State Health Services (DSHS). A sample of

manufacture’s  licenses
a consumable hemp product must be tested to determine
the delta-tetrahydrocannabinol (THC) concentrate of the
product and the presence of heavy metals, pesticides, and
other substances. DSHS and the Department of Public
Safety are required to establish a process for random testing
of CBD products to ensure that products do not contain
harmful ingredients, are produced in compliance with
federal regulation, and have a THC concentrate of less than
0.3 percent.

The Eighty-sixth Legislature, 2019, appropriated $2.1
million in General Revenue Funds to TDA and DSHS to
implement the provisions of the legislation.

HOUSE BILL 1501

House Bill 1501 amends various chapters of the Texas
Occupations Code and adds Chapter 507 relating to the
establishment of the Texas Behavioral Health Executive
Council (BHEC) and continuation and transfer of the
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regulation of psychologists, marriage and family therapists,
professional counselors, and social workers to BHEC. The
legislation established BHEC effective September 1, 2019.
The legislation abolishes the State Board of Examiners of
DPsychologists, the Texas Board of Marriage and Family
Therapists, the Texas Board of Examiners of Professional
Counselors, and the Texas State Board of Social Worker
Examiners and transfers the regulation of psychologists,
marriage and family therapists, professional counselors, and
social workers to BHEC effective September 1, 2020. The
legislation continues BHEC until September 1, 2029.

HOUSE BILL 2048

House Bill 2048 repeals the Driver Responsibility Program
(DRP) and eliminates surcharges assessed on drivers
convicted of certain driving offenses. The legislation forgives
surcharges assessed on or before September 1, 2019, and
reinstates any driver license that was suspended only because
of a failure to pay a DRP surcharge.

House Bill 2048 increases the state traffic fine from $30 to
$50, and establishes, in addition to the fine prescribed for
the specific offense, a fine of $3,000 for the first conviction
of certain intoxicated driver offenses within a 36-month
period; $4,500 for a second conviction within a 36-month
period; and $6,000 if the individual’s blood, breath, or
urine testing showed an alcohol concentration of more than

a certain amount.

With the repeal of the program, the new fines will be assessed
once, rather than each year for a three-year period in
accordance with DRP. The new fines will be collected by
local governments and remitted to the Comptroller of Public
Accounts quarterly.

HOUSE BILL 2384
House Bill 2384

compensation structure to adjust the state salaries for certain

establishes a tiered, tenure-based
state judge and prosecutor positions to a percentage of the
state-based salary of a district court judge depending on years
of service. The legislation requires the state salary for a state
judge and prosecutor position to equal 110.0 percent of a
district judge’s state base salary for four or more years of
service and 120.0 percent of a district judge’s state base salary
for eight or more years of service. The legislation decreases
the length of service required for judges or justices to be
eligible for longevity pay from 16 years to 12 years and
increases the multiplier of a judge’s monthly salary from
0.035 to 0.05. The legislation increases the statutory base for

the state salary of a district judge from $125,000 to $140,000
and continues the current authority for the salary to be set at
an amount established in the General Appropriations Act.
The provisions of the legislation also relate the state salary of
presiding judges, certain family court associate judges,
county prosecutors, professional prosecutors, and the State
Prosecuting Attorney to the state base salary of a district
judge with comparable years of experience. The Eighty-sixth
Legislature, General Appropriations Act, 2020-21 Biennium,
appropriates $30.0 million in All Funds, including $29.3
million in General Revenue Funds and $0.7 million in
Federal Funds, to judicial agencies to implement the
legislation’s provisions.

HOUSE BILL 2794

The Governor's Commission to Rebuild Texas, established
after Hurricane Harvey, recommended the unification of
certain emergency management functions within the state.
House Bill 2794 transfers the administration of the Texas
Division of Emergency Management (TDEM) from the
Department of Public Safety (DPS) to the Texas A&M
University (TAMU) System effective September 1, 2019.
The legislation provides for the continuance of all DPS rules,
policies, procedures, and decisions relating to the
administration of TDEM and establishes that references in
law or administrative rules to DPS regarding the

administration of TDEM refer to the TAMU System.

House Bill 2794 also requires TAMU System and DPS to
enter into a memorandum of understanding relating to the
transfer of TDEM and sets out the required contents of the
memorandum. The legislation requires the Governor to
appoint the chief of TDEM. TDEM is required to manage
and staff the state operations center in accordance with an
agreement with DPS.

The Texas Education Code is amended to make conforming
changes that define TDEM as an agency of higher education
within the TAMU System’s authority.

HOUSE JOINT RESOLUTION 12

House Joint Resolution 12 amends the constitution,
authorizing the Legislature to increase the maximum
General Obligation bond amount from $3.0 billion to $6.0
billion, to be issued by the Texas Public Finance Authority
and used by the Cancer Prevention and Research Institute
of Texas (CPRIT) if appropriated to it by the Legislature.
Of the original $3.0 billion in General Obligation bond
authority authorized to be used by CPRIT in fiscal year
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2007, the remaining balance is projected to be awarded for
grants in fiscal year 2021. By statute, the issuance of bonds
and the awarding of grants is limited to $300.0 million

each fiscal year.

SENATE BILL 8

Senate Bill 8 requires the Texas Water Development Board
(TWDB) to prepare and adopt a comprehensive state flood
plan before September 1, 2024, and every five years thereafter.
The legislation also requires TWDB to coordinate with the
Texas Commission on Environmental Quality (TCEQ), the
Texas Department of Agriculture, the General Land Office,
the Texas Parks and Wildlife Department, the Texas Division
of Emergency Management, and the State Soil and Water
Conservation Board (TSSWCB) to adopt related guidance
principles, to be reviewed at least every five years. The plan
must provide for flood preparation and response, guide state
and local flood control policy, and, if possible, contribute to
water development. The plan must incorporate regional
flood plans submitted by flood planning groups established
in the legislation. The plan must include an evaluation of the
condition and adequacy of flood control infrastructure on a
regional basis, a ranked statewide list of ongoing and
proposed flood control and mitigation projects and strategies,
an analysis of flood control projects included in previous
state flood plans, an analysis of development in the 100-year
floodplain, and legislative recommendations to facilitate
flood control planning and project construction.

The legislation requires TSSWCB to develop a dam repair
and maintenance plan to be submitted to TWDB every 10
years and to report annually to TWDB on progress made on
the items listed in the plan. The legislation requires TWDB,
in coordination with TSSWCB and TCEQ, to prepare a

report on the repair and maintenance needs of certain dams.

Senate Bill 500, Eighty-sixth Legislature, 2019, appropriates
$47.0 million for a two-year period beginning June 2019,
from the newly established Texas Infrastructure Resiliency
Fund to TWDB to implement the legislation’s provisions.

SENATE BILL 11

Senate Bill 11 establishes new programs and requirements
related to school safety and establishes the Foundation
School Program school safety allotment, which provides an
entitlement for each student in average daily attendance.
Appropriations for the school safety allotment total an
estimated $100.0 million for the 2020-21 biennium.
Funds from the allotment are required to be used for

securing facilities, providing security, and school safety
training and planning. The legislation also contains
provisions affecting other state agencies and institutions,
including the establishment of the Texas Child Mental
Health Care Consortium at the Texas Higher Education
Coordinating Board, which was appropriated $99.0
million, and an expansion of the responsibilities of the
Texas School Safety Center at Texas State University, for
which $9.1 million was appropriated.

SENATE BILL 12

The legislation increases statutorily required contribution
rates from the state, public education employers, and
members to the Teacher Retirement System (TRS) for
retirement benefits. The legislation also expands the employer
contribution to apply to all public education employers,
including employers that participate in the federal Social
Security program. Previously, only public education
employers that were not participating in Social Security were
required to make the contribution.

The legislation requires a onetime additional annuity
payment to certain TRS annuitants equal to the lesser of the
member’s monthly gross annuity payment or $2,000,
contingent on the Legislature appropriating additional
funding to TRS to cover the cost of the payment. Senate Bill
500, Eighty-sixth Legislature, 2019, provided $589.0 million
in Other Funds from the ESF for fiscal year 2019 for this
payment, and $524.0 million for the 2020-21 biennial cost
of the state contribution increase.

SENATE BILL 72

Senate Bill 72 establishes the Human Trafficking Prevention
Coordinating Council. The group is presided over by the
Attorney General or a designee, includes representatives
from multiple state agencies, and is tasked with developing
and implementing five-year strategic plans to prevent human
trafficking. Five-year strategic plans must include an
inventory of human trafficking prevention programs
administered by the state, and a plan to coordinate the
expenditure of state funds appropriated to address human
trafficking. The first five-year strategic plan is required to be
submitted to the Legislature by May 1, 2020, and annual
reports providing progress updates are due by December 1 of
each subsequent calendar year. The Eighty-sixth Legislature,
General Appropriations Act, 2020-21 Biennium, Article IX,
Section 17.11, Human Trafficking Prevention Coordinating
Council, provides $58.4 million in All Funds to address
human trafficking across eight state agencies.
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SENATE BILL 346

Senate Bill 346 restructures the allocation of state criminal
court costs and establishes a consolidated local court cost.
Several criminal court costs are added to the state consolidated
court cost, and that cost is increased for all felony and
misdemeanor convictions. Multiple court costs are renamed
as reimbursement fees or fines without changing the
application of the existing law. Several changes are made to
the distribution of revenue generated from the state
consolidated court cost by changing the percentage
distribution of revenue for existing purposes and adding
purposes to which the revenue is directed. When a new item
is added, the legislation also repeals a related court cost or
eliminates the portion of a court cost remitted to the state.

The legislation establishes a consolidated local court cost
with a total cost that equals the sum of several previous local
criminal court costs that the legislation repealed. Several
court costs are reclassified as fines, and a new category of
reimbursement fees is established for cost recovery. Court
costs that previously were not collected for a judicial purpose
are repealed. The legislation establishes two new accounts in
the General Revenue Fund: DNA Testing and Transportation
Administrative Fee. The legislation redesignates General
Revenue—Dedicated Account No. 5174, Drug Court, as the
Specialty Court Account and establishes the Jury Service
Fund in the state Treasury.

SENATE BILL 2119

Senate Bill 2119 amends the Texas Occupations Code
relating to the transfer of the regulation of motor fuel
metering and motor fuel quality from the Texas Department
of Agriculture (TDA) to the Texas Department of Licensing
and Regulation (TDLR). The legislation transfers sections of
the Texas Agriculture Code to the Texas Occupations Code
regarding the inspection, required registration, complaints
regarding motor fuel metering devices, and the sale, delivery,
quality, and testing of motor fuel. The legislation requires
TDA and TDLR to enter a memorandum of understanding
to implement the provisions related to the state metrology
lab, which will remain at TDA. The legislation requires TDA
and TDLR to adopt a transition plan for the program’s
orderly transfer and complete it by September 1, 2020.

FISCAL MATTERS AND FUND ACCOUNTING
HOUSE BILL 1422

The legislation continues the Texas Historical Commission
(THC) through August 31, 2031, and transfers six historic

sites from the Texas Parks and Wildlife Department
(TPWD) to THC: Fanthorp Inn, Lipantitlan, Monument
Hill and Kreische Brewery, Port Isabel Lighthouse, San
Jacinto  Battleground, and Washington-on-the-Brazos.
Related to the transfer of sites, the legislation amends the
maximum allocations of Sporting Goods Sales Tax revenue
to TPWD and THC from 94.0 percent and 6.0 percent,
respectively, to 93.0 percent and 7.0 percent. The legislation
also authorizes agencies that have curatorial collections and
officially adopted deaccession policies to sell deaccessioned
items through the State Surplus Property program,
administered by the Texas Facilities Commission. Proceeds
from the sale of deaccessioned items are to be deposited to
the new General Revenue—Dedicated Account No. 5179,
Historic Property Proceeds, and are authorized to be
appropriated to affected agencies for the care and

preservation of qualifying curatorial collections.

HOUSE BILL 3317
Each session, starting with the Seventy-fourth Legislature,
1995, the Legislature has passed a fund consolidation bill.

Like previous fund consolidation bills, House Bill 3317,
2019, abolishes all funds,
dedications  established or
reestablished by the Eighty-sixth Legislature, except those

Eighty-sixth Legislature,
accounts, and revenue
specifically exempted by the legislations provisions. The
legislation continues the provision making unappropriated
revenue and balances in General Revenue—Dedicated Funds
accounts available for general governmental purposes and
certification of General Revenue Fund appropriations by
the Comptroller of Public Accounts.

HOUSE BILL 3745

House Bill 3745 extends the sources of funding for the Texas
Emissions Reduction Plan (TERP) beyond August 31, 2019,
until each active or revoked ozone National Ambient Air
Quality Standards area in Texas has been designated by the
U.S. Environmental Protection Agency as being in
attainment or nonclassifiable. The deposit of fees and
surcharges to the credit of TERP and transfer of State
Highway Funds deposited to TERP’s credit are continued
until September 1, 2021. After this date, the legislation
establishes the new Texas Emissions Reduction Plan Fund
(TERP Fund) as a trust fund held outside of the Treasury by
the Comptroller of Public Accounts and administered by the
Texas Commission on Environmental Quality (TCEQ).
This fund would consist of revenues from fees and surcharges
previously deposited to TERD including the continued
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transfer of State Highway Funds. The legislation authorizes
money in the TERP Fund to be expended without legislative
appropriation and directs TCEQ to deposit any remaining
unencumbered balances from the TERP Fund to TERP at
the end of each biennia. The legislation also increases the
administrative allocation funded from both TERP and the
TERP Fund from $8.0 million to $16.0 million each year.

HOUSE JOINT RESOLUTION 4 AND SENATE BILL 7
Together, House Joint Resolution 4 and Senate Bill 7 amend
the constitution and the Texas Water Code to establish two
new accounts, the Flood Infrastructure Fund (FIF) and the
Texas Infrastructure Resiliency Fund (TIRF), and authorize
the Texas Water Development Board (TWDB) to issue
revenue bonds for both accounts. In November 2019, voters
approved an amendment to the Texas Constitution, Article
I11, proposed by House Joint Resolution 4, which established
FIF effective January 1, 2020. FIF is held in the state Treasury
outside of the General Revenue Fund. It is administered by
TWDB, without further legislative appropriation, to assist in
the financing, through loans and grants, of drainage, flood
control, and flood mitigation projects. The fund consists of
appropriations from the Legislature, proceeds of General
Obligation bonds, repayments from loans made from the
fund, and proceeds from the sale of bonds or other obligations
held in the fund. Senate Bill 500, Eighty-sixth Legislature,
2019, appropriates $793.0 million in Other Funds from the
ESF to the FIE

Senate Bill 7 establishes TIRF as a special fund in the
state Treasury outside of the General Revenue Fund, also
to be administered by TWDB. The fund consists of
four subaccounts: (1) the Floodplain Management
Account, which previously existed as a separate account;
(2) the Hurricane Harvey Account; (3) the Flood Plan
Implementation Account; and (4) the Federal Matching
Account. The

intended to be used for projects related to flood

Floodplain Management Account is

planning, protection, mitigation or adaptation; for
collecting and analyzing flood-related information; for
providing flood-related information to the public; and for
evaluating the response to and mitigation of flooding
affecting residential property. The Hurricane Harvey
Account is to be used by TWDB solely to provide funding
to the Texas Division of Emergency Management (TDEM)
for TDEM to provide financing for projects related to
Hurricane Harvey. TDEM may use the funds to provide
grants and loans to eligible political subdivisions for flood
projects and may provide grants for federal matching funds

for flood projects. The Flood Plan Implementation Account
may be used only to provide financing for projects included
in the state flood plan. The Federal Matching Account may
be used only to provide matching funds for flood projects
receiving federal funding, including projects funded by the
U.S. Army Corps of Engineers. The account is authorized
to make below-market-rate loans to subdivisions with
flexible repayment terms to finance the local match of
federal ship channel projects. Senate Bill 500 appropriates
$857.0 million from the Economic Stabilization Fund to
TIRE Of that amount, $47.0 million is credited to the
Floodplain Management Account.

HOUSE JOINT RESOLUTION 151 AND HOUSE BILL 4611

House Joint Resolution 151 proposed a constitutional
amendment, which was passed by voters and enacted into
law in November 2019, to increase the amount of funding
that the General Land Office may transfer directly from the
Permanent School Fund to the Available School Fund from
$300.0 million each year to $600.0 million each year. The
amendment also authorized the State Board of Education or
another entity that has responsibility for the management of
revenues derived from Permanent School Fund land or other
properties to distribute up to $600.0 million annually from
the Permanent School Fund to the Available School Fund in
addition to other distributions authorized by the constitution
or statute. House Bill 4611 is the enabling legislation to the
constitutional amendment in House Joint Resolution 151.

SENATE BILL 69

The legislation abolishes the legislative select committee
charged with determining a sufficient balance for the
Economic Stabilization Fund (ESF) and establishes
provisions for the Comptroller of Public Accounts (CPA) to
determine the allocations of oil and gas production tax-
related revenue for transfer to the State Highway Fund (SHF)
and the ESF pursuant to the Texas Constitution, Article III,
Section 49-g(c-2). The legislation requires CPA, beginning
in fiscal year 2022, to determine and adopt for the state fiscal
biennium an amount equal to 7.0 percent of the certified
General Revenue—Related appropriations made for that fiscal
biennium to serve as a threshold for adjusting allocations of
money for transfer to the ESF and SHE The legislation
requires CPA to determine whether the sum of the balance of
the ESF on the preceding August 31, and any projected
transfers to the ESF is less than the threshold adopted for
that biennium. If the sum of the balance and transfers to the
ESF is less than the threshold amount, then CPA would be
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required to decrease the allocation to the SHF and increase
the allocation to the ESF until the threshold amount is
achieved or the total amount of the allocation pursuant to
the Texas Constitution, Article III, Section 49-g(c), is
allocated to the ESFE whichever occurs first. The legislation
extends the statutory expiration date for the allocation of oil
and gas production tax-related revenue transfers to the SHF
from December 31, 2024, to December 31, 2034 (fiscal year
2035). Additionally, the legislation authorizes CPA to invest
up to three-quarters of the ESF balance, in a manner that a
prudent investor exercising reasonable care, skill, and caution
would invest, provided that at all times at least one-quarter of
the ESF balance must be invested in a manner that ensures
the liquidity of that amount.

SENATE JOINT RESOLUTION 24 AND SENATE BILL 26

Senate Joint Resolution 24 proposed an amendment to the
Article  VIII, to

automatically the net revenue received each fiscal year from

Texas  Constitution, appropriate

the collection of sales and use taxes on sporting goods,
identified as Sporting Goods Sales Tax (SGST), to the Parks
and Wildlife Department (TPWD) and the Historical
Commission (THC). The amendment, approved by voters
in November 2019, becomes effective September 1, 2021,
and will apply only to state tax revenue collected on or after
that date. The amendment will prohibit appropriated
SGST from being considered available for certification by
the Comptroller of Public Accounts (CPA) pursuant to the
Texas Constitution, Article III, Section 49a(b). The
amendment authorizes the Legislature, by a two-thirds vote
in each chamber, to direct CPA to decrease the amount that
otherwise would be appropriated to TPWD and THC by
50.0 percent. The decrease could occur only for the fiscal
year in which the legislative vote is taken or in either of the
following two fiscal years.

Senate Bill 26, with voter approval of Senate Joint Resolution
24, establishes the General Revenue—Dedicated Account No.
5139, Historic Sites Fund (Account No. 5139), for
appropriations to THC and specifies the permitted uses for
SGST. Account No. 5139 will consist of allocations of SGST;
transfers, interest, revenue from the operation of historic
sites; grants; and donations. The legislation also becomes
effective September 1, 2021, with the exception of
establishing the account, which is effective January 1, 2020.
The Eighty-sixth Legislature, General Appropriations Act,
2020-21 Biennium, appropriates $342.1 million, or 100.0
percent of available SGST to THC ($24.0 million) and
TPWD ($318.1 million).

INFORMATION TECHNOLOGY
AND CONTRACT OVERSIGHT

SENATE BILL 65

Senate Bill 65 contains substantive changes affecting contract
reporting to the Legislative Budget Board (LBB) and
technology monitoring and reporting by the Quality
Assurance Team (QAT). The legislation increases the
threshold for a major information resources project (MIRP)
that would be subject to QAT review from $1.0 million to
$5.0 million. The legislation requires state agencies that seek
a contract for development or implementation of an MIRP
of $10.0 million or more to submit proposed contract terms
to QAT before negotiation and to submit the final negotiated
QAT for

recommendations. Before executing the final MIRP contract,

and unsigned contract to review and
the legislation requires agencies to comply with QAT’s
recommendations or to submit a written explanation why
the recommendations are not applicable to the contract. The
legislation prohibits vendors from assigning their rights to a
third party in accordance with a state agency contract for an
MIRP, or a contract involving sensitive personal information,
without preapproval by the state agency. The state agency
must notify the LBB at least 14 days before deciding the

proposed assignment.

The legislation requires the State Auditor’s Office to rate
annually the 25 largest agencies, as determined by the LBB,
for compliance with state procurement processes. The
legislation requires the Comptroller of Public Accounts and
the Department of Information Resources to develop
guidelines for the Contract Advisory Team and QAT,
respectively, to monitor agencies identified for decreased or
additional monitoring.

In addition to the requirement to report vendor performance
after contract completion, the legislation requires state
agencies to report vendor performance at key contract
milestones, and at least once annually for contracts with a
value of more than $5.0 million.

The legislation requires state agencies to include in each
contract file a checklist to ensure compliance with state laws
and rules relating to the acquisition of goods and services.
'The legislation requires a state agency’s procurement director
or designee to review the contents of the contract file before
the agency awards certain contracts. Senate Bill 65 also
repeals the Teacher Retirement System’s exemption to certain

procurement and contracting requirements.
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TAX AND REVENUE

HOUSE BILL 1525

House Bill 1525 adds new definitions of a “marketplace,”
“marketplace seller,” and “marketplace provider” to the Texas
Tax Code, Chapter 151, Limited Sales, Excise, and Use Tax.
A marketplace is a physical or electronic medium through
which someone other than the owner of the medium makes
sales of items subject to the Limited Sales and Use Tax.
Previously, neither the marketplace provider nor the
marketplace seller were required to collect and remit the tax
in certain circumstances pertaining to the location of the
marketplace seller. Pursuant to House Bill 1525, the
marketplace provider is responsible for collecting and
remitting the tax imposed on sales made through the
marketplace. The Comptroller of Public Accounts estimates
that House Bill 1525 will increase tax collections by $550.0
million during the 2020-21 biennium.

SENATE BILL 2

Senate Bill 2 prohibits cities, counties, and certain other
special taxing jurisdictions with populations of more than
30,000 from adopting a property tax rate that increases
maintenance and operations tax levies on existing property
by more than 3.5 percent without voter approval. The
legislation defines this rate as the voter-approval tax rate.
Previously, voter approval was required, upon voter petition,
if the property tax growth rate exceeded 8.0 percent.

Senate Bill 2 provides various other reforms to the property
tax appraisal process, including establishing the Property Tax
Administration Advisory Board to advise the Comptroller of
Public Accounts (CPA) regarding state oversight of appraisal
districts. The legislation revises training guidelines for
Appraisal Review Board members, requires that tax rates and
other information are posted in an online database, and
makes other changes relating to the administration of
property taxes. Administrative costs to CPA to implement all
provisions of the legislation are estimated to total $968,000
per year and require 13.0 full-time-equivalent positions. The
legislation also prohibits an Appraisal Review Board from
determining the appraised value of a protested property to be
an amount greater than the appraised value of the property as
shown in the appraisal records.
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4. GENERAL GOVERNMENT

General Government agencies provide a variety of public and state administrative support services. Included in the functional
area are executive-branch elective offices established by the Texas Constitution such as the Office of the Governor, the Comptroller
of Public Accounts, and the Office of the Attorney General. In addition to the elective offices, other agencies are responsible for
various functions, including the following: oversight and management of state debt; administration of state employee healthcare
and retirement benefits; oversight of state and federal election laws; preservation of the state’s cultural and historic resources;
veterans education and job training programs; management of information technology and telecommunications services;

oversight of building construction and maintenance programs; and administration of cancer prevention and research programs.

FIGURE 47
ARTICLE | - GENERAL GOVERNMENT, BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED APPROPRIATED
METHOD OF FINANCE 2018-19 2020-21 BIENNIAL CHANGE PERCENTAGE CHANGE
General Revenue Funds $3,338.7 $4,028.6 $689.9 20.7%
General Revenue—Dedicated Funds $858.5 $582.2 ($276.2) (32.2%)
Federal Funds $1,264.0 $1,376.9 $112.9 8.9%
Other Funds $2,317.0 $1,464.9 ($852.1) (36.8%)
Total, All Methods of Finance $7,778.2 $7,452.7 ($325.5) (4.2%)
SHARE OF FUNDING BY METHOD OF FINANCE (IN MILLIONS) SIGNIFICANT DEVELOPMENTS
(IN MILLIONS) TOTAL=$7,452.7 Fiscal Programs within the Comptroller of Public
General Accounts decreased by $179.8 million due to
Revenue—Dedicated decreased payments for unclaimed property claims
Funds and supplemental appropriations during fiscal
$582.2 year 2019 for the Texas Guaranteed Tuition Plan.
1.8%
\ ™ Federal Funds
$1,376.9

5% Funding for the Texas Facilities Commission

270 decreased by $289.4 million due to the
removal of onetime funding, offset by increased
appropriations for new construction projects and
deferred maintenance projects.

General Revenue Funds
$4,028.6
54.1%

__ Other Funds

$1,464.9

19.7%

Funding for the Trusteed Programs within the Office
of the Governor includes $150.0 million for the
Texas Enterprise Fund and $100.0 million in
supplemental appropriations for disaster grants
for fiscal year 2019.

FULL-TIME-EQUIVALENT POSITIONS

9,7122.5
- O--0 Department of Information Resources funding
9,066.0 increased by $139.9 million for data center
services and the Texas.gov website, including
$8.0 million for information technology security.

2015 2017 2019 2021

NOTES:

(1) Excludes Interagency Contracts.

(2) Full-time-equivalent positions show actual positions for fiscal years 2014 to 2018, budgeted positions for fiscal year 2019, and appropriated
positions for fiscal years 2020 and 2021.

SOURCES: Legislative Budget Board; State Auditor’s Office.
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FIGURE 48

ARTICLE | - GENERAL GOVERNMENT APPROPRIATED BY AGENCY, ALL FUNDS

(IN MILLIONS) EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
FUNCTION 2018-19 2020-21 CHANGE CHANGE
Commission on the Arts $13.0 $27.9 $14.9 114.8%
Office of the Attorney General $1,226.3 $1,375.2 $148.9 12.1%
Bond Review Board $1.6 $1.8 $0.2 11.1%
Cancer Prevention and Research Institute of Texas $595.2 $600.1 $4.9 0.8%
Comptroller of Public Accounts $640.6 $654.5 $13.9 2.2%
Fiscal Programs within the Office of the Comptroller $1,421.0 $1,241.3 ($179.8) (12.6%)
of Public Accounts

Commission on State Emergency Communications $144.8 153.8 $8.9 6.2%
Texas Emergency Services Retirement System $4.1 $4.1 $0.0 0.0%
Employees Retirement System $27.2 $27.5 $0.3 1.1%
Texas Ethics Commission $5.9 $7.1 $1.2 21.0%
Facilities Commission $1,027.6 $738.2 ($289.4) (28.2%)
Public Finance Authority $3.0 $3.1 $0.1 3.3%
Office of the Governor $31.5 $24.9 ($6.6) (20.9%)
Trusteed Programs within the Office of the Governor $1,579.6 $1,359.5 ($220.1) (13.9%)
Historical Commission $103.4 $64.3 ($39.1) (37.8%)
Department of Information Resources $726.1 $865.9 $139.9 19.3%
Library and Archives Commission $74.0 $71.2 ($2.8) (3.7%)
Pension Review Board $2.0 $2.3 $0.3 15.3%
Preservation Board $37.1 $21.8 ($15.2) (41.1%)
State Office of Risk Management $107.0 $108.8 $1.8 1.7%
Secretary of State $68.1 $84.4 $16.3 24.0%
Veterans Commission $91.7 $95.0 $3.3 3.6%
Subtotal, General Government $7,930.8 $7,532.9 ($397.9) (5.0%)
Employee Benefits and Debt Service $714.3 $855.0 $140.7 19.7%
Less Interagency Contracts $866.9 $935.2 $68.3 7.9%
Total, All Functions $7,778.2 $7,452.7 ($325.5) (4.2%)

NoTE: Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to

rounding.
SOURCE: Legislative Budget Board.

MAJOR FUNDING

The 2020-21 biennial funding levels of General Government

agencies decreased by $397.9 million compared to 2018-19

biennial spending levels. Significant changes include the

following components:

« funding for the Commission on the Arts totals $27.9

million in All Funds for the 2020-21 biennium,
which is an increase of $14.9 million from the
2018-19 biennium, attributed primarily to increases

in General Revenue Funds for Cultural District Arts
and Military Arts Healing grants programs and a
grant for a cultural and performing arts center;

funding for the Office of the Attorney General
totals $1.4 billion in All Funds for the 2020-21
biennium, which is a net increase of $148.9 million
from the 2018-19 biennium. This increase is
attributed primarily to an additional $114.3 million
in All Funds for a major information resource

project and $18.5 million in additional General
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Revenue-Dedicated Funds from Account No. 469,
Compensation to Victims of Crime. Additionally,
the General Appropriations Act directs that the Texas
Child Support Enforcement System 2.0 is canceled,
and no funds are appropriated for the project;

the Cancer Prevention and Research Institute of
Texas is funded at $600.1 million for the 2020-21
biennium. This amount includes $436.0 million
in remaining available bond proceeds, and $164.0
million in new General Obligation Bond Proceeds,
pursuant to House Joint Resolution 12, Eighty-sixth
Legislature, 2019. Voters approved the increase of
bond authority for the agency from $3.0 billion to
$6.0 billion;

funding for the Comptroller of Public Accounts
totals $654.5 million in All Funds for the 2020-21
biennium, which is an increase of $13.9 million. The
increase is related primarily to additional funding for
information technology projects and funding for the
implementation of legislation relating to ad valorem
taxation passed by the Eighty-sixth legislature, 2019;

funding for Fiscal Programs within the Comptroller
of Public Accounts totals $1.2 billion in All Funds for
the 2020-21 biennium, a decrease of $179.8 million.
The decrease is attributed primarily to the decrease
in 2020-21 biennial appropriations regarding
unclaimed property claims and other miscellaneous
claims, and a supplemental increase in fiscal year
2019 appropriations related to the Texas Guaranteed
Tuition Plan;

funding for the Texas Ethics Commission totals $7.1
million in All Funds for the 2020-21 biennium,
which is an increase of $1.2 million from the 2018—
19 biennium, due primarily to increased funding
relating to information technology projects;

funding for the Texas Facilities Commission totals
$738.2 in All Funds for the 2020-21 biennium,
which is an All Funds net decrease of $289.4
million from the 2018-19 biennium. Funding
for the 2020-21 biennium includes an additional
$475.2 million in revenue bond authority for new
construction projects, and an additional $120.2
million in General Revenue Funds for deferred
maintenance projects. These increases were offset by
the removal of onetime capital project funding used
during the 2018-19 bienniumy;

+ funding for the Trusteed Programs within the Office

of the Governor includes a net decrease of $220.1
million in All Funds from the 2018—19 biennium.
Funding includes: $30.0 million in General Revenue
Funds to provide funding to the Defense Economics
Adjustment  Assistance Grant program; $150.0
million in All Funds for the Texas Enterprise Fund;
$40.0 million in All Funds for the Governor’s
University Research Initiative; and $50.0 million
in General Revenue Funds for the Film and Music
Program. Decreases in All Funds are associated with
the elimination of onetime revenues. Additionally,
$100.0 million in Other Funds from the Economic
Stabilization Fund is provided pursuant to Senate Bill
500, Eighty-sixth Legislature, 2019, the supplemental
appropriations bill, for disaster grants;

funding for the Historical Commission totals $64.3
million in All Funds for the 2020-21 biennium,
which is a decrease of $39.1 million from the 2018—
19 biennium, primarily due to a decrease in Other
Funds from the Economic Stabilization Fund for
Courthouse Preservation Grants and capital projects
at the agency’s historic sites. Senate Bill 500 provides
supplemental appropriations of $25.0 million from
the Economic Stabilization Fund for fiscal year 2019
for Courthouse Preservation Grants and $7.0 million
for capital projects at historic sites and the agency’s
offices within the Capitol Complex;

funding for the Department of Information Resources
totals $865.9 million in All Funds, primarily in Other
Funds from Interagency Contracts and Appropriated
Receipts, for the 2020-21 biennium, an increase
of $139.9 million. The increase is due primarily to
an estimated increase in data center services and
receipts for implementation of and enhancements
to the Texas.gov state website. Increases also include
$8.0 million in General Revenue Funds to provide
multifactor authentication to the state’s high-risk
information technology systems, secure coding
training to developers across state agencies, and to

rovide a security rating of state agencies’ websites;
g g

funding for the Texas State Library and Archives
Commission totals $71.2 million in All Funds for
the 2020-21 biennium, which is a decrease of $2.8
million from the 2018-19 biennium. Included in
supplemental appropriations for fiscal year 2019 is
$4.4 million for the renovation of state-owned space
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to accommodate rising demand for records storage.
Without supplemental funding, funding for agency
programs increased by $1.6 million, or 2.4 percent,
from the 2018-19 biennium. The increase is related
primarily to onetime grants to provide library
services and enhancements to certain communities,
an anticipated increase in receipts for state records
services, and increased funding due to increasing
costs for library resource sharing; and

funding for the Secretary of State totals $84.4 million
in All Funds for the 2020-21 biennium, which
is an increase of $16.3 million from the 2018-19
biennium, largely due to the receipt of a federal
grant and increased funding for primary election
reimbursements and information technology projects.
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TEXAS COMMISSION ON THE ARTS

PURPOSE: To advance the state of Texas economically and culturally
by supporting a diverse and innovative arts community through
resources that enhance economic development, arts education,

cultural tourism, and artist sustainability initiatives.

ESTABLISHED: 1965

AUTHORIZING STATUTE: The Texas Government Code,
§444.001

GOVERNANCE: Commission—nine members appointed
by the Governor with advice and consent of the
Senate

FIGURE 49
TEXAS COMMISSION ON THE ARTS BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $9.9 $25.4 $15.4 155.1% EQUIVALENT
General Revenue—Dedicated Funds $0.1 $0.0 ($0.1) (99.6%) POSITIONS
Federal Funds $2.1 $2.0 ($0.2) (8.4%)

2020 14.0
Other Funds $0.8 $0.6 ($0.2) (24.2%)
Total, All Methods of Finance $13.0 $27.9 $14.9 114.8% 2021 14.0

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$27.9

Arts and
Cultural Grants
$25.7
92.0%

Administration
2 @
8.0%

SOURCE: Legislative Budget Board.

The agency received an additional $10.0 million

in General Revenue Funds for Cultural District
Arts grants intended to attract visitors and increase
cultural tourism.

The agency received $5.0 million in General
Revenue Funds to provide a grant for a cultural and
performance arts center.

The agency received $0.3 million in General
Revenue Funds for Military Arts Healing grants.

The agency received approximately 1,500 grant
applications during fiscal year 2019, and grant
awards totaled an estimated $5.3 million. Most
agency grants require a one-to-one match.
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MAJOR FUNDING

Funding for the Texas Commission on the Arts (TCA)
increased by $14.9 million, or 114.8 percent from the 2018—
19 biennium. This All Funds increase is attributable primarily
to $10.0 million in General Revenue Funds provided for
Cultural District Arts grants and a $5.0 million grant for a
cultural and performance arts center.

PROGRAMS

The agency carries out responsibilities through two
major program areas: (1) arts and cultural grants; and
(2) administration.

The primary function of the Texas Commission on the Arts
is providing financial assistance to local entities through
grants. Grants are in three broad categories: Arts Create, Arts
Respond, and Performance Support and Agency Initiatives.
Arts Create grants provide operational support, and the latter
two categories provide support to projects in at least one of
the following priority areas: economic development,
education, health and human services, natural resources and
agriculture, and public safety and criminal justice. Figure 50
shows the agency’s funding allocation for the grant categories
for fiscal year 2020 and the two types of Arts Respond grants.
To promote effective grant distribution, agency staff consults
with grant recipients on grant-writing procedures and
presents webinar trainings, workshops, and seminars on
issues of particular relevance to applicants. Agency staff also
conduct site visits of grant recipients to monitor and evaluate
the use of grant funds. The agency’s website provides links to
arts information and services throughout the state,
professional development resources, an online grant
application system, and online evaluation report forms.
During fiscal year 2019, the agency received approximately
1,500 applications requesting more than $41.0 million in
grants; of these amounts, the agency awarded $5.3 million to
1,443 applicants. For fiscal year 2020, the agency expects to
process 1,800 grant applications and distribute approximately
$15.0 million in grant awards, which includes the grant for
the Art Center in Flower Mound described in the Eighty-
sixth Legislature, General Appropriations Act (GAA), 2020—
21 Biennium, Article I, Commission on the Arts, Rider 6.

The Arts Create program provides operational support grants
to nonprofit and local government arts organizations for
administration, exhibits, performances, production, touring
exhibitions, and other core programs. The agency awards
Arts Create grants to arts organizations in five categories:
established arts organizations with operating budgets of

FIGURE 50
TEXAS COMMISSION ON THE ARTS GRANT AWARD
ALLOCATIONS, FISCAL YEAR 2020

(IN MILLIONS) TOTAL=$15.2
Arts Respond — Cultural Arts Respond — Other Projects
District Projects $1.5
$4.7 (10.2%)
(30.9%)
Performance
Support
$0.6
(3.6%)
Arts Create o
$3.3 Agency Initiatives
(21.6%) §5.1
(33.7%)

NoTEe: Amounts for fiscal year 2020 are estimated.
SOURCE: Legislative Budget Board.

greater than $5.0 million; those with operating budgets from
$1.0 million to $5.0 million; those with budgets from
$50,000 to less than $1.0 million; established minority arts
organizations with budgets of at least $50,000; and local arts
organizations. Arts Create grant awards range from
approximately $3,000 to $22,000. All Arts Create grant
awards require an equal match from recipients. Appropriations
for the 2020-21 biennium for the Arts Create program are
approximately $6.2 million.

The Arts Respond program includes grants for cultural
district projects and other projects that are not affiliated
with a cultural district. For the 2020-21 biennium, the
agency is appropriated new funding of $10.0 million in
General Revenue Funds for cultural district programs. TCA
has designated 40 cultural districts, which may apply for
grants for cultural tourism projects that will attract visitors,
enhance a cultural district, diversify local economies, or
serve other purposes. These grants range from $5,500 to
$250,000 for fiscal year 2020. Other Arts Respond grants
are awarded in five categories, based on the state’s priorities
established by the Governor. These categories include
economic development, education, health and human
services, natural resources and agriculture, and public safety
and criminal justice. Appropriations of $250,000 in
General Revenue Funds for the new Military Arts Healing
program are considered Other Arts Respond grants and
provide arts-based therapeutic programming for military
patients and veterans. Typically, Arts Respond grant awards
that are not for cultural districts range from $1,000 to
$9,000; military and veteran organizations receive grants
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ranging from $2,000 to $18,000. All Arts Respond grants
require a one-to-one match. Appropriations for the 2020-
21 biennium for these Arts Respond programs total
approximately $13.2 million.

Performance Support grants provide professional artist fees
to schools, libraries, and other organizations to hire artists
from the agency’s touring roster. The TCA Touring Artists
and Companies Roster includes Texas-based artists and
companies that perform regularly outside their communities
and that maintain reasonable artistic fees for performances.
The Young Masters program awards grants to students in
grades eight to 11 to develop skills in arts disciplines.
Quarterly Arts Respond Performance Support grants range
from approximately $200 to $6,000, and annual awards are
limited to $8,000.

The agency’s final grant program is referred to as Agency
Initiatives, which is for specifically designated projects that
typically are covered by external funds such as conferences or
Texas Folklife. The agency also awards grants from other
funding sources—including those from the National
Endowment for the Arts and private donors—for various
purposes or initiatives, including Poetry Out Loud, a poetry
recitation competition for high school students. An addition
to the agency’s bill pattern for the 2020-21 biennium, GAA,
Article I, TCA, Rider 6, specifies that $5.0 million in General
Revenue Funds is appropriated to provide a grant for a
community cultural and performing arts center in Flower
Mound. Appropriations for Performance Support and
Agency Initiative grant programs total approximately $6.3
million for the 2020-21 biennium.
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OFFICE OF THE ATTORNEY GENERAL

PURPOSE: To defend the constitution and laws of the state of Texas
and serve as the legal counsel to the Governor, the Legislature, and ESTABLISHED: 1876
the state’s more than 250 agencies, commissions, and institutions

of higher education. The Attorney General represents the state AUTHORIZING STATUTE: The Texas Constitution,

oe o ) . ) Article 1V, §22
in civil and criminal cases, assists and coordinates with local
jurisdictions for the prosecution of certain criminal cases, enforces GOVERNANCE: Statewide elected official
the state’s consumer protection laws, investigates and prosecutes
Medicaid fraud and Internet crimes, and administers the state’s
child support program and victims’ compensation program.
FIGURE 51
OFFICE OF THE ATTORNEY GENERAL BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED APPROPRIATED  BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-
General Revenue Funds $452.8 $515.0 $62.1 13.7% EQUIVALENT
General Revenue—Dedicated Funds $144.1 $162.6 $18.6 12.9% POSITIONS
Federal Funds $481.5 $539.3 $57.8 12.0%
2020 4,223.9
Other Funds $147.9 $158.2 $10.3 7.0%
Total, All Methods of Finance $1,226.3 $1,375.2 $148.9 12.1% 2021 4,229.9
AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS) SIGNIFICANT DEVELOPMENTS
TOTAL=$1,375.2 The Office of the Attorney General (OAG)
collected $8.8 billion in child support payments
Child Support during the 2018-19 biennium and expects
$858.9 to collect approximately $8.9 billion during
62.5% the 2020-21 biennium.
Crime Victims' ) o )
Services The OAG is named as the presiding officer of
$238.6 the newly established Human Trafficking
17.4% Prevention Coordinating Council, which is
charged with planning and coordinating statewide
Legal Services human trafficking prevention funds.
$236.9
17.2%
Medicaid Crimes .
$39.3 o The Texas Child Support Enforcement System
2.9% 2.0 project has been defunded and cancelled. The
project began during fiscal year 2010 and had a
Administration final estimated budget of $419.6 million in state and
and Support ¢ federal funding.
$1.5
0.1%

SOURCE: Legislative Budget Board.
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MAJOR FUNDING

Appropriations for the Office of the Attorney General
(OAG) increased by a net $148.9 million in All Funds due to
the following increases: $114.3 million in All Funds for a
major information technology project; $18.5 million in
General Revenue—Dedicated Funds from Account No. 469,
Compensation to Victims of Crime, for increased crime
victims compensation payments; $13.2 million in General
Revenue Funds related to increased federal Social Security
Act, Title IV, Part D, annual service fee collections; $12.7
million in General Revenue Funds for staff attorney salary
increases; $8.7 million in General Revenue Funds for
additional victims’ assistance grants; $6.0 million in General
Revenue Funds for implementing the Centralized Accounting
and Payroll/Personnel System; $3.5 million in General
Revenue Funds to expand the Human Traflicking Section;
and $2.0 million in General Revenue Funds to expand the
Election Fraud Unit within the agency’s legal services
division. These amounts are offset partially by a decrease in
funding of $30.0 million due to the removal of onetime
capital project funds utilized during the 2018-19 biennium
or the decrease of revenue receipts.

PROGRAMS

The agency carries out its mission through five main program
areas: (1) child support; (2) crime victims™ services; (3) legal
services; (4) Medicaid crimes; and (5) State Office of Risk

Management administrative support.

CHILD SUPPORT

The Child Support Division is OAG’s largest program area,
representing 55.0 percent of total agency funding and 65.0
percent of the agency’s full-time-equivalent (FTE) positions.
OAG is responsible for the Child Support Enforcement
Program, as provided in the federal Social Security Act, Title
IV, Part D. The OAG Child Support Division provides
services that locate delinquent parents, establishes paternity
and court-ordered support obligations, and enforces the
collection of established support obligations. These activities
are supported by state funds, which are matched with Federal
Funds. The Legislature appropriated $750.2 million and
5,490.4 FTE positions for the 2020-21 biennium for
activities related to child support enforcement. To cover costs
associated with managing the retention and distribution of
child support payments, OAG is required to include annual
service fees for certain Title IV, Part D, child support cases.
The federal government retains 66.0 percent of these annual
service fees, which are classified as child support program

income. The federal Bipartisan Budget Act of 2018 required
states to increase the service free from $25 for cases of more
than $500 to $35 for cases valued at more than $550. This
increase was executed by the Eighty-sixth Legislature, 2019,
which resulted in an additional $13.2 million in General
Revenue Funds appropriations for the Child Support
Division for the 2020—21 biennium.

More than 82.0 percent of child support cases filed with the
agency obtain child support orders, and the agency is focusing
greater resources on enforcement of child support orders, as
opposed to establishing paternity and court-ordered support
obligations. During fiscal year 2018, the agency collected
approximately $4.4 billion in child support payments and
projects an increase to $4.5 billion by fiscal year 2021. Figure
52 shows the child support enforcement expenditures,
collections, and caseloads for fiscal years 2005 to 2019. Child
support operations are conducted in 64 field offices organized
into nine regional offices across the state. These regions are:
Austin, Dallas, El Paso, Fort Worth, Houston, Lubbock,
McAllen, Tyler, and San Antonio. San Antonio is also the
location of the State Disbursement Unit (SDU). The SDU,
which is required by federal welfare reform legislation passed
in calendar year 1996, provides a central location for employers
to send child support payments that are withheld from
employees’ paychecks. Since fiscal year 2001, the SDU has
operated in San Antonio through a contract with a private
vendor. The SDU is projected to process 22.7 million child
support payments for fiscal year 2021.

CRIME VICTIMS’ SERVICES

OAG’s second-largest program area is related to the Crime
Victims' Services Division. OAG administers several
programs intended to assist victims of crime, which include
crime victims' compensation, grants to state and local
programs that assist victims, and programs that address
confidentiality for victims of family violence, stalking, and
sexual assault. Much of the funding for these programs
comes from the General Revenue—Dedicated Account No.
469, Compensation to Victims of Crime (CVC). Figure 53
shows victims’ assistance programs that receive funding
from the CVC and identifies allocation of appropriations
to the programs for the 2020-21 biennium by All Funds
and CVC funds. The account is dedicated constitutionally
to provide payments and services to crime victims.
Revenues, which come from court costs assessed against
individuals convicted of certain felonies and misdemeanors,
are collected in municipal and county treasuries and
deposited in the state Treasury.
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FIGURE 52
OFFICE OF THE ATTORNEY GENERAL CHILD SUPPORT ENFORCEMENT, FISCAL YEARS 2005 TO 2019
(IN MILLIONS) CASELOADS
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NoTE: Collection and expenditure amounts for fiscal year 2019 are estimated.
SouRrce: Office of the Attorney General.

FIGURE 53
VICTIMS’ ASSISTANCE PROGRAMS AT THE OFFICE OF THE ATTORNEY GENERAL PARTIALLY FUNDED WITH GENERAL
REVENUE-DEDICATED FUNDS ACCOUNT NO. 469, COMPENSATION TO VICTIMS OF CRIME (CVC), 2020-21 BIENNIUM

(IN MILLIONS)
PROGRAM ALL FUNDS CcvC
Victim Assistance Organizations and Programs $21.7 $21.6
Funding for grants to support programs that serve victims of crime, such as Mothers Against Drunk
Driving, SAFE — Stop Abuse for Everyone, People Against Violent Crime, Domestic Violence High Risk
Teams, and others.
Sexual Assault Prevention and Crisis Services Program $34.4 $2.4

Provides funding and technical assistance to sexual assault programs. Distributes training materials for
law enforcement, medical personnel, and sexual assault staff and volunteers. Provides evidence collection
protocol for sexual assault forensic evidence collection. Certifies sexual assault training programs and
sexual assault nurse examiners.

Victim Notification System $6.0 $6.0
Funding for the implementation of a statewide automated system at the county level to provide victims
with information about a change in offender status or change in court date.

Victim-related Civil Legal Services $5.0 $5.0
Funding for the Supreme Court of Texas to provide grants to local programs that offer civil legal services
for victims of violent crime.

Victims’ Assistance Coordinators and Victims Liaisons $4.9 $4.9
Provides grants to local law enforcement agencies and prosecutor’s offices to fund statutorily required
coordinator and liaison positions.

Sexual Assault Services Program Grants $3.0 $0.8
Provides a grant to the Texas Association Against Sexual Assault for program development, technical

assistance, and training to support local sexual assault programs. The grant also is used for statewide

training for local programs, law enforcement agencies, and other victim services groups.

Address Confidentiality $0.3 $0.3
Provides address confidentiality for victims of family violence, stalking, and sexual assault.
Total, Programs at the Office of the Attorney General $75.3 $41.0

SOURCES: Legislative Budget Board; Office of the Attorney General.
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The largest of the OAG victims' assistance programs is the
Crime Victims' Compensation Program. The program pays
for expenses ranging from medical expenses to loss of wages
incurred by victims of violent crimes. Appropriations for the
2020-21 biennium for the Crime Victims' Compensation
Program total $163.3 million in All Funds and provide 121.3
FTE positions. These appropriations include approximately
$100.7 million in General Revenue-Dedicated Funds from
the CVC. An additional $18.5 million in General Revenue—
Dedicated Funds from the CVC has been appropriated for the
2020-21 biennium to ensure continued federal matching,
which occurs on a two-year delay. The program is expected to
pay out more than $122.5 million in compensation during the
2020-21 biennium. Figure 54 shows the distribution of fiscal
year 2019 awards among various categories. Figure 55 shows
the trends in compensation awarded and in the number of
awards from fiscal years 2009 to 2019.

OAG is appropriated funds to make grants to local programs
that assist crime victims by providing counseling, crisis
intervention, assistance with the Crime Victims
Compensation Program, legal assistance, victim advocacy,
referrals, and other related information. The agency also
administers an address confidentiality program for victims of
family violence, stalking, and sexual assault. This program,
started during fiscal year 2008, assists victims by keeping
their actual addresses confidential. The Texas Address
Confidentiality Program (ACP) provides a substitute address
and mail-forwarding service for these victims and members
of their households. Applicants for the ACP must meet with
a local domestic violence shelter, sexual assault center, or law
enforcement staff to discuss a safety plan and enroll in the
program. OAG grants also provide for sexual assault nurse
examiner training and help local governments cover the costs

of victims’ assistance coordinators.

The Court-appointed Special Advocate program, which
provides volunteer guardian assistance to abused and
neglected children, and the Children’s Advocacy Centers,
which provide services to victims of child abuse, were
transferred by the Eighty-fourth Legislature, 2015, to the
Health and Human Services Commission beginning in fiscal
year 2016. Appropriations for the Crime Victims' Services
Division total approximately $238.5 million and include
151.0 FTE positions each fiscal year.

LEGAL SERVICES

As the state’s legal counsel, OAG provides various legal and
investigatory services. The agency defends state officials and

FIGURE 54

AWARDS FROM THE GENERAL REVENUE-DEDICATED
FUND ACCOUNT NO. 469, COMPENSATION TO VICTIMS
OF CRIME, FISCAL YEAR 2019

(IN MILLIONS) TOTAL=$65.6
Other Medical Costs
$11.9

(18.1%)

Loss of Wages
and Support
$7.3
(11.1%)

Hospital
Expenses
$34.3
(52.3%)

Funeral Expenses
$6.8
(10.4%)

Relocation Expenses

$4.0
Other Benefits (6.1%)
$1.3
(2.0%)

Source: Office of the Attorney General.

FIGURE 55
TEXAS CRIME VICTIMS’ COMPENSATION PROGRAM
FISCAL YEARS 2009 TO 2019
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Source: Office of the Attorney General.

agencies in lawsuits, provides general counsel upon request,
issues opinions interpreting state law, rules on public
information requests made to and disputed by governmental
bodies, and approves bond issuances for state agencies and
other political subdivisions of the state. OAG also investigates
and prosecutes violations of antitrust activities, election law,
human trafficking statutes, banking and securities activities,
and environmental protection offenses.

OAG is responsible for collecting certain delinquent
judgments and debts owed to the state. For fiscal years 2014
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to 2019, the agency estimated collections of $270.0 million
and collected $513.8 million. Figure 56 shows the estimated
and actual collections for fiscal years 2014 to 2019.

A growing priority for the legal services division is
investigating and prosecuting crimes involving human
trafficking. To address this priority, the Human Trafficking
and Transnational Organized Crime (HTTOC) section was
established in January 2016 to coordinate state and local
responses and provide investigative and prosecutorial
assistance to district attorneys. HTTOC initiated an
awareness campaign during fiscal year 2018 to educate state
employees and the public on human trafficking prevention,
including releasing an online video and providing in-person
training to approximately 25,000 Texans. The Attorney
General or a designee is the presiding officer of the Human
Trafficking Prevention Taskforce and the HTTOC, pursuant
to Senate Bill 72, Eighty-sixth Legislature, 2019. HTTOC
has recorded a six-fold increase in caseloads since it was
established. An additional $3.0 million and 19.0 FTE
positions have been appropriated for the 2020-21 biennium
to expand HTTOCs capacity.

The Texas Election Code, Chapter 273, authorizes OAG to
investigate and prosecute allegations of election fraud
anywhere in the state. OAG has investigated and prosecuted
460 violations of the Texas Election Code since fiscal year
2004. Allegations of election fraud are reported by the public
and local officials and by the Texas Secretary of State, which
has referred 523 complaints since fiscal year 2002. To provide
additional specialization regarding election matters within
the legal services division, the Election Fraud Unit (EFU)
was established during calendar year 2017 with partial grant
funding from the Office of the Governor, Criminal Justice
Division. EFU prosecuted 11 counts of election fraud during
fiscal year 2017, and 63 counts during fiscal year 2018; 98
counts during fiscal year 2018 are pending. As of September
2019, EFU has 75 active election fraud investigations.
Additional funding of $2.0 million in General Revenue
Funds and 10.0 FTE positions have been appropriated for
EFU for the 2020-21 biennium to expand its operations.

The agency’s Cyber Crimes Unit is responsible for the
investigation of Internet crimes against children. Law
enforcement officers, posing as children in Internet chat
rooms and social networking sites, seek out child predators
that victimize children by soliciting sex online. In addition,
the agency investigates individuals that produce, share, and
distribute images of child sexual violence and exploitation.
The unit also provides information and training regarding

FIGURE 56
OFFICE OF THE ATTORNEY GENERAL DEBT COLLECTIONS,
FISCAL YEARS 2014 TO 2019
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Source: Office of the Attorney General.

child exploitation crimes and cybersafety to law enforcement
agencies across the state, various interest groups, school
administrators, students, and the public.

Consumer protection and education also is an important
role for the agency. OAG files civil lawsuits against companies
in violation of the state Deceptive Trade Practices—Consumer
Protection Act (the Texas Business and Commerce Code,
Chapter 17, Subchapter E) and other state consumer
protection laws. Agency staff also receive and process
consumer complaints against a company’s business practices,
which may result in lawsuits filed on behalf of the state.
These lawsuits are not filed on behalf of individual
complainants, but are filed to enforce state law for the public
good; however, some legal actions produce restitution for
individual consumers. The agency also helps to ensure public
awareness by posting consumer rights and information
regarding common scams on its website and offers

information regarding a range of consumer issues.

OAG also issues rulings and decisions that determine
whether requested information is open to the public in
accordance with the Texas Public Information Act (the Texas
Government Code, Chapter 552). When a governmental
entity receives a written request for documents or other
recorded information, Texas law requires that entity to release
the information to the requestor. If the governmental entity
believes an exception to disclosure may apply to the requested
information, the entity must request a decision from OAG
regarding whether the claimed exception applies to the
requested information. The entity must submit its request for
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an OAG open records decision, along with the requested
information and any legal arguments to support withholding
the requested information, within deadlines established
pursuant to the Texas Public Information Act. OAG reviews
the submitted information, the legal arguments, and
applicable laws, and issues a decision within 45 business days
of receiving the entity’s request for the decision. During the
2018-19 biennium, OAG issued approximately 57,300
open records rulings.

Appropriations for the legal services function total $238.7
million and provide for 1,120.3 FTE positions.

MEDICAID CRIMES

OAG is responsible for administering a statewide Criminal
Medicaid Fraud Investigation Program. This responsibility
includes referring for prosecution all violations of laws
pertaining to fraud or misconduct in the administration of
the Texas Medicaid program and identifying overpayments
obtained through fraudulent provider activity. During the
2018-19 biennium, the agency identified more than $83.3
million in Medicaid overpayments. Appropriations for
Medicaid crimes total approximately $39.2 million and
include 206.7 FTE positions each fiscal year.

OTHER

OAG executes major information technology projects to
support the agency’s mission, and a new strategy has been
introduced for this purpose in the Eighty-sixth Legislature,
General Appropriations Act, 2020-21 Biennium. The
previous Texas Child Support Enforcement System 2.0
project was defunded by the Eighty-sixth Legislature, 2019,
which resulted in the cancellation of the project at the end of
the 2018-19 biennium. Continued oversight of OAG’s
major information technology projects has been provided
through an Executive Steering Committee for the 2020-21
biennium. Appropriations for OAG’s information technology
strategy total $107.2 million in All Funds, representing a
$114.3 million increase from 2018-19 biennial amounts. Of
this amount, $21.8 million in General Revenue Funds were
carried forward from the 2018-19 biennium, and are
counted twice because they simultaneously lowered the
2018-19 biennial base and increased 2020-21 biennial
appropriations. The remaining All Funds increase is
attributed to a Federal Funds match of $70.7 million.

OAG’s fifth program area is related to the administrative
support provided to the State Office of Risk Management
(SORM). SORM is attached administratively to OAG and is

required to provide administrative support for items such as
payroll, human resources, accounting, procurement, and
other administrative support. During the 2018—19 biennium,
OAG’s administrative costs for SORM totaled approximately
$1.4 million. For the 2020-21 biennium, the agency is
appropriated approximately $1.4 million and 6.5 FTE

positions each fiscal year.
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BOND REVIEW BOARD

PURPOSE: To ensure that debt financing is used prudently to meet

Texas’ infrastructure needs and other public purposes, to support

and enhance the debt issuance and debt management functions of

state and local entities, and to administer the state’s private activity

bond allocation.

ESTABLISHED: 1987

AUTHORIZING STATUTE: The Texas Government Code,
§8§1231 and 1372

GOVERNANCE: Board—Governor, Lieutenant
Governor, Speaker of the House of Representatives,
who serves as a nonvoting member, and Comptroller
of Public Accounts, or their respective designees

FIGURE 57
BOND REVIEW BOARD BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED APPROPRIATED  BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $1.6 $1.8 $0.2 11.1% EQUIVALENT
General Revenue—Dedicated Funds $0.0 $0.0 $0.0 N/A POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A

2020 10.0
Other Funds $0.0 $0.0 $0.0 N/A
Total, All Methods of Finance $1.6 $1.8 $0.2 1.1% 2021 10.0

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

Local Bond
Debt
$0.8

44.7%

State Bond
Debt
$0.7

36.9%

Federal Tax-exempt
Bonds
$0.3
18.4%

SOURCE: Legislative Budget Board.

TOTAL=$1.8

Outstanding debt totaled $59.9 billion for fiscal
year 2019 for all state agencies and universities,
including conduit debt.

The agency reviewed 36 bond documents,
including proposed bond applications and
lease-purchase agreements for state issuers,
during fiscal year 2019.

The agency analyzed 1,527 local government
financings during fiscal year 2019.

The Bond Review Board reported that the
constitutional debt limit (CDL) is at 2.07 percent
of unrestricted General Revenue Funds as of the
end of fiscal year 2019. New debt authorized by the
Eighty-sixth Legislature, 2019, could affect the CDL
by up to 0.65 percent.
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MAJOR FUNDING

Appropriations to fund the Bond Review Board (BRB) for
the 2020-21 biennium increased by $180,000, or 11.1
percent from the 2018-19 biennium. The increase pertains
primarily to funding for updates to and maintenance for the
agency’s statewide debt database and website.

PROGRAMS

The agency carries out its responsibilities through three
major program areas: (1) oversight of state debt issuance;
(2) local government bond debt support; and (3)
administration of private activity bonds and other federal
tax-exempt bonds programs.

STATE BOND DEBT OVERSIGHT

BRB ensures that state bonds attain the highest possible
rating and are issued in the most cost-effective manner.
The agency accomplishes this goal by establishing
guidelines for issuing debt, reviewing state debt issuance,
and assisting in statewide capital project planning. The
agency verifies the legal authorization for all bond issues
proposed by state agencies and certain educational
institutions and also evaluates the proposed use of the
proceeds, investment provisions, debt-administration
provisions, market conditions for timing the sale of the

bonds, and issuance costs.

BRB staff produce reports for the Legislature, local public
officials, investors, rating agencies, and other stakeholders to
provide information regarding the state’s debt burden and
Included in  the

capital

credit-worthiness. reports  are

recommendations for cost-effective financing
practices to raise the state’s bond rating and lower its
borrowing costs. The agency reviews proposed bond
applications and lease-purchase agreements to ensure proper
legal authorization, accurate and adequate disclosure,
appropriate use of call provisions, bond insurance, and other

provisions of the projects.

BRB is required to submit an annual report to the Legislature
regarding state and local debt burdens and the aggregate
impact of all recommended state debt issuance on the state’s
debt burden. Figure 58 shows the state’s total outstanding
debt in bonds for fiscal years 2009 to 2019, including $18.1
billion in General Obligation (GO) bonds, which are backed
legally by the full faith and credit of the state, and $33.4
billion in revenue bonds. Figure 58 also shows the revenue
bond conduit debt—which is approximately $8.4 billion as
of August 31, 2019—which is not a legal liability of the state

FIGURE 58
OUTSTANDING STATE DEBT BY TYPE
FISCAL YEARS 2009 TO 2019
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and which the state is not obligated to pay. Appropriations
include $4.2 billion for debt service payments for the 2020~
21 biennium. As of August 2019, Texas’ General Obligation
debt was rated at Aaa/AAA/AAA by the three major credit

rating agencies.

LOCAL BOND DEBT

BRB collects, maintains, analyzes, and reports on the status
of local debt and works to ensure that local public officials
have access to updated information regarding debt issuance,
finance, and debt management. BRB does not have direct
oversight of local government debt issuance. As of August
31, 2019, the state had a total of $240.0 billion in local
government debt outstanding, an increase of 18.6 percent
compared to $202.4 billion at the end of fiscal year 2015.
These issuing entities include school districts, counties,
community and junior colleges, cities, health and hospital
districts, water districts, and other special districts. Local
governments issue debt to finance construction and
renovation of government facilities (school instructional
facilities, public safety buildings, city halls, and county
courthouses), public infrastructure (roads, and water and
sewer systems), and other projects authorized by law. School
districts and cities are the largest issuers of debt.

The Office of the Attorney General collects information
regarding bond-issuing entities in the state and forwards the
information to BRB. The agency analyzes the information to
ensure reporting accuracy, prepares detailed fiscal year-end
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FIGURE 59

TEXAS PRIVATE ACTIVITY BOND ALLOCATION PROGRAM SET-ASIDE COMPARED TO ISSUED ALLOCATION AMOUNTS

PROGRAM YEAR 2019

(IN MILLIONS) AVAILABLE PERCENTAGE ISSUED PERCENTAGE
SUBCEILING ALLOCATION OF TOTAL ALLOCATION OF TOTAL
Single-family Housing $3,133.5 45.6% $1,828.3 26.6%
State-voted Issues $441.1 6.4% $170.3 2.5%
Small-issue Industrial Development Bonds $60.3 0.9% $20.0 0.3%
Multifamily Housing $1,928.0 28.1% $662.4 9.6%
Student Loan Bonds $366.4 5.3% $20.0 0.3%
All Other Issues $944.0 13.7% $96.0 1.4%
Total $6,873.3 100.0% $2,797.0 40.7%

NoTE: Totals may not sum due to rounding. Includes carry-forward amounts.

SOURCE: Bond Review Board.

reports regarding tax-supported and revenue debt outstanding
that include debt trends and debt ratios (debt to assessed
value, debt per capita, debt per student), and provides its
findings to bond-issuing entities and state officials.

The agency also compiles data regarding local government
debt on its website for policy makers and other stakeholders
and assists these local entities. Visitors to the BRB website
can access and download spreadsheets that contain debt
outstanding, debt ratio, and population data by government
type at fiscal year-end. During fiscal year 2019, the agency
analyzed more than 1,500 local government financings.

FEDERAL TAX-EXEMPT BONDS

The third program area involves the administration of federal
tax-exempt bonds, primarily private activity bonds and
Qualified Energy Conservation Bonds. The Private Activity
Bond Allocation Program (PAB) is a federal program
authorized by the federal Tax Reform Act of 1986. The PAB
statutes and rules regulate the amount of tax-exempt bonds
that may be issued in the state and restrict the type of
privately owned, public-use projects that may take advantage
of this tax-exempt financing authority. The agency must
ensure that issuance of tax-exempt bonds by public and
private entities are consistent with federal law.

BRB administers the PAB by regulating the state’s total
allocation of PAB authority (state ceiling or volume cap) for
issuances of tax-exempt bonds and by monitoring the
demand for and use of private activity bonds each calendar
year. The state’s volume cap is based on a per capita amount
multiplied by the state’s most recent population estimate as
published by the U.S. Census Bureau. Total issuance

authority for calendar year 2019 was set at a ceiling of $105
per capita and indexed for inflation. For calendar year 2019,
Texas’ state ceiling was $3.0 billion with an additional $3.9
billion in carry-forward ceiling. Figure 59 shows the
subceiling authorizations for the PAB and the actual amount
of the state ceiling that was issued for program year 2019,
showing that approximately 40.7 percent of the total state
allocation has been issued. Issuers have three years to issue
authority that has been carried forward from previous years.
The majority of the PABs issued are from previous years
authority and do not affect the state ceiling.

SIGNIFICANT LEGISLATION

Senate Bill 1474 — Private Activity Bond program.
The legislation updates and reforms the Private Activity
Bond program to make the program more efficient and
maximize bond financing opportunities. The legislation
expands the use of alternative education loans and amends
state ceiling allocations. Additionally, it increases individual
project limits for reservations of the state ceiling and revises
certain limitations regarding maximum carryforward
designated amounts.

House Bill 440 — Bond Proceed Expenditures by Political
Subdivisions. The legislation requires political subdivisions
to solicit permission from pertinent stakeholders before
spending bond proceeds for purposes that are not specified
in the original bond authorization. The legislation also
limits the use of bond proceeds for specific projects if the
weighted average maturity of the issuance exceeds 120.0
percent of the reasonably expected weighted average

economic life of the project.
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House Bill 477 — Debt Disclosures Before Issuing New
Debt. The legislation requires political subdivisions that have
at least 250 registered voters to issue a voter information
document containing information on the tax impact of
proposed bonds, detailed information regarding full payment
of the proposed bonds and for outstanding bonds on the date
of adoption, and any other information considered relevant
or necessary to explain the debt information. Additionally,
the legislation requires local governments to include similar
debt disclosures in the published notice of intent to issue
new certificates of obligation, which must be published in a
newspaper and on existing government websites for at least
45 days before issuing the certificates of obligation.

New Debt Legislation — The Eighty-sixth Legislature, 2019,
sent two measures to voters in November 2019 for approval
to issue new General Obligation bonds. House Joint
Resolution 12 authorizes the issuance of an additional $3.0
billion in GO bonds to continue financing cancer research
up to a maximum of $6.0 billion. Senate Joint Resolution 79
authorizes the issuance of up to $200.0 million in GO bonds
to provide financial support for certain water projects in
economically distressed areas. Voters approved both

measures.

House Bill 1052, Eighty-sixth Legislature, 2019, authorized
the Texas Water Development Board to use the state
participation account of the Water Development Fund to
provide financial assistance to develop certain facilities.
Additionally, the Eighty-sixth Legislature, ~General
Appropriations Act (GAA), 2020-21 Biennium, authorized
the issuance of $475.2 million of new revenue bonds,
appropriated to the Texas Facilities Commission, to finance
phase two of the North Austin and Capitol Complex projects.
The 2020-21 GAA also appropriated $208.8 million in
revenue bonds through the Master Lease Purchase Program
to the Health and Human Services Commission for deferred
maintenance at state hospitals and state supported living

centers.

The constitutional debt limit, governed by the Texas
Constitution, Article III, Section 49-j, is 2.07 percent as of
the end of fiscal year 2019. Additional debt authorized by the
Eighty-sixth Legislature, 2019, could have up to a 0.65
percent impact on the constitutional debt limit.
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CANCER PREVENTION AND RESEARCH INSTITUTE OF TEXAS

PURPOSE: Through awarding of grants for cancer research and
prevention: (1) to initiate and expedite innovation in the area of
cancer research and enhance the potential for a medical or scientific
breakthrough in the prevention of cancer and cures for cancer; and
(2) to attract, establish, or expand research capabilities of public or
private institutions of higher education and other public or private
entities that will promote a substantial increase in cancer research
and in the establishment of high-quality jobs in the state.

ESTABLISHED: 2007

AUTHORIZING STATUTE: The Texas Health and Safety
Code, §102.002

GOVERNANCE: Cancer Prevention and Research
Institute of Texas Oversight Committee—nine
members with three members each appointed by the
Governor, the Lieutenant Governor, and the Speaker
of the House of Representatives

FIGURE 60
CANCER PREVENTION AND RESEARCH INSTITUTE BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $0.0 $0.0 $0.0 N/A EQUIVALENT
General Revenue—Dedicated Funds $0.0 $0.0 $0.0 N/A POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A

2020 36.0
Other Funds $595.2 $600.1 $4.9 0.8%
Total, All Methods of Finance $595.2 $600.1 $4.9 0.8% 2021 360

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$600.1

Cancer Research
Grants
$565.6
94.2%

Administration
$34.5
5.8%

SOURCE: Legislative Budget Board.

The Cancer Prevention and Research Institute of
Texas (CPRIT) has awarded 1,447 grants totaling
$2.4 billion through the end of fiscal year 2019.

The Eighty-sixth Legislature, 2019, amended statute
to authorize CPRIT to continue to award grants
beyond fiscal year 2022. Additionally, the bond
authority authorized to CPRIT was amended from
$3.0 billion to $6.0 billion, with voter approval in
November 2019.

During the 2020-21 biennium, CPRIT will offer 12
types of grant awards for Academic Research
Grants, three types of awards for Product
Development Research Grants, and five types of
awards for Prevention Grants.

CPRIT has provided 5.7 million cancer prevention
services to people in all 254 Texas counties through
the end of fiscal year 2019.
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MAJOR FUNDING

Funding for the Cancer Prevention and Research Institute of
Texas (CPRIT) increased by $4.9 million, or 0.8 percent
from the 201819 biennium. The increase is related primarily
to approximately $6.2 million in General Obligation (GO)
Bond Proceeds to be transferred to the Department of State
Health Services to administer the Cancer Registry for the
2020-21 biennium. This increase is offset partially by
unexpended balances that were issued for grants during
previous biennia and were carried forward and encumbered
or expended during the 2018-19 biennium.

CPRIT is funded almost entirely with GO Bond Proceeds,
but approximately $15,000 per fiscal year in revenue is
appropriated from the sale of certain license plates. CPRIT
also receives approximately $40,000 per fiscal year in
Appropriated Receipts composed of reimbursements from
product development grant applicants. The Eighty-sixth
Legislature, 2019, authorized an additional $3.0 billion in
GO bonds to continue funding the operations and granting
capacity of CPRIT. Voters approved the measure in
November 2019, increasing CPRIT’s total bond authority
from $3.0 billion to $6.0 billion.

PROGRAMS

The agency carries out responsibilities through two
major program areas: (1) cancer research grants and
(2) administration.

CANCER RESEARCH GRANTS

CPRIT's first major program area is cancer research grants,
which fund projects to directly or indirectly benefit
subsequent cancer research efforts, cancer public health
policy, or the continuum of cancer care from prevention to
treatment and cure. Eligible grant recipients must be Texas-
based, including the following entities: a public or private
institution of higher education; academic health institution;
government organization; nongovernmental entity; or a
company established in or relocating to Texas upon receipt of
a grant award. Grants are made in various amounts across
multiyear periods, and GO Bond Proceeds are issued to pay
grant recipients on a reimbursement basis.

Within the scope of cancer research grants are academic

research grants and product development research

grants. Academic research grants provide financial

support to entities for research topics or issues related to
detection or

cancer biology, causation, prevention,

screening, treatment, or cure. Product development

research grants are related to cancer diagnosis, treatment,
or prevention that develop new products with the ability
to commercialize and produce returns on investment
for the state. CPRIT may take equity ownership in
companies that receive CPRIT awards or receive royalty
payments, whichever provides the best return to the state,
from investments in companies with successfully
commercialized discoveries. Appropriations for the 2020—
21 biennium for academic research grants and product
development research grants total $509.5 million in Other

Funds from GO Bond Proceeds.

The cancer research grants program area also includes
cancer prevention grants, which are grants that: affect the
incidence, mortality, or morbidity of cancer; should affect
personal behaviors leading to prevention, risk reduction,
and early detection of cancer; and improve the quality of
life for survivors. Appropriations for cancer prevention
grants total $56.1 million for the 2020-21 biennium
primarily from GO Bond Proceeds, including $30,000 in
Other Funds generated from sales of the Texans Conquer
Cancer license plate and the Cancer of Unknown Primary
Origin Awareness license plate.

Since its inception, CPRIT has awarded a total of $2.4
billion in grant awards. Of this amount, $1.7 billion was
awarded for academic research grants, $437.1 million was
awarded for product development research grants, and
$250.0 million was awarded for cancer prevention grants.
Figure 61 shows the awards by grant type from fiscal years
2010 to 2019.

ADMINISTRATION

CPRIT’s other major program area is administration,
which includes indirect administration to support the
agency and the direct administration for awarding grants
and oversight. Grant applications for cancer research and
prevention projects are reviewed and scored by the Scientific
Research and Prevention Program committees, which
subsequently recommend eligible grant awards to the
program integration committee in a prioritized list. The
program integration committee then recommends grant
funding to the CPRIT Oversight Committee, which must
approve grants by a two-thirds vote. Appropriations for
administration total $34.5 million for the 2020-21
biennium, including $80,000 from Appropriated Receipts
composed of reimbursements from product development
grant applicants, which support 36.0 positions.
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FIGURE 61
CANCER RESEARCH GRANTS AWARDS BY PROGRAM TYPE
FISCAL YEARS 2010 TO 2019

(IN MILLIONS)
Academic Research
Product Development Research $437.1
Prevention $250.0
Academic and Product Research Grants Combined
Clinical Research

Translational Research

Recruitment $575.2

Basic Research

Research Training

SOURCE: Cancer Prevention and Research Institute of Texas.

TOTAL=52,155.3

$1,718.2

SIGNIFICANT LEGISLATION

House Joint Resolution 12 — CPRIT Bond Authority
Increase. 'The legislation proposes a constitutional
amendment authorizing the Legislature to increase the
maximum General Obligation bond amount from $3.0
billion to $6.0 billion to be issued by the Texas Public
Finance Authority on behalf of CPRIT. This legislation was
approved by voters in November 2019.

House Bill 39 — The legislation authorizes CPRIT to
continue providing grants beyond fiscal year 2022.
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COMPTROLLER OF PUBLIC ACCOUNTS

PURPOSE: To serve as the state’s chief tax collector, accountant,
revenue estimator, treasurer, and purchasing manager. To interpret ESTABLISHED: 1850
and apply tax laws and collect taxes and fees; monitor the financial L
. s . .. AUTHORIZING STATUTE: The Texas Constitution,
status of state agencies; report on the state’s financial condition Article IV, §23
to the Legislature; oversee the cash management functions of the
state; and manage Statewide contracts. GOVERNANCE: Statewide elected official
FIGURE 62
COMPTROLLER OF PUBLIC ACCOUNTS BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-
General Revenue Funds $603.1 $646.0 $42.9 7.1% EQUIVALENT
General Revenue-Dedicated Funds $0.0 $0.0 ($0.0) (100.0%) POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A
2020 2,950.3
Other Funds $37.5 $8.5 ($29.0) (77.3%)
Total, All Methods of Finance $640.6 $654.5 $13.9 2.2% 2021 2,950.3
AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS) SIGNIFICANT DEVELOPMENTS
_ Appropriations include an increase of $16.4 million
TOTAL=$654.5 . . -
for improvement and enhancement of information
Tax Policy and technology services and systems, including various
Compliance tax and financial systems utilized by taxpayers, other
$350.4 state agencies, and local governments.
53.5%
State Fiscal Appropriations replace $24.0 million in funding from
Management SmartBuy procurement fees (Other Funds) with
$164.9 General Revenue Funds of the same amount for
25.2% ongoing costs of the Centralized Accounting and

Payroll/Personnel System.

Funding of $2.5 million and 18.0 full-time-
equivalent positions is provided to implement
Senate Bill 2, Eighty-sixth Legislature, Regular
Session, 2019, relating to ad valorem taxation
and administration.

Other Program Areas
$52.6
8.0%
Statewide Procurement
$14.3
2.2%

Revenue
Administration
$72.1
11.0%

SOURCE: Legislative Budget Board.
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MAJOR FUNDING

Total appropriations of $654.5 million in All Funds for
the Comptroller of Public Accounts (CPA) include an
increase of $16.4 million in General Revenue Funds for
the enhancement of information technology systems.
Appropriations also include a method-of-finance swap
increasing General Revenue Funds by $24.0 million and
decreasing Other Funds from Appropriated Receipts
from SmartBuy procurement fees by the same amount
for the Centralized Accounting and Payroll/Personnel

System (CAPPS).

Funding to the CPA represents decreases of $3.8 million in
Other Funds from Appropriated Receipts and Interagency
Contract receipts for CAPPS, primarily from unexpended
balances carried forward from the 2016-17 biennium to the
2018-19 biennium, and $1.3 million from forfeiture and
seizure receipts from criminal investigations.

Additionally, General Revenue Funds increases are provided
to implement provisions of Senate Bill 2, Eighty-sixth
Legislature, 2019, relating to ad valorem taxation.

PROGRAMS

The agency carries out its responsibilities through five major
program areas: (1) tax policy and compliance; (2) state fiscal
management; (3) revenue administration; (4) statewide
procurement; and (5) other program areas.

TAX POLICY AND COMPLIANCE

The tax policy and compliance program area interprets and
applies tax laws, provides outreach to taxpayers, collects
delinquent tax payments, and audits tax collections. The
audit program reviews taxpayer records to determine
compliance with state tax laws and educates taxpayers about
tax requirements. In conjunction with audit functions, the
CPA’s Criminal Investigation Division detects, investigates,
and prosecutes tax-related fraud. The program for tax laws
compliance manages and tracks delinquent taxpayer accounts
for collections and contacts taxpayers for payment and
services. Figure 63 shows tax audit assessments, which are
additional amounts owed by a taxpayer after an audit,
compared to delinquent tax collections for fiscal years 2012
to 2019. During the 2020-21 biennium, the agency projects
more than $4.1 billion in tax audit assessments and estimates
delinquent tax collections of approximately $2.2 billion.

Additionally, within the tax information program, the agency
interprets tax laws, develops rules and bulletins to help

FIGURE 63

COMPTROLLER OF PUBLIC ACCOUNTS TAX AUDIT
ASSESSMENTS COMPARED TO DELINQUENT COLLECTIONS
FISCAL YEARS 2012 TO 2019

(IN MILLIONS)
$2,500 -

$2,000

$1,500

$1,000

$500

50 4
2012 2013 2014 2015 2016 2017 2018 2019

[ Assessments m Collections

SouRce: Comptroller of Public Accounts.

taxpayers understand and comply with laws, and responds to
taxpayer questions. The agency offers seminars and webinars
to taxpayers that provide overviews of the tax responsibilities
of buyers, sellers, and service providers to ensure their
understanding and compliance with appropriate tax laws.
Additionally, the CPA, through the tax hearings program,
implements an Interagency Contract with the State Office of
Administrative Hearings to hold redetermination and refund
hearings requests. The Legal Counsel represents the agency
during these hearings and provides agencywide legal research.
Appropriations for programs within the tax policy and
compliance area total $350.4 million and provide 1823.1
full-time-equivalent (FTE) positions.

STATE FISCAL MANAGEMENT

State fiscal management programs include statewide
accounting, revenue forecasting, and cash management
functions. Theagency establishes and monitorsappropriations
to more than 170 state agencies and institutions of higher
education for more than 660 funds and accounts each year;
processes and issues payments for the state; and conducts
post-payment audits of agencies’ purchase, travel, and payroll
expenditures to ensure compliance with state laws governing
expenditures. This area also monitors and projects state
revenue and produces fiscal analyses of legislation affecting
state revenue, including analyzing appropriations bills to
determine whether the funds appropriated are within the
amount of revenue certified to be available. Additionally, this
area prepares the state’s Annual Cash Report and the Texas
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Comprehensive Annual Financial Report, which is a set of
financial statements detailing the state’s financial condition.

Fiscal management utilizes various information technology
tools to perform accounting functions, such as the Uniform
Statewide Accounting System and the Uniform Statewide
Payroll/Personnel System. These systems and others are
becoming outdated and eventually will retire. To replace
these systems and consolidate their functions, the agency
implemented and is transitioning state agencies to CAPPS,
an enterprise resource planning system. CAPPS uses a web-
based system that includes modules for financials and human
resources (HR) and payroll. These modules provide agencies
with updated access to financial and HR and payroll
information and include enhanced reporting capabilities.
CAPPS also eliminates obsolete business processes, including
manual processing and reconciliation and duplicate data
entry. At the beginning of the 202021 biennium, 100 state
agencies are using CAPPS Financials and CAPPS HR/
Payroll. During the 2020-21 biennium, 39 additional state
agencies will transition to using these CAPPS functions, 14
of which received funding for this purpose.

CPA manages the state Treasury, invests state cash and
securities, pays state warrants, and enforces the state’s
cigarette and tobacco product laws. A primary function of
the Treasury program is to manage and ensure the safety of
the state’s cash and securities while maximizing the return on
investments. During fiscal year 2019, the average balance of
the state Treasury portfolio was $38.4 billion. This amount
includes an average of $583.8 million in state funds deposited
at financial institutions throughout the state and more than
$937.0 million in interest earned from the portfolio balance.
Figure 64 shows the yields on annual state Treasury
investments compared to the three-month U.S. Treasury Bill
interest rate yield for fiscal years 2013 to 2019. In addition,
the banking and electronic processing function of the
Treasury program ensures that all legitimate warrants are
paid expeditiously. This function also ensures that all revenues
are deposited within legally required timeframes to maximize
interest earnings and minimize collection overhead.
Appropriations for state fiscal management programs total

$164.9 million and provide 395.0 FTE positions.

REVENUE ADMINISTRATION

The revenue administration program area collects and
processes the state’s taxes, including taxes on sales, franchises,
crude oil, natural gas, fuels, motor vehicle sales, cigarettes,
and alcoholic beverages. CPA also collects and remits local

FIGURE 64
AVERAGE YIELD ON STATE FUNDS IN THE STATE
TREASURY, FISCAL YEARS 2013 TO 2019
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SouRrce: Comptroller of Public Accounts.

sales taxes on behalf of approximately 1,500 Texas city and
county governments, special districts, and transit authorities.
This area also is responsible for maintaining taxpayer accounts
and processing tax payment exceptions and adjustments.
During fiscal year 2019, the agency processed approximately
5.9 million tax returns. In fulfilling these responsibilities,
revenue administration relies heavily on information
technology systems to improve service and voluntary
compliance with tax laws through multiple automated
systems. Those systems include access to self-service options
for taxpayers to register, pay, and file taxes either through
online or automated voice-activated systems. Advanced
document management systems help staff support a high-
volume, paper-intensive, and time-sensitive operation.
Instead of manually processing millions of tax returns,
documents, and payments, processing occurs through a
scanning and imaging system, which enables timely and
accurate processing and results in fewer taxpayer data errors.
Appropriations for the revenue administration program total
$72.1 million and 426.0 FTE positions.

STATEWIDE PROCUREMENT

The statewide procurement program area is responsible for
procurement and support services for state and local
government agencies. As the state’s purchasing manager,
the CPA’s Statewide Procurement Division has more than
9,600 registered state vendors and awards hundreds of
statewide contracts for goods and services. The division’s
duties range from administering the Centralized Master
Bidders List to processing bid invitations, tabulations, and
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awards for all statewide term, Texas Multiple Award
Schedules, and open-market contracts. The division also
provides a statewide training and certification program for
state agencies, a state credit card account for travel and
vehicle management, and support for the Statewide
Historically Underutilized Business Program. The program
area also consists of the State Mail Office and the Office of
Vehicle Fleet Management. The State Mail Office supports
statewide mail-related initiatives such as postage and reviews
of mail equipment and services for other agencies. The Office
of Vehicle Fleet Management is charged primarily with the
administration and management of the State Vehicle Fleet
Management Plan, which details recommendations to
improve the administration and operation of the state’s
vehicle fleet, and the statewide vehicle data reporting system,
which assists agencies in managing their fleets. Appropriations
for the statewide procurement program area total $14.3
million and provide 91.1 FTE positions.

OTHER PROGRAM AREAS

Other programs that CPA administers include the property
tax program and unclaimed property administration. The
property tax program provides the annual Property Value
Study (PVS), which is used to certify the taxable value of all
property in the state’s approximately 1,000 school districts,
to the Commissioner of Education to determine allocations
of state funding for public education. Agency field appraisers
inspect and appraise real and personal property by: verifying
the condition, description, and contract terms for property
that has sold; appraising property that has not sold but is
included in the random sample of properties to be studied;
obtaining deed information from county clerks; and
collecting sales data from listing services, real estate brokers,
and fee appraisers. The program develops values for properties
that are appraised uniformly across county lines, such as
railroads, pipelines, utilities, oil and gas interests, and
agricultural and timber lands. Although the agency conducts
the PVS annually, approximately one-half of Texas school
districts are subjects of the PVS each year. For a year in which
a school district is not a subject of the PVS, the values
certified for the district are determined by the appraisal
district. The program also conducts reviews of governance,
taxpayer assistance, operations, and appraisal procedures
during the years in which a PVS is not conducted.
Appropriations for the property tax program include $30.3
million and 138.3 FTE positions.

CPA also administers the unclaimed property program.

Businesses, financial institutions, and government entities,

referred to as holders, remit property to CPA that is presumed
abandoned. Property typically is in the form of forgotten
bank accounts, insurance proceeds, uncashed checks, security
deposits, and utility refunds. The agency processes claims
and provides outreach efforts to help owners identify and
claim their property, including an online searchable database,
notice mailings, and participation in MissingMoney.com, a
national unclaimed property database. Appropriations for
the program include $22.3 million and 76.8 FTE positions.

SIGNIFICANT LEGISLATION

Senate Bill 2 — Ad Valorem Taxation and Administration.
The legislation restricts cities, counties, and certain other
special taxing jurisdictions with populations of 30,000 or
more from adopting a property tax rate that increases
maintenance and operations tax levies on existing property
by more than 3.5 percent without voter approval. The
legislation defines this rate as the voter-approval tax rate.
Previously, voter approval was required, upon voter petition,
if the property tax growth rate exceeded 8.0 percent.

Senate Bill 2 provides various other reforms to the property
tax appraisal process, including the establishment of the
Property Tax Administration Advisory Board to advise CPA
regarding state oversight of appraisal districts. The legislation
revises training guidelines for Appraisal Review Board
members, requires that tax rates and other information are
posted in an online database, and makes other changes
relating to the administration of property taxes. Senate Bill 2
requires CPA to prescribe tax rate-calculation forms for use
by taxing units to calculate and submit the no-new-revenue
tax rate and the voter-approval tax rate for the unit. The
legislation requires CPA to prepare a survey that enables
certain individuals that attend an appraisal review board
hearing to submit comments and suggestions regarding an
appraisal review board or any other matter related to the
fairness or efficiency of the appraisal review board. The
legislation requires CPA to issue an annual report
summarizing the survey results. Senate Bill 2 requires CPA to
prescribe the format by which an appraisal district or taxing
unit must submit values and tax rates for the Biennial
Property Tax Report. The legislation requires CPA to review
counties, cities, and school district information in detail and
to collect and review special district information. The
legislation also prohibits an Appraisal Review Board from
determining the appraised value of a protested property to be
an amount greater than the appraised value of the property as
shown in the appraisal records.
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Senate Bill 69 — Investment of Economic Stabilization
Fund. The legislation amends the Texas Government Code
and provides that CPA may invest up to three-quarters of the
balance of the Economic Stabilization Fund (ESF) in an
investment portfolio managed in accordance with the
prudent person investment standard. The legislation also
requires that, at all times, at least one-quarter of the balance
of the ESF must be invested in a manner to ensure the
liquidity of the fund.
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FISCAL PROGRAMS WITHIN THE OFFICE
OF THE COMPTROLLER OF PUBLIC ACCOUNTS
PURPOSE: Statewide programs that are subject to the oversight of

the Comptroller of Public Accounts, including disbursements to ESTABLISHED: 1850
local governments, payment of unclaimed property claims, energy

AUTHORIZING STATUTE: The Texas Constitution,
conservation programs, and payment of claims, settlements, and Article IV, §23

judgments against the state. )
GOVERNANCE: Comptroller of Public Accounts,

statewide elected official

FIGURE 65
FISCAL PROGRAMS WITHIN THE OFFICE OF THE COMPTROLLER OF PUBLIC ACCOUNTS
BY METHOD OF FINANCE

(IN MILLIONS)
EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-
General Revenue Funds $1,124.6 $1,160.2 $35.6 3.2% EQUIVALENT
General Revenue—Dedicated Funds $27.5 $39.6 $12.1 44.1% POSITIONS
Federal Funds $27.4 $26.8 (%0.5) (2.0%)
2020 15.0
Other Funds $241.5 $14.6 ($226.9) (94.0%)
Total, All Methods of Finance $1,421.0 $1,241.3 ($179.8) (12.6%) 2021 150
AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS) SIGNIFICANT DEVELOPMENTS
TOTAL=S1 241.3 Unclaimed property claim payments decreased by
B $25.0 million due to an estimated decrease in claims.
Dishursements to Locals
$589.2
47.5%
Statutorily required disbursements to cities and
counties of tax revenues from mixed beverages
increased by $47.4 million, due to a projected
increase in mixed-beverage sales.
Unclaimed Property
$550.0
44.3%
Supplemental appropriations for fiscal year 2019
C . include $211.0 million to pay contract obligations
Energy °"529”’""°" of the Texas Guaranteed Tuition Plan provided by
3555[;/ Senate Bill 500, Eighty-sixth Legislature, 2019.
.27/0
Claims and Judgments
as @
2.2%
Other Program Areas 0 Afunding increase of $13.5 million is provided
$19.3 for payments to certain cities and counties
1.6% to offset lost property tax revenue from granting
100.0 percent disabled veteran residence
homestead exemption.

SOURCE: Legislative Budget Board.
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MAJOR FUNDING

Appropriations for the 2020-21 biennium for Fiscal Programs
within the Office of the Comptroller of Public Accounts
(CPA) total $1.2 billion in All Funds. The largest funding item
includes $550.0 million for the payment of unclaimed
property claims, which represents a decrease of $25.0 million
from the previous biennium. The second-largest funding item
provides $492.9 million for reimbursements to cities and
counties of mixed-beverage taxes, representing a biennial
increase of $47.4 million based on estimated growth in mixed-
beverage sales. Appropriations maintain statutorily set
minimum disbursement levels of 10.7143 percent of mixed-
beverage gross receipts and sales taxes.

Funding also provides $20.0 million, an increase of $13.5
million, for payments to qualified cities and counties to offset
lost property tax revenue from granting a 100.0 percent
disabled veteran residence homestead exemption. The
funding increase is based on estimated growth in the value of
homes owned by individuals that qualify for the exemption.

Additionally, Senate Bill 500, Eighty-sixth Legislature, 2019,
provided $211.0 million in Other Funds from the Economic
Stabilization Fund for fiscal year 2019 for payment of
contract obligations of the Texas Guaranteed Tuition Plan.

PROGRAMS

Fiscal Programs within the Office of the CPA carry out
responsibilities through five major program areas: (1)
disbursements to locals; (2) unclaimed property; (3) energy
conservation; (4) claims and judgments; and (5) other
program areas.

DISBURSEMENTS TO LOCALS

Appropriations within the disbursements to locals program
area typically provide for state obligations for disbursements
to cities and counties. The largest disbursement within this
area is of mixed-beverage revenues, both the gross receipts tax
and sales tax, pursuant to the Texas Tax Code, Section
183.051. Pursuant to the Texas Tax Code and the Eighty-
sixth Legislature, General Appropriations Act, 2020-21
Biennium, CPA is required to distribute to counties and
incorporated municipalities 10.7143 percent of mixed-
beverage tax revenues received from permit holders within
the county or municipality. Estimated funding of $492.9
million is included for this purpose.

Appropriations for this area also allocate an estimated $48.6
million to counties for roads and bridges, including a portion

of gross weight and axle weight permit fees and a portion of
motor fuels tax revenue, pursuant to the Texas Transportation
Code. Counties in which University of Texas endowment
lands are located also receive funding distributions, which are
estimated to be $15.7 million, from CPA for payment of
county taxes, pursuant to constitutional provisions. Grant
funding of $12.0 million is allocated to local law enforcement
agencies for continuing education and training of peace
officers. Additionally, funding of $20.0 million is provided
for payments to certain qualifying cities and counties to
offset their loss of revenue from total property tax exemptions
for 100.0 percent disabled veterans or their surviving spouses.
Total funding for disbursements to local entities includes
$589.2 million.

UNCLAIMED PROPERTY

Appropriations also provide payments of individuals’ claims
for unclaimed property that was presumed abandoned and
remitted to the state by businesses, financial institutions, and
government entities. Property typically is in the form of
forgotten bank accounts, insurance proceeds, uncashed
checks, security deposits, and utility refunds. Funding for
payment of these claims is estimated to be $550.0 million for
the 2020-21 biennium.

ENERGY CONSERVATION

The energy conservation program areaincludesadministration
of the State Energy Conservation Office (SECO) and
distribution of Oil Overcharge Funds and federal State
Energy Program funds for energy eficiency projects. SECO’s
largest program, Loans to Save Taxes and Resources
(LoanSTAR), is a revolving loan program that finances
energy-efficient facility retrofits for state agencies, institutions
of higher education, cities, counties, public schools, hospitals,
and other government entities. The program’s revolving loan
mechanism enables borrowers to repay loans through cost
savings generated by the funded projects. Funding for the
LoanSTAR program comes from two sources: Oil Overcharge
Funds and federal State Energy Program funds. Oil
Overcharge Funds became available to states in accordance
with federal court settlements dealing with violations of price
controls in effect for crude oil and refined petroleum products
from calendar years 1973 to 1981. Approximately $125.0
million is allocated to LoanSTAR. Additionally, SECO
allocated $75.1 million in funds received through the federal
American Recovery and Reinvestment Act of 2009 to the
Building Efficiency and Retrofit revolving loan program; the
repayments from these loans are incorporated into the
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LoanSTAR Program. Figure 66 shows the distribution of
LoanSTAR loans by entity type for the 2018-19 biennium.

SECO also administers other energy programs that provide
technical assistance, training, and grants to state agencies
and local entities related to energy conservation and
renewable or alternative fuels. Appropriations for energy
conservation programs total $55.2 million and 15.0 full-
time-equivalent positions.

CLAIMS AND JUDGMENTS

The claims and judgments program area provides for
payment of certain claims, judgments, and settlements
against the state. Appropriations provide for payments of
settlements approved and judgments issued by federal
courts and settlements and judgments issued by state courts
related to the Texas Civil Practice and Remedies Code,
Chapters 101 and 104, pertaining to government liability
and state liability for the conduct of public servants. These
settlements and judgments include indemnification for
criminal prosecution, and medical malpractice claims
against institutions of higher education pursuant to the

Texas Education Code, Chapter 59.

Authority also is provided for CPA to pay other miscellaneous
claims against the state for which an appropriation otherwise
does not exist or for which the appropriation has lapsed, and
individuals  wrongfully

payments  to imprisoned.

Appropriations for claims and judgments total $27.5 million.

OTHER PROGRAM AREAS

Other programs and functions administered within the
Fiscal Programs include the following: payments to victims
of crime who have not made claims for restitution from local
probation departments; contracts with external tax examiners
to perform audits and for modernization of tax administration
technology; and funding outside of the Treasury for the
Habitat Protection Fund for research on certain species for
the development and administration of conservation plans.
Funding levels for these programs total $19.3 million for the
2020-21 biennium. Additionally, Senate Bill 500, Eighty-
sixth Legislature, 2019, the fiscal year supplemental funding
bill, provides $211.0 million in Other Funds from the
Economic Stabilization Fund for payment of obligations of
the Texas Guaranteed Tuition Plan.

FIGURE 66
LOANSTAR PROGRAM DISTRIBUTIONS OF
APPROPRIATIONS, 2018-19 BIENNIUM

(IN MILLIONS) Cities TOTAL=$63.8
$17.0
(26.7%)
Counties
$2.3
(3.6%)

School Districts
$21.6
(33.9%)

Community Colleges
$14.4
(22.6%)

State Agencies and Institutions
of Higher Education
$8.4
(13.2%)

SouRce: Comptroller of Public Accounts.
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SOCIAL SECURITY AND BENEFIT REPLACEMENT PAY

PURPOSE: To administer payment of state and employee Social
Security and Medicare taxes to the federal government. ESTABLISHED: 1935

AUTHORIZING STATUTE: The Texas Government Code,
§606.063

GOVERNANCE: N/A

FIGURE 67
SOCIAL SECURITY AND BENEFIT REPLACEMENT PAY BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-
General Revenue Funds $1,237.6 $1,320.5 $82.9 6.7% EQUIVALENT
General Revenue—Dedicated Funds $170.7 $183.2 $12.5 7.3% POSITIONS
Federal Funds $190.7 $197.8 $7.2 3.8%
2020 0.0
Other Funds $151.0 $153.4 $2.4 1.6%
Total, All Methods of Finance $1,749.9 $1,854.9 $105.0 6.0% 2021 00
AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS) SIGNIFICANT DEVELOPMENTS

TOTAL=S$1,854.9 State contributions for Social Security fund the 6.2

percent employer payroll tax and the 1.45 percent

Social Security Medicare payroll tax.

Benefits
$1,854.9
100.0%

Benefit Replacement Pay is a benefit supplement
for certain state employees that began employment
before September 1, 1995.

SOURCE: Legislative Budget Board.
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MAJOR FUNDING

Appropriations for the 2020-21 biennium for the employer
Social Security payroll tax represent an increase of $111.3
million in All Funds. This increase is related primarily to
payroll growth for higher education employees and full-
time-equivalent position changes at certain state agencies
and institutions of higher education.

Appropriations for the 2020-21 biennium for Benefit
Replacement Pay (BRP) contributions decreased by
approximately $6.3 million in All Funds, which represents
the anticipated annual turnover of 15.0 percent for state
employees hired before September 1, 1995.

PROGRAMS

The Comptroller of Public Accounts (CPA) is responsible for
the payment of state and employee Social Security taxes to
the federal government. Appropriations for the 2020-21
biennium fund the 6.2 percent employer payroll tax
contribution for the Social Security program and the 1.45
percent payroll tax for the state Medicare program. The
Social Security wage base, which is the amount of wages
subject to the 6.2 percent tax, increased from $127,200 for
fiscal year 2017 to $128,400 for fiscal year 2018 and
$132,900 for fiscal year 2019. Since calendar year 1993,
Medicare-taxable earnings have no limit.

Also appropriated to CPA within the Social Security benefits
program area are BRP contributions for certain state
employees. Before fiscal year 1996, the state paid for a
portion of the employees’ Social Security obligations. The
Seventy-fourth Legislature, 1995, replaced that portion with
a benefit supplement to ensure that employees’ take-home
pay was not reduced. Employees retain BRP as long as they
do not have a lapse in service from the state for 30 days.
Employees hired after August 31, 1995, are not eligible to
receive the benefit supplement or the additional state-paid
Social Security benefit.

As with Employees Retirement System state contributions,
the General Appropriations Act allocates the Social Security
appropriation by functional area of state government, as
shown in Figure 68.
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:ggéjlii ::CURITY AND BENEFIT REPLACEMENT PAY, 2018-19 AND 2020-21 BIENNIA

(IN MILLIONS) EXPENDED APPROPRIATED PERCENTAGE
CATEGORY 2018-19 2020-21 BIENNIAL CHANGE CHANGE
Social Security — Employer Match

General Government $81.4 $83.3 $2.0 2.4%
Health and Human Services $354.7 $366.4 $11.6 3.3%
Education $631.4 $695.8 $64.4 10.2%
Judiciary $23.6 $24.4 $0.8 3.3%
Public Safety and Criminal Justice $374.6 $404.2 $29.6 7.9%
Natural Resources $71.6 $72.6 $1.0 1.4%
Business and Economic Development $147.4 $148.9 $1.5 1.0%
Regulatory $25.2 $25.4 $0.3 1.0%
Legislature $16.8 $17.0 $0.2 1.0%
Subtotal, Social Security $1,726.8 $1,838.1 $111.3 6.4%
Benefit Replacement Pay

General Government $2.0 $1.5 (%0.6) (27.3%)
Health and Human Services $7.1 $5.1 ($1.9) (27.3%)
Education $0.5 $0.3 ($0.1) (27.3%)
Judiciary $0.4 $0.3 ($0.1) (27.3%)
Public Safety and Criminal Justice $6.2 $4.5 ($1.7) (27.3%)
Natural Resources $1.9 $1.4 (%0.5) (27.3%)
Business and Economic Development $4.2 $3.0 ($1.1) (27.3%)
Regulatory $0.6 $0.4 ($0.2) (27.3%)
Legislature $0.3 $0.2 ($0.1) (27.3%)
Subtotal, Benefit Replacement Pay $23.1 $16.8 ($6.3) (27.3%)
Total, Social Security and Benefit Replacement Pay $1,749.9 $1,854.9 $105.0 6.0%

NoOTE: Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to

rounding.
SOURCE: Legislative Budget Board.
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COMMISSION ON STATE EMERGENCY COMMUNICATIONS

PURPOSE: To preserve and enhance public safety and health in Texas
through reliable access to emergency communications services.
Agency functions support the standardized 911 emergency
communications services statewide and maintain the state’s poison

control network.

ESTABLISHED: 1987

AUTHORIZING STATUTE: The Texas Health and Safety
Code, Chapter 771

GOVERNANCE: Commission—12 members: nine
appointed members and three ex officio members

FIGURE 69
COMMISSION ON STATE EMERGENCY COMMUNICATIONS BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $0.0 $0.0 $0.0 N/A EQUIVALENT
General Revenue—Dedicated Funds $144.8 $153.8 $8.9 6.2% POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A

2020 25.0
Other Funds $0.0 $0.0 $0.0 N/A
Total, All Methods of Finance $144.8 $153.8 $8.9 6.2% 2021 25.0

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$153.8

Statewide 911
Services
$135.3
88.0%

Poison Control
Services
$16.5
10.7%

Administration
$1.9 o
1.3%

SOURCE: Legislative Budget Board.

Appropriations of $14.7 million are provided for
grants to replace obsolete 911 equipment during
the 2020-21 biennium.

An additional $0.3 million is appropriated to the
poison control program to increase disaster-
recovery resiliency of the poison control facility
located on Galveston Island.

The agency’s 911 program serves more than 8.0
million Texans, or about one-third of the state’s
population. The poison control program serves all
residents of the state.
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MAJOR FUNDING

Funding for the agency increased by $8.9 million, primarily
due to increases to the 911 equipment replacement grant
program and the removal of onetime-funded items during
the 2018-19 biennium. Appropriations of General Revenue—
Dedicated Funds constitute 100.0 percent of the agency’s
budget. Appropriations to the agency are derived from four
telecommunications fees: the 911 equalization surcharge, the
emergency service fee, the wireless emergency service fee, and
the prepaid wireless emergency service fee. Figures 70 and
71 show an overview of each telecommunications fee for the
2020-21 biennium. As shown in Figure 71, the decrease in
the emergency service fee collected is attributed to fewer
households having standard phones and instead using
wireless services. All other fees are increasing or remaining

constant due to expanded use of wireless phones.

PROGRAMS

The agency carries out its responsibilities through two major
program areas: (1) administering the state 911 service
program; and (2) the statewide poison control program.

STATEWIDE 911 SERVICES

The first major program area is providing 911 emergency
communication services statewide primarily by administering
grants to regional planning commissions (RPC). The agency
also undertakes public education efforts, reviews regional
plans for compliance with statewide standards and funding
allocations, coordinates 911 activities with emergency
communications districts and national organizations, and

participates in state and federal regulatory proceedings.

Texas residents who use landline telephones in their homes
or businesses to place 911 calls can be located immediately

because their addresses are relayed to a 911 public safety
answering point (PSAP). In addition, wireless carriers are
required to provide the wireless telephone number from
which a 911 call is made to the PSAP. All counties in Texas
have implemented services that assist emergency responders
by providing (1) a callback number in the event of a dropped
call, and (2) the caller’s location by providing the phone’s
approximate location by latitude and longitude.

For fiscal year 2010, the agency was awarded $5.4 million in
federal grant funds for the beginning stages of Next
Generation 911 implementation, representing 13.0 percent
of the total federal funding provided nationwide ($41.3
million). The federal grant, which is related to the Ensuring
Needed Help Arrives Near Callers Employing 911 Act
(ENHANCE 911 Act), was for the acquisition of information
resource technologies to begin implementation of an Internet
protocol (IP) emergency network. Appropriations for the
2018-19 biennium include $7.7 million in General
Revenue—Dedicated Funds to begin Phase 3 of a state-level
emergency communications network for digital 911. The
agency received $7.1 million during the 2014-15 biennium
to fund Phase 1 of the project, which enabled planning,
setting up a test laboratory to identify risks and issues, and
establishing the core functionality for the digital network.
Phase 2 of the project was appropriated $7.7 million for the
2016-17 biennium to utilize the test lab to validate system
design, plan activities, and acquire the components to
implement the first instance of the network. When it is
implemented, the IP emergency network will be more
compatible with digital devices that transmit texts, images,
and videos. Additionally, emergency calls will route faster,
more efficiently, and more reliably. Caller information will be
able to transfer among geographically dispersed PSAPs and

FIGURE 70

COMMISSION ON STATE EMERGENCY COMMUNICATIONS TELECOMMUNICATION FEES, 2020-21 BIENNIUM

EMERGENCY SERVICE FEE
FOR WIRELESS CONNECTIONS

CHARACTERISTIC EMERGENCY SERVICE FEE

PREPAID WIRELESS
EMERGENCY SERVICE FEE (1)

911 EQUALIZATION
SURCHARGE

Rate Maximum of $0.50
per telephone line per
month; may vary by RPC,
currently at $0.50 in all 24

$0.50 per wireless
connection per month

2.0% of the retail sale of the Not more than $0.06

prepaid wireless service per telephone line or
wireless connection
per month; excludes

RPCs prepaid wireless

Levied on Standard telephone Wireless telephone service Prepaid wireless telephone  Standard and wireless
service service telephone service

Rate set by Agency, with review and Legislature Legislature Agency, with review and
comment by PUC comment by PUC

NOTES:

(1) Fee on prepaid wireless service was collected beginning June 1, 2010.

(2) RPC=Regional Planning Commission; PUC=Public Utility Commission.

SouRCE: Commission on State Emergency Communications.
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FIGURE 71

COMMISSION ON STATE EMERGENCY COMMUNICATIONS COLLECTIONS OF TELECOMMUNICATION FEES

FISCAL YEARS 2010 TO 2021

(IN MILLIONS)
$40 -

2010 2011 2012 2013 2014 2015
—— Emergency Service Fee

NoTE: (1) Amounts for fiscal years 2020 and 2021 are estimated.
SouRCE: Commission on State Emergency Communications.

— A — 911 Equalization Surcharge

2016 2017 2018 2019

—Q - - Wireless Service Fee

2020(1) 2021 (1)

==<~~-Prepaid Wireless Service Fee

to the appropriate public safety dispatchers. The full
implementation of the network is expected in 2023.

Appropriations for 911 activities include a net increase of
$8.6 million from the 2018-19 biennium. This amount
includes an increase of $14.7 million for grants to RPCs for
the replacement of obsolete 911 equipment, and the decrease
of unexpended balances from the 2018-19 biennium relating
to the Next Generation 911 project.

POISON CONTROL SERVICES

The agency’s second major program area provides a statewide
poison control center network that aids in the treatment and
prevention of poisonings. The Texas Poison Center Network
provides information to individuals that call the poison
control toll-free telephone number and suspect they have
been exposed to toxic substances. The network is composed
of six geographically diverse poison centers located within
medical facilities and linked by a telecommunications
network. Individuals that call the poison control network
speak directly with a healthcare professional trained in
various aspects of toxicology and poison control and
prevention. The aim is to provide sufficient information to
treat a poison incident at home, precluding the dispatch of
emergency medical services or a visit to a healthcare facility.
According to the federal Centers for Disease Control and
Prevention, research has shown that poison centers save up to

$15 in healthcare expense for every $1 spent.

The agency operates a program, which is defined in statute,
to award grants to the six regional poison control centers,
shown in Figure 72. The regional centers are located at the
University of Texas Medical Branch at Galveston, the Dallas
County Hospital District/Parkland Hospital, the University
of Texas Health Science Center at San Antonio, the Texas
Tech University Health Science Center at Amarillo, the Scott
and White Memorial Hospital at Temple, and the University
Medical Center of El Paso, El Paso County Hospital District.
The agency also oversees poison center operations and

administers the telecommunications network operations.

Appropriations for the poison control center program
include an increase of $0.3 million to increase disaster
recovery resiliency of the poison control facility on Galveston
Island. The location experienced a 20.0 percent decrease in
operational capabilities due to flooding from Hurricane
Harvey during calendar year 2017. Mitigation will take the
form of a secondary disaster recovery site on the mainland

adjacent to Galveston Island.
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FIGURE 72
TEXAS POISON CENTER NETWORK, 2020-21 BIENNIUM

(1) Texas Panhandle — Texas
Tech University Health
Sciences Center at
Amarillo

(2) North Texas — Parkland
Memorial Hospital at
Dallas, Dallas County
Hospital District

(3) West Texas — University
Medical Center of El
Paso, El Paso County
Hospital District

(4) Central Texas — Scott and
White Memorial Hospital
at Temple

(5) Southeast Texas —
University of Texas
Medical Branch at
Galveston

(6) South Texas — University
AN of Texas Health Science
Center at San Antonio
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SouRCE: Commission on State Emergency Communications.
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TEXAS EMERGENCY SERVICES RETIREMENT SYSTEM

PURPOSE: The Texas Emergency Services Retirement System
is a statewide retirement system with a pooled investment fund
established to finance pension, death, and disability benefits for

volunteer firefighters and volunteer emergency medical personnel.

ESTABLISHED: 1977

AUTHORIZING STATUTE: The Texas Government Code,
§865.001

GOVERNANCE: Board of Trustees—nine members
appointed by the Governor, subject to
Senate confirmation

FIGURE 73
TEXAS EMERGENCY SERVICES RETIREMENT SYSTEM BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-
General Revenue Funds $1.4 $1.4 $0.0 0.0% EQUIVALENT
General Revenue—Dedicated Funds $2.7 $2.7 $0.0 0.0% POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A
2020 10.0
Other Funds $0.0 $0.0 $0.0 N/A
Total, All Methods of Finance $4.1 $4.1 $0.0 0.0% 2021 10.0

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$4.1

System
Administration
$3.8
94.1%

Department

Outreach 0
$0.2

5.9%

SOURCE: Legislative Budget Board.

The state’s contribution to the retirement system
consists of $2.7 million from the General Revenue—
Dedicated Account No. 5064, Volunteer Fire
Department Assistance.

The November 2018 actuarial valuation found that the
existing state contribution of $2.7 million would
be needed for 24 years to maintain a 30-year
amortization period and actuarial soundness.

The agency provided $5.7 million in benefit
payments to 3,284 retirees and beneficiaries
during fiscal year 2018.
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MAJOR FUNDING

Appropriations and full-time-equivalent (FTE) positions for
the Texas Emergency Services Retirement System (TESRS)
have remained constant from the 2018—19 biennium.

PROGRAMS

The agency carries out its responsibilities through two major
program areas: (1) administering the retirement system, and
(2) department outreach.

SYSTEM ADMINISTRATION

The primary function at the agency is to administer the
statewide retirement system for volunteer firefighters and
volunteer emergency medical personnel in Texas. This
function includes collecting contributions, investing the
proceeds, and calculating and paying benefits to retirees and
their beneficiaries. Contributions to TESRS are made by
participating departments on behalf of each eligible member.
State statute directs a state contribution as necessary to make
the system actuarially sound each year; the state contribution
is capped at one-third of local governing bodies’ contributions
to the system. The state’s contribution to the system for the
2020-21 biennium is $2.7 million from General Revenue—
Dedicated Fund No. 5064, Volunteer Fire Department
Assistance. This amount is the same as the state’s contribution
to the system for the 2018-19 biennium; the actuarial
valuation in November 2018 found that the existing state
contribution would be needed for 24 years to achieve a 30-
year amortization period and maintain actuarial soundness.

At the end of fiscal year 2018, 238 fire departments and
in TESRS,

representing 9,138 vested and nonvested individuals,

emergency service districts  participated
including 3,927 active members. At the close of fiscal year
2018, the system provided monthly annuity payments to
3,284 retirees and beneficiaries, totaling approximately $5.7

million in benefit payments for the year.

Figure 74 shows the net market value of TESRS assets from
fiscal years 2009 to 2018.

DEPARTMENT OUTREACH

Recruiting and technical assistance is a newer program area
at the agency that began during fiscal year 2016.
Appropriations provide funding to enroll more departments
into the system and monitor departments. Appropriations
for these activities include $241,920 in General Revenue
Funds for the 2020-21 biennium and 2.0 FTE positions.

SIGNIFICANT LEGISLATION

House Bill 3247 — Administrative changes to the Texas
Emergency Services Retirement System. The legislation
implements changes to several provisions regarding the
administration of the system, responsibilities within
member departments, and definitions of who may become
a member. Provisions also authorize the board to adopt
rules to revoke a department’s membership while
maintaining actuarial soundness.

FIGURE 74

TEXAS EMERGENCY SERVICES RETIREMENT SYSTEM FUND NET MARKET VALUE OF ASSETS

FISCAL YEARS 2009 TO 2018

(IN MILLIONS)
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SOURCE: Texas Emergency Services Retirement System.
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EMPLOYEES RETIREMENT SYSTEM

PURPOSE: To provide retirement, insurance, and death and survivor
benefits to state employees, retirees, and eligible family members;

and manage assets held in a trust.

ESTABLISHED: 1947

AUTHORIZING STATUTE: The Texas Constitution,
Article XVI, §67(a)

GOVERNANCE: Board of Trustees—one member
appointed by Governor, one appointed by the Chief
Justice of the Supreme Court, and one appointed by the
Speaker of the House of Representatives, all with advice
and consent of the Senate, and three elected members

FIGURE 75
EMPLOYEES RETIREMENT SYSTEM BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED  BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $3,724.2 $3,908.9 $184.7 5.0% EQUIVALENT
General Revenue-Dedicated Funds $211.5 $217.6 $6.2 2.9% POSITIONS
Federal Funds $853.6 $902.2 $48.6 5.7%

2020 4085
Other Funds $602.0 $627.7 $25.7 4.3%
Total, All Methods of Finance $5,391.3 $5,656.5 $265.2 4.9% 2021 408.5

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

Healthcare
Benefits
$4,166.9

13.7%

Retirement
Benefits
$1,489.5

26.3%

SOURCE: Legislative Budget Board.

TOTAL=$5,656.5

As of the August 31, 2019, actuarial valuation,

the funding period for the Employees Retirement
System is infinite with a depletion date

of fiscal year 2075.

Funding for the Group Benefits Program increased
by $206.8 million primarily due to active and retiree
member growth.

State per-member contribution amounts for the
Group Benefits Program have remained virtually
consistent since fiscal year 2018 due to cost savings
in contracts.

State contribution rates to the three defined-benefit
retirement programs remain the same as the previous
biennium, and member contribution rates to the
Judicial Retirement System Plan Il increased by
2.0 percent.
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MAJOR FUNDING

Funding for programs administered by the Employees
Retirement System (ERS) increased by $265.2 million in All
Funds, or 4.9 percent from the 2018-19 biennium. This
increase is due primarily to an increase of $206.8 million in
All Funds to the state contribution for group insurance
benefits for general state employees, retirees, and their
dependents. Although the state contribution per member
did not increase, this amount represents an annual state
employee retirement rate of 4.5 percent and full-time-
equivalent (FTE) position changes at certain state agencies.

The overall increase in funding to ERS also includes an
increase of $55.0 million in All Funds for the state
contribution to the ERS retirement plan. Funding
provides for 9.5 percent of salary as the state’s contribution
for each fiscal year of the 202021 biennium and for FTE
position and salary increases at certain state agencies.
Funding also continues the additional retirement
contribution from all general state agencies of 0.5 percent
of the total base wages and salaries for each eligible
employee, for a total combined state contribution rate of
10.0 percent, the maximum pursuant to the Texas

Constitution, Article XVI, Section 67 (b)(3).

Figure 76 shows 2020-21 biennial appropriations for all
benefits administered by ERS, compared with 2018-19
biennial budgeted and expended amounts.

PROGRAMS

The agency carries out responsibilities through two major
program areas: (1) healthcare benefits and (2) retirement
benefits. The appropriations are made within each article in
the General Appropriations Act.

HEALTHCARE

ERS provides healthcare benefits to state employees,
retirees, and their dependents through the Group Benefits
Program (GBP). This program provides group health
insurance, life insurance, dental insurance, accident
insurance, and short-term and long-term income protection
insurance for disability to GBP participants. Newly hired
employees become eligible to receive health benefits on the
first day of the month following their sixtieth day of
employment. The state pays 100.0 percent of the insurance
premium for full-time employees and 50.0 percent of
dependent coverage; members pay the other 50.0 percent
of dependent coverage. Active employees who work part-
time receive a state contribution equal to 50.0 percent of
the rate of full-time employees for health insurance.
Employees are fully responsible for the costs of voluntary
coverage, such as accidental death insurance, dental

insurance, and disability plans.

The combination of state contributions, the 1.0 percent
agency contribution, employee premium payments, refunds,
rebates, and subsidies earned from the federal Medicare Part

FIGURE 76

EMPLOYEES RETIREMENT SYSTEM EMPLOYEE BENEFITS APPROPRIATIONS IN ALL FUNDS

2018-19 AND 2020-21 BIENNIA

(IN MILLIONS)

EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
BENEFITS 2018-19 2020-21 CHANGE CHANGE
Employees Retirement System Retirement $1,291.1 $1,346.1 $55.0 4.3%
Contributions
Law Enforcement and Custodial Officers Supplemental $16.9 $17.4 $0.5 2.9%
Retirement Fund
Judicial Retirement System — Plan I $25.0 $28.4 $3.3 13.3%
Judicial Retirement System — Plan | $46.6 $42.6 ($4.0) (8.6%)
Public Safety Benefits $28.8 $27.6 ($1.2) (4.3%)
Retiree Death Benefits $27.2 $27.5 $0.3 1.1%
Group Insurance Program $3,816.6 $4,023.4 $206.8 5.4%
Community Supervision and Correctional Department $139.1 $143.5 $4.4 3.2%
Group Insurance
Total $5,391.3 $5,656.5 $265.2 4.9%

NoTE: Biennial change and percentage change are calculated on actual amounts before rounding. Therefore, figure totals may not sum due to

rounding.
SOURCE: Legislative Budget Board.
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FIGURE 77

DISTRIBUTION OF EMPLOYEES RETIREMENT SYSTEM HEALTHCARE FUNDING AND EXPENDITURES, 2020-21 BIENNIUM

FUNDING

EXPENDITURES
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Higher Education
20.5%
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— Agencies 16.3%
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. State Agency and Institutions
State Contribution — of Higher Education 1.0%

Other Contribution
2.3% 2.6%

NoTe: EGWP=Employer Group Waiver Plan.
SouRcE: Employees Retirement System.
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D prescription drug plan provide revenue for the insurance
trust fund, which provides funding for expenses paid by the
healthcare program. Figure 77 shows the distribution of
funding sources for the benefits and the major categories of
expenditures projected for the 2020-21 biennium.

Through a separate appropriation to the Higher Education
Group Insurance program, the state also contributes toward
group insurance for higher education employees that are paid
with state funds. The University of Texas and Texas A&M
University systems administer separate group health
insurance programs for their employees and retirees.
Employees and retirees of the other institutions of higher
education, including community colleges, are part of the
Group Benefits Program within ERS.

ERS offers a prescription drug plan and a managed healthcare
plan called HealthSelect through the state-contracted
vendors, OptumRx and Blue Cross Blue Shield, respectively.
Although  ERS
administrators are contracted with the state to administer the
health plan and the

prescription drug plan. The system also contracts with

self-insures  the programs, outside

managed-care, point-of-service
various health maintenance organizations that serve primarily
urban areas across Texas to provide state employees with
healthcare alternatives to HealthSelect.

The state contribution for group insurance covers various
levels of health coverage, depending on the category of

coverage selected by the employee (e.g., employee only,
employee and spouse). Figure 78 shows the state and
employee contributions as portions of the total cost in each
of the various coverage categories for the HealthSelect plan
for fiscal years 2016, 2018, and 2020. Member and state
contribution levels have remained almost flat since fiscal year
2018 due to achieving significant cost savings in the
OptumRx and Blue Cross Blue Shield contracts.

RETIREMENT

The second program area that ERS administers includes
various retirement and death benefits available to state
employees. ERS Retirement is the primary retirement plan
that the system offers to general state employees and elected
members. This plan is a defined-benefit retirement that
results in a guaranteed annuity. The formula used to
calculate a member’s annuity multiplies years of service by
final average salary by the benefit multiplier of 2.3 percent.
Pursuant to the Texas Constitution, the state’s contribution
for employees retirement may not exceed 10.0 percent of
total payroll except in an emergency determined by the
Governor, nor may it be less than 6.0 percent of total
payroll. The state’s retirement contribution rate established
by the Eighty-sixth Legislature, 2019, is 9.5 percent for
each fiscal year of the 2020-21 biennium; when combined
with the 0.5 percent agency contribution, the total state
contribution is 10.0 percent.
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FIGURE 78

HEALTHSELECT MONTHLY CONTRIBUTION LEVELS, FISCAL YEARS 2016, 2018, AND 2020
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An actuarial valuation report is completed annually for the
ERS retirement trust fund, and an additional valuation
update is completed during each regular legislative session.
An actuarial valuation is a report regarding the financial
status of the pension plan. The valuation includes a
measurement of the plan’s accrued liability and compares it
to the plan’s assets, then analyzes the reasons for changes
from the previous plan year. The valuation also determines
the actuarial soundness of the total contribution rate to the
pension plan. For the plan to be actuarially sound,
contributions must be sufficient to fund the normal cost,
which is the cost of benefits being earned during the plan
year by active members, and amortize the unfunded accrued
liability during no more than 31 years. According to the
August 31, 2019, actuarial valuation, the combined state and
employee contribution rate of 19.50 percent for the 2020-
21 biennium is less than the contribution required for the
fund to be actuarially sound, which is 23.26 percent. The
valuation also reported that the funding period at the end of
fiscal year 2019 is infinite, meaning the unfunded accrued
liability is expected to grow indefinitely. The assets are
anticipated to be depleted in plan year 2075.

The August 31, 2019, actuarial valuation of the ERS
retirement trust fund assessed the unfunded actuarial accrued
liability—the amount of liabilities in excess of the assets—at
$11.7 billion, an increase of $0.1 billion from the August 31,
2018, actuarial valuation. The plan’s funded ratio, which is
the plan’s assets divided by the plan’s liabilities, was 70.5
percent, which is 0.3 percentage point greater than the
August 31, 2018, funded ratio of 70.2 percent.

As of August 31, 2019, ERS had 141,865 active contributing
members and 125,935 noncontributing members, which are
former state employees who have not withdrawn their
115,195 retirees and
beneficiaries were receiving annuities. Figure 79 shows ERS

retirement funds. At that time,

membership for current and retired employees since fiscal
year 2010.

Trained professional personnel, in accordance with
trustee policies and constitutional and statutory regulations,
invest state contributions, member contributions, and
investment income. To assist the agency staff with
investment recommendations and decisions, the ERS board
employs investment managers and utilizes an Investment
Advisory Committee composed of financial and business
community professionals appointed by the ERS board.
ERS also retains an independent consultant to evaluate and
analyze investment results. As of August 31, 2019, the
market value of the ERS assets was $27.4 billion, which was
$0.4 billion less than at the end of fiscal year 2018. Figure
80 shows the fluctuating market value trend in the assets of
the ERS retirement fund since fiscal year 2010, with the
decrease during fiscal year 2015 attributable to national

economic downturn.

Certain members of ERS are also members of the Law
and Custodial Officer Supplemental
(LECOS) Retirement Fund, which provides an increased

Enforcement

retirement benefit for certain employees who are certified
peace officers and custodial officers. LECOS funds a
0.5 percent supplement to the principal retirement
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FIGURE 79
EMPLOYEES RETIREMENT SYSTEM MEMBERSHIP, FISCAL YEARS 2010 TO 2019
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SouRCE: Employees Retirement System.

FIGURE 80

MARKET VALUE OF EMPLOYEES RETIREMENT SYSTEM CONSOLIDATED PENSION INVESTMENT FUND ASSETS

FISCAL YEARS 2010 TO 2019
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formula. This supplement increases the total retirement
formula to 2.8 percent per year of service for those officers
that have completed 20.0 years or more of services or have
become occupationally disabled while serving as
commissioned law enforcement or custodial officers.
Members of LECOS will receive about 82.0 percent of
their retirement annuity from the ERS Trust Fund and 18.0
percent from the LECOS Retirement Fund Trust. The
state’s LECOS contribution rate established by the Eighty-
sixth Legislature, 2019, is 0.5 percent for the 2020-21
biennium, which continues the contribution rate from the

2018-19 biennium.

According to the August 31, 2019, actuarial valuation of
the LECOS fund, the combined contribution rate is
estimated to be 0.5 percent member contribution and 0.5
percent state contribution of payroll and $17.1 million in
court fees for fiscal year 2020. The court fees are anticipated
to be approximately 0.77 percent of payroll, but this rate
will not remain level as a percentage of payroll. The total
contribution rate is 2.91 percent less than the contribution
required for the fund to be actuarially sound before
including court fees. According to the same valuation, the
total normal cost rate is 2.08 percent, which is less than the
The combined

current combined contribution rate.
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contributions are insufficient to pay down the existing
unfunded accrued liability; therefore, the expected funding
period remains infinite.

As of August 31, 2019, the market value of the LECOS
Retirement Fund was $943.6 million, a decrease of $23.2
million from the August 31, 2018, valuation report.

Eligible employees include law enforcement officers with the
Texas Department of Public Safety, the Texas Alcoholic
Beverage Commission, the Texas Parks and Wildlife
Department, custodial officers at the Texas Department of
Criminal Justice, and parole officers and caseworkers at the
Board of Pardons and Paroles. As of August 31, 2019, 36,296
active members were contributing to the fund, 22,107
members were noncontributing, and 13,781 retirees and

beneficiaries were receiving supplemental benefits.

ERS administers two retirement plans for judges: the Judicial
Retirement System I (JRS I) and Judicial Retirement System
IT (JRS II). JRS I was closed on August 31, 1985, and is
financed on a pay-as-you-go basis. Funds required for
monthly annuity payments and refunds of member
contributions are appropriated each fiscal year from General
Revenue Funds. As of August 31, 2019, less than 10 active
contributing members remained in the system, and 326

retirees and beneficiaries were receiving annuities.

JRS II was established for judges who joined the bench on
or after September 1, 1985. The JRS II plan is prefunded
on an actuarial basis, similarly to the ERS Retirement Fund
and the LECOS Retirement Fund. The state contribution
rate established by the Eighty-sixth Legislature, 2019, is
15.663 percent for each fiscal year of the 2020-21
biennium, which continues the contribution rate from the
2018-19 biennium. For fiscal year 2020, the member
contribution rate is 9.5 percent of payroll; this rate is 2.0
percent greater than the member contribution rate during
the 2018-19 biennium. Member contributions are optional
after members accrue 20.0 years of service credit or have
served 12.0 years on an appellate court and attained the
Rule of 70, in which the sum of the judge’s age and the
judge’s amount of service credit in the retirement system
equals or exceeds the number 70. According to the August
31, 2019, actuarial valuation of the JRS II fund, the fiscal
year 2019 combined contribution rate of 25.053 percent
(15.663 percent state contribution and a 9.39 percent
effective member contribution) is less than the contribution
rate required for the fund to be actuarially sound, which is
27.84 percent. According to the same valuation, the normal

FIGURE 81

STATE, MEMBER, AND ACTUARIALLY SOUND
CONTRIBUTION (ASC) RATES FOR ERS RETIREMENT,
LECOS, AND JRS II, FISCAL YEAR 2020

CATEGORY  ERS RETIREMENT LECOS JRS I (1)

State 9.50% 0.50% 15.66%

Member 9.50% 0.50% 9.39%

Other 0.5% (2) $17.1 million (3) N/A

Total 19.50% 1.00% 25.053%
+ $17.1 million

ASC Rate 23.26% 3.91% 27.84%
+ $17.1 million

Difference 3.76% 2.91% 2.79%

NOTES:

(1) JRS IlI=Judicial Retirement System II.

(2) State agencies contribute 0.5 percent of payroll to the
Employees Retirement System (ERS) retirement plan each
fiscal year.

(3) The Law Enforcement and Custodial Officer Supplemental
(LECOS) Retirement Fund receives a portion of statutorily
collected court costs, which is anticipated to be $17.1 million.

SOURCES: Legislative Budget Board; Employees Retirement

System.

cost rate is 23.14 percent, which is less than the combined
contribution. The excess contribution of 1.913 percent
does not meet the actuarially sound contribution rate, and
the fund is expected to deplete within 57 years. As of
August 31, 2019, 573 active members were contributing
with 187 noncontributing members. As of the same date,
472 retirees and beneficiaries were receiving annuities.

Figure 81 shows the combined contributions to the ERS
retirement trust fund, the LECOS retirement fund, and the
JRS 1II fund compared to the actuarially sound contribution
rate for each fund for fiscal year 2020.

ERS also administers two death benefit programs, public
safety death benefits and retiree death benefits. Survivors of
a law enforcement officer, firefighter, or other public safety
employee killed in the line of duty receive a $500,000
payment and other benefits such as funeral expenses and
additional benefits for surviving children. Retiree death
benefits include a $5,000 lump-sum death benefit provided
to the survivor or estate of a person retired while a member
of any of the retirement programs administered by ERS.
Retiree death benefits are the appropriation made directly
to the agency.

SIGNIFICANT LEGISLATION

House Bill 2384 — Judicial compensation and Judicial
Retirement System of Texas Plans I and II. In addition to
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increasing and restructuring judicial salaries, the legislation
increases the member contribution to JRS II from 7.5
percent to 9.5 percent and changes the calculation of
retirement annuities for JRS II members and district
attorneys who retire on or after September 1, 2019.

Senate Bill 1264 — Consumer protections against certain
medical and healthcare billing. The legislation prohibits
certain out-of-network facilities and providers from balance-
billing insurance plan participants for services provided in an
emergency or at an in-network facility; this law removes the

member from the mediation and arbitration process.
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TEXAS ETHICS COMMISSION

PURPOSE: To promote individual participation and confidence
ESTABLISHED: 1991

.. . . e . AUTHORIZING STATUTE: The Texas Constitution,
administering ethics laws and by providing information that Article ll, §24a

in electoral and governmental processes by enforcing and

enables the public to oversee the conduct of public officials and GOVERNANCE: Commission—four members appointed

those attempting to influence public officials. by the Governor, two members appointed by the
Lieutenant Governor, two members appointed by the
Speaker of the House of Representatives, with no more
than four commissioners from the same political party

FIGURE 82
TEXAS ETHICS COMMISSION BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-
General Revenue Funds $5.9 $7.1 $1.3 21.4% EQUIVALENT
General Revenue—Dedicated Funds $0.0 $0.0 $0.0 N/A POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A
2020 35.4
Other Funds $0.0 $0.0 ($0.0) (100.0%)
Total, All Methods of Finance $5.9 $7.1 $1.2 21.0% 2021 344
AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS) SIGNIFICANT DEVELOPMENTS
TOTAL=$7.1 The legal services division received more than
N ’ 8,100 calls during fiscal year 2019, and the agency
Filings and issued three advisory opinions.
Information
$3.4
47.6%

The agency collected approximately $2.0 million
in fees for the 2018-19 biennium related to lobbyist
registrations, which were deposited into the General
Legal Services Revenue Fund.
$2.9

40.1%

Additional appropriations of $0.5 million have been
provided to maintain and enhance the agency’s
Electronic Filing System, which is used to process
statutory filings.

Administration
$0.9
12.2%

SOURCE: Legislative Budget Board.
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MAJOR FUNDING

Appropriations for the Texas Ethics Commission (TEC)
include an increase of approximately $1.2 million in
General Revenue Funds. This increase is across all TEC’s
functions, with the exception of statutory filings, included
in the Filings and Information program area, which received
a decrease of $0.1 million from 2018-19 biennial levels. Of
the agency’s 2020-21 biennial appropriations, 100.0
percent consists of General Revenue Funds. Appropriations
from the 2018-19 biennium of $16,380 in Appropriated
Receipts, which are derived from copying charges that the
agency collects for requests to obtain information or reports
that the agency maintains, have been transferred to General
Revenue Funds appropriations in the same amounts for the
2020-21 biennium.

PROGRAMS

The agency carries out its responsibilities through three
major program areas: (1) filings and information; (2) legal

services; and (3) administration.

FILINGS AND INFORMATION

TEC’s primary program area relates to filings and information,
which includes appropriations for administering, supporting,
and enforcing deadlines related to financial and campaign
reports submitted to the agency by elected officials, candidates
for elected office, lobbyists, and certain state officials. TEC
makes certain reports available on the agency’s website, and
other reports are available upon request. State law requires
that certain disclosure reports are filed electronically with the
agency. All disclosure reports are processed through an
agency-maintained electronic filing system, which was
purchased and developed during the 2014-15 biennium.
The system consists of web-based filing applications for
campaign finance, lobby, and personal financial statements
for the state’s filers, an internal filing application manager,
and other databases. The Information Resources division
manages the filing application and provides the planning,
management, and operation of information technology
systems and equipment for the agency. Appropriations for
filings and information total approximately $2.7 million for
the 2020-21 biennium and provide for 14.0 full-time-
equivalent (FTE) positions.

LEGAL SERVICES

Another TEC program area provides legal services to the
public and filers by responding to requests for guidance,
primarily by telephone, and providing instruction regarding

FIGURE 83
TEXAS ETHICS COMMISSION SWORN COMPLAINTS
RECEIVED, FISCAL YEARS 2008 TO 2019
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SOuURCE: Texas Ethics Commission.

laws that the agency administers. TEC utilizes an online
training program and agency-developed educational guides
and brochures to educate state employees and the public
regarding ethics laws. The agency also issues advisory
opinions, which assist the public and entities that the agency
regulates to understand the laws it enforces. For fiscal year
2019, the agency issued three advisory opinions and received
more than 8,100 calls to the legal division.

Legal services also include enforcing provisions of campaign
finance law, lobby law, and government ethics laws on
individuals that file with TEC or with local authorities such
as county or city clerks. The agency may initiate investigations
and subpoena witnesses pertaining to violations of state law
related to ethics. These services include receiving sworn
complaints from individuals alleging violation of certain laws
that TEC is responsible for enforcing. Figure 83 shows the
number of complaints received by the agency from fiscal
years 2008 to 2019. The number of complaints received is
related to several factors, such as election timing. TEC is
authorized to impose civil penalties through fines for
reporting violations. The fines that the agency levies and
collects are deposited directly into General Revenue Funds
and are not appropriated to the agency. Appropriations for
legal services total approximately $2.9 million for the 2020~
21 biennium and provide for 15.4 FTE positions.

ADMINISTRATION

The agency’s final program area is administration, which
includes the indirect administrative functions that provide

agencywide support functions, including executive
gencyw pp g
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leadership,  finance, purchasing, human resources
management, and staff services. Appropriations for
administration total approximately $0.9 million for the
2020-21 biennium and provide for 6.0 FTE positions.

SIGNIFICANT LEGISLATION

House Bill 1785 — Relating to the information required to
be disclosed in a registration form for lobbyists. The
legislation requires lobbying registration forms to include
identification of registered foreign agents pursuant to the
federal Foreign Agents Registration Act of 1938.

Senate Bill 548 — Relating to complaints filed with and
certain other filings submitted to the Texas Ethics
Commission. The legislation modifies the advisory opinion
process to enable defense to prosecution or civil penalties
on the basis of a TEC failure to issue an advisory opinion
within 120 days of receiving a response. Enables automatic
dismissal of complaints with the submission of a correction

by a respondent.
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TEXAS FACILITIES COMMISSION

PURPOSE: To support state government through strategic
planning, asset management, design, construction, maintenance,
and leasing of state facilities and the reallocation or disposal

of state and federal surplus.

ESTABLISHED: 2007

AUTHORIZING STATUTE: The Texas Government Code,
Chapter 2152

GOVERNANCE: Commission—five members appointed
by the Governor, and two members appointed by the
Lieutenant Governor

FIGURE 84
TEXAS FACILITIES COMMISSION BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $76.2 $221.4 $145.3 190.8% EQUIVALENT
General Revenue—-Dedicated Funds $38.5 $5.3 ($33.3) (86.3%) POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A

2020 553.4
Other Funds $912.9 $511.5 ($401.4) (44.0%)
Total, All Methods of Finance $1,027.6 $738.2 ($289.4) (28.2%) 2021 553.4

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

Facilities
Construction
$483.1
65.4%

Facilities Maintenance
$144.6
19.6%

Facilites Management
$98.6
13.4%

Administration
$11.0
1.5%

Facilities Leasing

$1.0 @
0.1%

SOURCE: Legislative Budget Board.

TOTAL=$738.2

Appropriations of $909.8 million in All Funds
represent a decrease due to the removal of
onetime capital project appropriations and
unexpended balances from the 2018-19 biennium.
These decreases are offset by an increase

of $620.4 million in All Funds appropriations

for the 2020-21 biennium.

Appropriations of $133.8 million in General
Revenue Funds are provided for deferred
maintenance projects and the Lyndon B.
Johnson Building renovation.

Appropriations include $475.2 million in Revenue
Bond Proceeds for the second phases of the Capitol
Complex and North Austin Complex projects.

Appropriations of $5.8 million in General Revenue
Funds and 44.0 additional full-time equivalent
positions are provided to increase the hiring of
skilled building trades, with the goal of decreasing
reliance on contracted maintenance services.
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MAJOR FUNDING

Funding for the Texas Facilities Commission (TFC) includes a
net decrease of $289.4 million in All Funds primarily due to
the following changes: a decrease of $909.8 million in All
Funds from onetime capital project appropriations and
unexpended balances from the 2018-19 biennium; an increase
of $475.2 million in Other Funds from Revenue Bond
Proceeds for Phase 2 of the North Austin Complex and Capitol
Complex projects; an increase of $120.2 million in General
Revenue Funds for deferred maintenance projects across TFC-
administered facilities; $19.3 million in General Revenue
Funds for the Lyndon B. Johnson building renovation,
cybersecurity initiatives, building security upgrades, and other
capital projects; and $5.8 million in General Revenue Funds

to hire additional staff in skilled building trades.

PROGRAMS

The agency carries out its responsibilities through five major
program areas: (1) oversight and management of facilities
design and construction; (2) oversight and management of
facility repairs and deferred maintenance projects; (3)
management of state-owned facilities; (4) agency
administration; and (5) management of facility leasing for

state agencies.

FACILITIES DESIGN AND CONSTRUCTION

The facilities design and construction program area is

responsible for providing professional architectural,
engineering, and construction project management services
to all state agencies. As of August 2019, TFC is managing 78
projects on behalf of 10 state agencies with a total value of
approximately $1.3 billion. This portfolio includes Phase 1
of the North Austin Complex and Capitol Complex projects,
totaling $767.6 million in Other Funds from Revenue Bond
Proceeds for three new office buildings, associated parking
structures, and utility infrastructure. Nine construction
contracts, totaling approximately $117.7 million, were

completed during fiscal year 2019, all within budget.

Appropriations of $475.2 million for the 2020-21 biennium
are provided to proceed with Phase 2 of the Capitol Complex
Project and North Austin Complex projects, which will
include three new state office buildings and associated
parking structures.

FACILITIES MAINTENANCE
The facilities

administering the deferred maintenance and minor

maintenance program area involves

construction programs. Deferred maintenance projects
include repairing or replacing broken or outdated building
systems, upgrading building systems to increase building
capacities, and improving energy conservation by installing
high-efficiency equipment to lower utility costs. For the
2020-21 biennium, the agency is appropriated $120.2
million for health, safety, and deferred maintenance projects.
Deferred maintenance priorities will include critical or near-
critical repairs that affect health, safety, and continuity of
operations at TFC, Texas School for the Deaf, and Texas
School for the Blind and Visually Impaired facilities. In
addition, $13.6 million is appropriated for renewal projects
at the Lyndon B. Johnson Building.

Additionally, the minor construction program performs
minor renovations and rehabilitation for tenants of
TFC buildings on a cost-recovery basis. TFC charges
agencies $63 per hour for minor construction services or
contract administration if a private vendor performs the
renovation with TFC oversight. The total fee for contract
administration varies depending on the size and complexity
of the contract. To decrease the state’s reliance on contracted
maintenance services, the agency has been appropriated
$5.8 million in General Revenue Funds to hire 44.0 full-
time-equivalent positions in skilled building trades during
the 2020-21 biennium.

FACILITIES MANAGEMENT

The agency’s facilities management program area is
responsible for custodial services for state-owned buildings,
facilities operation and management services, facilities
planning, grounds management, parking and special events
services, recycling and waste management, surplus property
management, and utilities. During fiscal year 2018, the
agency’s portfolio of leased, owned, and managed facilities
totaled more than 26.1 million square feet, supporting the
needs of 102 state agencies and 63,265 employees throughout
243 Texas cities and towns. TFC has planning and oversight
responsibilities to determine facility requirements and to
allocate and assign space to the agencies located in TFC’s
leased, owned, and managed inventory. This program
evaluates and approves all requests for space allocation,
relinquishment, or modifications. For the 2020-21
biennium, the agency has been appropriated $3.4 million in
General Revenue Funds to update and standardize security
systems at 13 state office buildings in the Travis County area.

Figure 85 shows that approximately 64.6 percent of all office
space occupied by the state in Travis County consists of state-
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owned or state-built facilities that TFC manages. Statewide,

state-owned, and  state-managed space makes up
approximately 38.5 percent of the total inventory of office

space that state agencies occupy.

The custodial operations program provides cleaning services
for state-owned and state-managed facilities within TFC’s
inventory. Inspections are performed randomly on all
phases of custodial services intended to ensure that quality
service is provided. TFC also manages the state’s recycling
and waste program. The recycling program provides proper
disposal of these items at no cost to tenants in TFC-
managed buildings.

The facilities operations program is responsible for utility
plants and building systems. This section is staffed on a
continuous 24-hour work schedule to monitor central utility
plants that provide chilled water and steam to various
buildings. This program is also responsible for 67 standalone
systems in buildings that do not receive chilled water or
steam from the central utility plants.

Facilities planning is a continuous process at TFC, in which
the agency monitors and evaluates facility space utilization
and needs along with state agencies anticipated
requirements. TFC works closely with other agencies to
develop planning assessments to meet particular agency
needs in the areas of space utilization, facility acquisition,
disposition, leasing, modification, or new construction.
The agency has been appropriated an additional $0.3
million in General Revenue Funds for the 2020-21
biennium to update the Facilities Master Plan and the

Capitol Complex Master Plan.

The grounds maintenance program maintains and repairs
the grounds, parking garages, and surface lots on state
property in Travis County. Agency staff, in conjunction
with contract labor, perform routine landscape maintenance
services such as mowing, edging, blowing, and weeding for
approximately 288.0 acres of state-owned property in Travis
County. Staff also perform nightly cleaning for 18 state-
owned parking garages.

The commercial parking and special events program is
responsible for administering temporary leasing of state
facilities in the Austin area for after-hours parking, movie
productions, special events, and tailgating. Additionally,
the program administers the conference room reservation
system, a web-based scheduling system for conference
rooms, common areas, or exterior areas in TFC-managed,

state-owned buildings for use by state agencies. During

FIGURE 85
STATE OFFICE SPACE, FISCAL YEAR 2019
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SouRceE: Texas Facility Commission.

fiscal year 2018, the program generated approximately $1.0
million in revenue returned to the state Treasury from fees
charged for parking after hours, on weekends, during excess
daytime special events, and lease agreements in the Capitol
Complex and Hobby Complex in Austin.

TFC is statutorily charged with the administration of the
Texas State and Federal Surplus Property programs. The
State Surplus Property Program facilitates the placement
and disposal of state surplus and salvage property for state
agencies. For fiscal year 2019, the state program deposited
proceeds totaling approximately $5.5 million to the state
Treasury, of which a portion may be expended by
participating state agencies and counties. The Federal
Surplus Property Program is responsible for administering
the donation of federal surplus personal property in Texas.
During fiscal year 2019, the program generated $6.7
million in revenue.

The Office of Energy Management explores ways to lower
utility costs and to conserve energy in state-owned facilities.
The program oversees procurement, use, and distribution
of TFC’s utilities appropriations. This function includes
performing cost-benefit analysis on equipment, evaluating
and improving business practices, refining methods of
building operation, developing and implementing program
policies and procedures, and researching and planning for
the use of advanced technologies. As Figure 86 shows,
monthly utility expenditures fluctuate within any fiscal
year, often related to changes in weather conditions.
Appropriations for utility payments related to facilities
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FIGURE 86

STATE-OWNED FACILITIES UTILITY EXPENDITURES, FISCAL YEARS 2016 TO 2019

(IN MILLIONS)
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NoTE: Data as of August 2019.
SouRCE: Texas Facilities Commission.

operations for the 2020-21 biennium total $36.7 million
in All Funds.

ADMINISTRATION

The agency administration program area supports the overall
efficiency and effectiveness of TFC operations. This program
area is funded with approximately $7.1 million in General
Revenue Funds. For the 2020-21 biennium, the agency is
appropriated $0.6 million in General Revenue Funds to
implement the human resources component of the
Centralized Accounting and Payroll/Personnel System. In
addition, the agency has been appropriated $0.6 million for
the replacement of motor vehicles older than age 10.0 years
that have more than 150,000 miles of travel. Additionally,
TFC has been appropriated $0.4 million in General Revenue
Funds for agencywide cybersecurity improvements.

FACILITIES LEASING

TFC’s leasing services program procures and manages
leased facilities to meet state agencies’ operational needs
throughout the state. During fiscal year 2018, the program
managed more than 700 active leases for office, warehouse,
and training purposes for 33 state agencies in 243 Texas
cities and towns. The program evaluates the facility
requirements of tenant agencies; monitors real estate
market rent and operating-cost characteristics; and
procures, negotiates, and manages lease contracts that
represent the best value to the state. TFC’s leasing portfolio
totaled 10.2 million square feet with a monetary value of
$171.7 million during fiscal year 2018.

SIGNIFICANT LEGISLATION

House Bill 2944 — Authorizing the sale or transfer of the
G.J. Sutton Building Complex in San Antonio. The
legislation authorizes the sale of the G.J. Sutton Building

Complex in San Antonio by the General Land Office on
behalf of TFC.

Senate Bill 401 - Legislative oversight of deferred
maintenance projects. The legislation establishes the Joint
Oversight Committee on Government Facilities as a
permanent joint committee of the Legislature to oversee
deferred maintenance project planning and execution. A
total of $556.4 million was appropriated for deferred

maintenance projects for the 2020-21 biennium.

Senate Bill 1349 — Authorizing the sale of certain real
property by the Texas Facilities Commission on behalf of
the state. The legislation authorizes the sale of the William P,
Hobby Building in Austin by the General Land Office on
behalf of TFC. TFC estimates that the sale will result in

annual savings of $16.0 million.
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PUBLIC FINANCE AUTHORITY

PURPOSE: To issue general obligation and revenue bonds for
designated state agencies, maintain the Master Lease Purchase
Program, and act as the exclusive issuer in other statutes when

designated by the Legislature.

ESTABLISHED: 1983

AUTHORIZING STATUTE: The Texas Government Code,
§1232

GOVERNANCE: Board of Directors—seven members
appointed by the Governor with advice and consent of
the Senate

FIGURE 87
PUBLIC FINANCE AUTHORITY BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED APPROPRIATED  BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $1.7 $1.6 ($0.1) (5.0%) EQUIVALENT
General Revenue—Dedicated Funds $0.0 $0.0 $0.0 N/A POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A

2020 14.5
Other Funds $1.3 $1.5 $0.2 14.4%
Total, All Methods of Finance $3.0 $3.1 $0.1 3.3% 2021 14.0

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$3.1

Debt Service
Management
$3.1
100.0%

SOURCE: Legislative Budget Board.

Public Finance Authority General Obligation
(GO) bond debt totaled $2.5 billion, with debt
service payments totaling $618.7 million for the
2020-21 biennium.

The agency approved seven requests for
financings, refundings, and cash defeasances
during fiscal year 2019.

Of $2.5 billion in outstanding GO bonds,
$1.4 billion, or 56.0 percent, is for bonds for the
Cancer Prevention and Research Institute of Texas.
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MAJOR FUNDING

Appropriations to fund the Texas Public Finance Authority
(TPFA) for the 2020-21 biennium are divided into two
components: agency operations, and debt service payments
on new and existing General Obligation (GO) bonds.
Funding for TPFAs agency operations increased by $0.1
million, or 3.3 percent from the 2018-19 biennium. The
increase is related primarily to funding for maintenance and
updates to the Debt Management System, a salary merit
pool, and completion of the Centralized Accounting and
Payroll/Personnel System transition. GO bond debt service
appropriations for debt issued by TPFA decreased by $13.6

million, or 2.7 percent, from the 2018-19 biennium.

PROGRAMS

TPFA issues general obligation and revenue bonds for
designated state agencies to provide financing for the
construction or acquisition of facilities, and maintains the
Master Lease Purchase Program to provide financing for
equipment acquisition. The agency carries out its
responsibilities through two major program areas: (1) issuing
and managing bonds on behalf of state agencies; and (2)
issuing debt that is not a legal liability of the state on behalf

of third-party entities.

ISSUE AND MANAGE BONDS

Within the first major program area, TPFA issues GO and
revenue bonds for designated state entities, shown in Figure
88, and administers the Master Lease Purchase Program,
which is used primarily to finance capital equipment such as
computers, telecommunications systems, software, vehicles,

and energy performance contracts.

TPFA issues GO bonds on behalf of certain state agencies.
GO debt requires a constitutional amendment, approval by
two-thirds of the Legislature, and approval by a majority of
voters in a statewide election. GO debt is backed by the full
faith and credit of the state, requiring that the first monies
coming into the state Treasury that are not otherwise
constitutionally dedicated are used to pay the debt service on
these obligations. The state operates several GO bond
programs, including bonds for general state government
construction projects on behalf of several state agencies, the
Texas Military Revolving Loan Fund for loans to defense
communities, and initiatives of the Cancer Prevention and
Research Institute of Texas. TPFA monitors all debt
obligations to ensure compliance with federal tax law and
bond covenants. The agency’s staff manages ongoing bond
proceeds and ensures timely payments of principal and
interest to the bond holders.

FIGURE 88

PUBLIC FINANCE AUTHORITY CLIENT AGENCIES BY TYPE OF FINANCING, 2020-21 BIENNIUM

GENERAL OBLIGATION BONDS

REVENUE BONDS

MASTER LEASE PURCHASE PROGRAM

Cancer Prevention and Research Institute of Texas
Facilities Commission
Historical Commission

Texas Military Preparedness Commission (Texas
Military Value Revolving Loan Fund)

Health and Human Services Commission
Department of State Health Services
Texas School for the Blind and Visually Impaired
Texas School for the Deaf

Texas Military Department

Department of Public Safety

Department of Criminal Justice

Juvenile Justice Department

Department of Agriculture

Texas Agricultural Finance Authority
Parks and Wildlife Department
Department of Transportation

SouRCE: Texas Public Finance Authority.

Facilities Commission
Historical Commission higher education
State Preservation Board

Health and Human Services
Commission

Department of State Health Services
Texas Military Department

Department of Criminal Justice

Parks and Wildlife Department

Texas Workforce Commission
Midwestern State University

Texas Southern University

Texas Windstorm Insurance Association

Department of Transportation

All state agencies and institutions of
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FIGURE 89

OUTSTANDING GENERAL OBLIGATION BOND DEBT AS OF AUGUST 31, 2019

(IN MILLIONS)
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State Preservation Board and Department of Agriculture General Obligation bonds debt service are less than $10,000 per biennium and

As 31, 2019,
supporting GO bonds totaled $2.3 billion, outstanding

of August outstanding  nonself-
self-supporting GO bonds totaled $22.9 million, and
outstanding GO commercial paper totaled $174.3
million. 89 the amount of debt
outstanding by agency. Appropriations for debt service
payment for GO bonds total $618.7 million for
the 2020-21 biennium, a decrease of $13.6 million,
or 2.7 percent, from the 2018-19 biennial estimated
and  budgeted 920 the

appropriations for debt service on GO bonds for the

shows

Figure

amounts. shows

Figure

2020-21 biennium by agency.

Due to favorable market conditions and conservative debt
service estimations, TPFA identified $35.1 million in
savings from GO bond debt service payments during the
2018-19 biennium. This amount was applied toward
supplemental appropriations provided by Senate Bill 500,
Eighty-sixth Legislature, 2019.

Unlike GO bonds, revenue bonds do not require
voter approval. TPFA issues revenue bonds to fund a
project on behalf of another state agency and leases
the project to the agency. Funds for debt service
payments on revenue bonds are appropriated to the
applicable agency as lease payments to TPFA. These
typically are made
Revenue Funds; however, debt service for revenue
bonds issued by TPFA for the Texas Department of
Transportation’s Austin Campus Consolidation project
be paid of the
Appropriations for debt service payments on revenue
onds total $142.8 million for the 2020-21 biennium, an
increase of $41.6 million, or 41.1 percent, from 2018-19

appropriations from  General

will out State

Highway Fund.

biennial spending levels, as shown in Figure 91.

As shown in Figure 92, outstanding revenue bond
ebt totaled $604.1 million as of August 31, 2019. Of
this amount, $341.8 million, or 56.5 percent, is
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:BIEGl\lIJERREAql.OOBLIGATION BOND DEBT SERVICE APPROPRIATIONS IN ALL FUNDS BY AGENCY, 2020-21 BIENNIUM
(IN MILLIONS)

BUDGETED/EXPENDED APPROPRIATED BIENNIAL PERCENTAGE
AGENCY 2018-19 2020-21 CHANGE CHANGE
Facilities Commission $40.6 $32.9 ($7.7) (19.0%)
Historical Commission $29.9 $26.3 ($3.5) (11.9%)
Cancer Prevention Institute of Texas $247.8 $301.7 $53.9 21.7%
Texas Military Preparedness Commission $4.3 $7.3 $3.0 70.2%
Health and Human Services Commission $54.9 $44.6 ($10.3) (18.7%)
Texas School for the Blind and Visually Impaired $20.2 $14.5 ($5.6) (27.9%)
Texas School for the Deaf $0.6 $0.6 $0.0 3.1%
Texas Military Department $4.9 $4.5 (50.4) (8.3%)
Department of Public Safety $40.6 $33.4 ($7.3) (17.8%)
Juvenile Justice Department $19.5 $14.0 ($5.5) (28.3%)
Department of Criminal Justice $112.7 $90.2 ($22.5) (20.0%)
Parks and Wildlife Department $33.4 $27.4 ($5.3) (18.0%)
Department of Transportation $26.6 $21.3 ($17.2) (19.7%)
Total $635.9 $618.7 ($13.6) (2.7%)
NoOTES:

(1) Totals may not sum due to rounding.

(2) State Preservation Board and Department of Agriculture General Obligation bonds debt service are less than $10,000 per biennia and are

not shown.
SouRCcE: Texas Public Finance Authority.

:Igll;':‘lEUZIBOND-RELATED DEBT SERVICE APPROPRIATIONS IN ALL FUNDS, 2020-21 BIENNIUM

(IN MILLIONS) BUDGETED/EXPENDED APPROPRIATED BIENNIAL PERCENTAGE
AGENCY 2018-19 2020-21 CHANGE CHANGE
Facilities Commission $42.7 $78.5 $35.8 84.0%
Historical Commission $1.4 $1.1 (%0.2) (18.0%)
State Preservation Board $9.3 $1.1 ($8.2) (88.5%)
Department of State Health Services $1.9 $0.0 ($1.9) (100%)
Higher Education Institutions $38.4 $35.1 ($3.3) (8.7%)
Texas Military Department $2.5 $2.5 $0.0 0.8%
Parks and Wildlife Department $5.1 $0.7 ($4.4) (86.0%)
Texas Department of Transportation 0.0 $23.8 $23.8 100%
Total $101.3 $142.8 $41.6 41.1%
NoTES:

(1)  Higher education institutions include Midwestern State University and Texas Southern University. Higher education expended amounts are
not verified by Texas Public Finance Authority because the institutions make their own debt service payments.

(2) Totals may not sum due to rounding.
SouRCcE: Texas Public Finance Authority.
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FIGURE 92

OUTSTANDING REVENUE BOND (NON-GENERAL OBLIGATION) DEBT, AS OF AUGUST 31, 2019

(IN MILLIONS) .
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(1) Data includes university bonds for Midwestern State University and Texas Southern University.

(2) Master Lease Purchase Program and conduit debt not included.

SouRCE: Texas Public Finance Authority.

outstanding debt primarily for university bonds (tuition
revenue bonds and nontuition revenue bonds) issued by
TPFA on behalf of certain higher education institutions,
which include Midwestern State University and Texas
Southern University.

The Master Lease Purchase Program (MLPP) is a lease
revenue-financing program initially authorized by the
Session, 1989,
primarily to finance equipment acquisitions for state

Seventy-first  Legislature,  Regular

agencies. The program  provides financing for

computers, telecommunications, and other capital
equipment on purchases of greater than $10,000,
and for equipment with a useful life of at least 3.0 years.
MLPP funded  with  tax-

exempt paper, a short-term,

acquisitions are
commercial variable-
rate financing instrument. The agency charges its
client agencies an administrative fee based on the
outstanding principal balance of each lease. As of August
30, 2019, approximately $33.4 million in debt was

outstanding for the MLPP.

Figure 93 shows the total amount of assets and type
of projects financed since the program’s inception in fiscal
year 1992.

CONDUIT DEBT

The second major program area is issuing debt that is not a
legal liability of the state on behalf of third-party entities.
The state is authorized by statute to issue conduit debt for
certain purposes, including charter schools, transportation,
single-family mortgages, multifamily dwellings, and
economic development. TPFA issues conduit debt for the
Texas Windstorm Insurance Association and for Texas
charter schools via the TPFA Charter School Finance
Corporation. Debt service for conduit debt typically is
provided by project revenue and is secured by a third party.
Although conduit revenue debt obligations bear the name of
the agency as the issuer, the agency is not liable financially for
the debt beyond the revenues provided by a lease or loan with
the third party on whose behalf they are issued.
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FIGURE 93
ASSETS FINANCED VIA MASTER LEASE PURCHASE PROGRAM, FISCAL YEARS 1992 TO 2019

(IN MILLIONS)
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SouRCE: Texas Public Finance Authority.
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OFFICE OF THE GOVERNOR

PURPOSE: As the chief executive officer of Texas, the Governor is

responsible for carrying out various constitutional and statutory

responsibilities, including serving as the commander in chief of

the state’s military forces, serving as the chief budget officer, and
appointing members of state boards and commissions.

ESTABLISHED: 1845

AUTHORIZING STATUTE: The Texas Constitution,
Article IV

GOVERNANCE: Statewide elected official

FIGURE 94
OFFICE OF THE GOVERNOR BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $31.4 $24.9 ($6.6) (20.9%) EQUIVALENT
General Revenue—Dedicated Funds $0.0 $0.0 $0.0 N/A POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A

2020 120.1
Other Funds $0.0 $0.0 $0.0 0.0%
Total, All Methods of Finance $31.5 $24.9 ($6.6) (20.9%) 2021 1201

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$24.9
Budget and Policy
$14.3
51.3%
Communications
$6.7
27.0%

Appointments
$2.4
9.6%

Mansion Maintenance
$1.5
6.1%

SOURCE: Legislative Budget Board.

Budget and Policy Division funding includes

$0.3 million related to the Texas Workforce
Commission Investment Council, which is
funded via Interagency Contract.

Funding for the Office of the First Lady is
$0.5 million, or 7.8 percent of the communications
program area.
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MAJOR FUNDING

Appropriations to fund the Office of the Governor for the
2020-21 biennium decreased by $6.6 million, or 20.9
percent from the 2018-19 biennium. The decrease is related
primarily to unexpended balances carried forward from the
2016-17 biennium into the 2018-19 biennium and
expended by the agency.

PROGRAMS

The agency carries out responsibilities through four major
program areas: (1) budget and policy; (2) communications;
(3) appointments; and (4) mansion maintenance.

BUDGET AND POLICY

The first major program area encompasses the Office of the
Governor’s Budget and Policy Division, which assists the
Governor in formulating and implementing state policy by
coordinating with state agencies, the Legislature, and
various constituents and stakeholder groups. The Budget
and Policy Division provides fiscal information and analysis
in support of the Governor’s statutory role as the state’s
chief budget officer. It advises the Governor on the state’s
fiscal condition, recommends fiscal policies to the Governor,
and prepares the Governor’s state biennial budget for
distribution to the Legislature. Other budget activities
include approving agency requests to enter into contracts
with consultants and reviewing agency budget submissions
and other submissions required by law. In conjunction with
the Legislative Budget Board, the Budget and Policy
Division coordinates the state agency strategic planning
process, issues budget instructions to state agencies, and
conducts hearings regarding agency budget requests.
Funding for the budget and policy program area is $14.3
million, or 57.3 percent of appropriations and 61.6 full-
time-equivalent positions for the 2020-21 biennium.

COMMUNICATIONS

Communications is the second major program area of the
Office of the Governor. The Communications Office
manages media relations for the Governor and the First Lady
by providing information to media. The program prepares
news releases and speeches for the Governor and handles
media calls and requests for interviews. It also receives calls
from individuals with concerns or issues about state
government through its information and referral hotline,
refers callers to appropriate agencies for assistance, and
reports constituents concerns to the Governor. In addition,
the program makes travel arrangements and prepares detailed

schedules for the Governor. Funding for the communications
programareais $6.7 million, or 25.0 percent of appropriations
for the 2020-21 biennium.

APPOINTMENTS

The third major program area in the Office of the Governor
helps the Governor recruit, screen, select, and prepare
individuals that are appointed to the state’s boards,
commissions, and advisory committees. When required, the
Appointments Office prepares appointees for confirmation
by the Texas Senate. This program also supports the processes
of filling vacancies in statewide elected and judicial district
offices. During a four-year term, the Governor makes
approximately 300 appointments. Funding for the
appointments program area is $2.4 million, or 9.6 percent of

appropriations for the 2020-21 biennium.

MANSION MAINTENANCE

Mansion maintenance is the fourth major program area of
the Office of the Governor. The Governor’s mansion has
served as the official residence of Texas governors and their
families since 1856. The mansion staff provides for the
standard operations of the mansion. The mansion staff also
plans, coordinates, and executes special events. Funding for
the mansion maintenance program area is $1.5 million, or
6.1 percent of appropriations for the 2020-21 biennium.
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TRUSTEED PROGRAMS WITHIN THE OFFICE OF THE GOVERNOR

PURPOSE: The Trusteed Programs within the Office of the Governor are
statewide programs that the chief executive’s office directly oversees.
Programs include the Disaster Assistance Grants for state agencies and
local governments, the Film and Music Marketing Program, the
Criminal Justice Division, the Economic Development and Tourism
Division, the Texas Military Preparedness Commission, the Homeland
Security Division, the Committee on People with Disabilities, the
Commission for Women, and the Office of State—Federal Relations.

ESTABLISHED: 1845

AUTHORIZING STATUTE: The Texas Constitution,
Article IV

GOVERNANCE: Governor, statewide elected official

FIGURE 95
TRUSTEED PROGRAMS WITHIN THE OFFICE OF THE GOVERNOR BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-
General Revenue Funds $300.0 $438.0 $138.0 46.0% EQUIVALENT
General Revenue—Dedicated Funds $383.7 $194.1 ($189.6) (49.4%) POSITIONS
Federal Funds $618.1 $664.0 $45.9 7.4%
2020 191.3
Other Funds $277.8 $63.4 ($214.4) (77.2%)
Total, All Methods of Finance $1,579.6 $1,359.5 ($220.1) (13.9%) 2021 1913

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$1,359.5

Criminal Justice Programs
$590.9
43.5%

Economic
Development
$534.2
39.3%

Homeland Security
$229.0
16.8%

Outreach Programs
$4. °
0.3%
Emergency and Disaster
$1.5 °
0.1%

SOURCE: Legislative Budget Board.

Funding for disaster assistance grants totals
$100.0 million in Other Funds from the
Economic Stabilization Fund appropriated
as supplemental funding for fiscal year 2019.

Economic development funding includes
$74.0 million in new General Revenue Funds
and $76.0 million in previously unexpended
General Revenue-Dedicated Funds for the
Texas Enterprise Fund.

Funding for the Governor’s University Research
Initiative includes $17.1 million in General
Revenue Funds and $22.9 million in previously
unexpended General Revenue—-Dedicated Funds.

Funding for the Texas Military Preparedness
Commission includes $30.0 million for grants
to defense communities in Texas.
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MAJOR FUNDING

Funding for the Trusteed Programs within the Office of
the Governor for the 2020-21 biennium decreased by
$220.1 million, or 13.9 percent from the 2018-19
biennium. This decrease is due primarily to the
2018-19
carried forward from the

expenditure  during  the biennium  of
unexpended  balances
2016-17 biennium and disaster grant funding of
$100.0 million provided as supplemental funding for

fiscal year 2019.

PROGRAMS
The agency carries out its responsibilities through five
major program areas: (1) economic development;

(3) border security;
(4) emergency, deficiency, and disaster grants; and
gency; Y; g

(2) criminal justice activities;
(5) other outreach programs.

ECONOMIC DEVELOPMENT

Funding for economic development and jobs generation is
represented in the agency’s bill pattern in Strategy C.1.1
Create Jobs and Promote Texas, which combines the
funding associated with the previous strategies for Economic
Development, Tourism, Military Preparedness, the Texas
Enterprise Fund, the University Research Initiative, and
Film and Music Marketing. Funding for various economic
development programs totals $534.2 million in All Funds
for the 2020-21 biennium.

The first major program area includes the Economic
Development and Tourism Division, which is tasked to
help the state continue to be the nation’s economic leader
by attracting businesses, jobs, innovation, opportunities,
and events to Texas. Appropriations for the Economic
Development and Tourism Division for the 2020-21
biennium total $312.7 million in All Funds.

The Texas Tourism program markets Texas as a travel and

tourist destination in out-of-state domestic and
international markets. The program promotes the state as a
premier travel, meetings, and convention destination,
utilizing advertising in digital media, national cable
television, consumer and trade publications, radio, and the
TravelTex.com website. In addition, the program analyzes
trends in domestic and international travel and the
effectiveness of travel literature, the influence of Texas
advertising, and consumers’ images of Texas. Appropriations
for the Texas Tourism program for the 2020-21 biennium

total $111.6 million in All Funds.

Established in fiscal year 2003, the Texas Military
Preparedness Commission (TMPC) consists of 13 members
appointed by the Governor. The core mission of TMPC is to
preserve, protect, expand, and attract new military missions,
assets, and installations in the state. Additionally, TMPC
encourages defense-related businesses to expand or relocate
to Texas. TMPC administers the Defense Economic
Adjustment Assistance Grant Program (DEAAG) and the
Military Value Revolving Loan Program (Revolving Loan
Fund). The DEAAG program is appropriated $30.0 million
for the 2020-21 biennium for grants to assist defense
communities affected or potentially affected by U.S.
Department of Defense plans or decisions. The Revolving
Loan Fund is appropriated $50.0 million in Other Funds
from General Obligation Bond Proceeds for the 2020-21
biennium to provide infrastructure improvement loans to

military communities.

The Texas Enterprise Fund (TEF) was established by
legislation passed by the Seventy-cighth Legislature, Regular
Session, 2003. The fund, which is administered statutorily by
the Governor, promotes economic, infrastructure, and
community development; job training programs; and
business incentives. Since the beginning of fiscal year 2004,
approximately $643.4 million in TEF grants have been
awarded to 171 entities. Appropriations for TEF for the
2020-21 biennium include $74.0 million in General
Revenue Funds and $76.0 million in previously unexpended
General Revenue-Dedicated Funds.

The Eighty-fourth Legislature, 2015, established the
Governor’s University Research Initiative (GURI) to help
Texas universities recruit top-tier faculty, including Nobel
Laureates and members of National Academies or other
honorific societies. Priority of awards is given to applications
from academic institutions that involve the recruitment of
distinguished researchers in the fields of science, technology,
engineering, mathematics, and medicine. GURI is a
matching grant program, and grants are given to Texas
institutions of higher education on an ongoing basis.
Appropriations for GURI for the 2020-21 biennium
include $17.1 million in General Revenue Funds and $22.9
million in previously unexpended General Revenue—
Dedicated Funds.

The Texas Film Commission (TFC) provides information

regarding  filming locations; the state’s industry
infrastructure such as crews, talent, and vendors; and state
laws and sales tax exemptions for filmmakers seeking to

produce movies or television shows in the state. TFC also
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manages the Moving Image Industry Incentive Program,
which offers grants to production companies that help
generate jobs by producing films, television programs,
videogames, instructional and educational videos, or
commercials in Texas. Appropriations for the 2020-21
biennium include $50.0 million in General Revenue Funds
for the Moving Image Industry Incentive Program. TFC
works statewide with local communities to realize and
promote regional assets for filmmaking activity through the
Film Friendly Texas certification program. Beginning in
fiscal year 2016, TFC has helped local communities realize
continued economic benefit after films are produced in
their regions through the Texas Film Tourism program.

The Texas Music Office (TMO) helps promote the state’s
music industry by providing referrals to Texas music
businesses, performers, and events to attract new business to
the state and to foster the economic development of in-state
music businesses and musicians. The office publishes the
annual Texas Music Industry Directory online, which
contains more than 15,000 Texas music businesses cross-
referenced by multiple music categories. TMO also maintains
the Texas Music International Tip Sheet, a referral network
consisting of international music businesses interested in
Texas music and music businesses. TMO administers a
specialty license plate grant program and uses the grant
program’s proceeds to provide musical instruments and
music lessons to students in low-income schools.
Appropriations for TFC and TMO for the 2020-21
biennium total $50.0 million in All Funds.

CRIMINAL JUSTICE

The Trusteed Programs’ second major program area is
criminal justice, which encompasses most of the programs
administered by the Criminal Justice Division (CJD). The
mission of the CJD is to establish and support programs
that increase public safety, decrease crime, provide services
to victims, and promote accountability, efficiency, and
effectiveness within the state’s criminal justice system.
Eligible applicants for CJD grant funds include state
agencies, regional councils of governments, cities, counties,
independent school districts, institutions of higher
education, and nonprofit organizations that are related to
criminal justice. CJD serves as the State Administering
Agency for various formula grants from the federal
government. CJD grants are used to fund efforts to enhance
public safety by prosecuting criminal offenders, decrease
domestic violence, prevent sexual assault and human
trafficking, decrease gang activity, increase services for
victims of crime, decrease drug and juvenile crime, support
border security efforts, support safe schools, assist victims,
and increase the safety and effectiveness of law enforcement
personnel. Criminal justice grants are monitored and
evaluated by CJD and the Office of the Governor’s
compliance staff. Figure 96 shows the top five state and
federal grant and program funding amounts estimated to
be available for the 2020-21 biennium, and a brief
summary of eligible uses for each funding source.
Appropriations for criminal justice activities, including
grants and division operations, for the 2020-21 biennium

FIGURE 96

OFFICE OF THE GOVERNOR, CRIMINAL JUSTICE DIVISION, TOP FIVE FUNDING PROGRAMS AND GRANTS

2020-21 BIENNIUM

ESTIMATED FUNDING

PROGRAM OR FUND (IN MILLIONS)
Victims of Crime Act Formula Grant Program $420.0
Federal Funds. Eligible Uses: Provide services and assistance directly to victims of crime.

State Criminal Justice Planning Fund $38.5
General Revenue Funds and General Revenue—Dedicated Funds. Eligible Uses: Support programs intended to

decrease crime and improve the criminal or juvenile justice systems.

Edward Byrne Justice Assistance Grants $26.2
Federal Funds. Eligible Uses: Programs that prevent and control crime and make improvements to the criminal

justice system.

Violence Against Women Act Fund $22.0
Federal Funds. Eligible Uses: Develop and strengthen effective criminal justice strategies and victim services

programs to combat violent crimes against women.

Drug Courts $18.6

General Revenue—-Dedicated Funds. Eligible Uses: Provides grant funding to court-supervised substance
abuse treatment as an alternative to traditional criminal sanctions, including incarceration.

SOURCE: Legislative Budget Board.
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total $602.8 million in All Funds, including $123.9 million
in General Revenue Funds and General Revenue—Dedicated
Funds and $479.0 million in Federal Funds.

BORDER SECURITY

The Eighty-sixth Legislature, 2019, appropriated funds to
the Trusteed Programs within the Office of the Governor for
border security activities, the third major program area.
Appropriations totaling $29.3 million in General Revenue
Funds and $10.0 million in General Revenue—Dedicated
Funds will be used for border security operations in
coordination with CJD for enhanced patrol and prosecution
efforts, installation and maintenance of border cameras, local
law enforcement technology infrastructure upgrades, and
border zone fire departments. In addition, $14.2 million in
General Revenue Funds is appropriated for antigang
programs and reported as a part of the border security efforts.
Total funding for the border security program area for the
2020-21 biennium is $53.5 million in All Funds.

EMERGENCY AND DISASTER FUNDS

The fourth major program area is emergency, deficiency, and
disaster funding. The Texas Government Code, Section
403.075, authorizes the Governor to fund and solve certain
fiscal problems of the state without calling a special legislative
session or using budget execution. The emergency deficiency
grants program provides assistance to state agencies with
insufficient funds to operate or to meet the needs of
unforeseen circumstances. The Governor also may provide
disaster assistance grants to local and state governments to
respond to unforeseen disasters. According to the Texas
Government Code, Chapter 418, disaster funds are available
only after funds to state and local agencies for disasters are
depleted. The Governor has the authority to consider
approval of disaster assistance grants for agencies that have
insufficient funds to operate or meet unanticipated situations.
Examples of disaster funding provided to state and local
entities include grants to fight and assist with recovery related
to severe floods, wildfires, hurricane recovery efforts along
the Gulf Coast, evacuation assistance for individuals that are
forced out of dangerous or unsafe areas, and rebuilding of
infrastructure such as roads and public buildings after a
2019,
appropriated $3.0 million in General Revenue Funds for

disaster event. The Eighty-sixth Legislature,
Emergency and Deficiency Grants and $100.0 million in
Other Funds from the Economic Stabilization Fund for
Disaster Assistance Grants, which was included in

supplemental appropriations for fiscal year 2019.

OUTREACH PROGRAMS

The Trusteed Programs’ fifth major area, outreach, contains
three programs: the Office of State—Federal Relations, the
Governor’s Committee on People with Disabilities, and the

Governor’s Commission for Women.

The Office of State—Federal Relations (OSFR) acts as primary
liaison to the federal government for the Governor, the
Legislature, and state agencies. The mission of OSFR is to
advance state policy by promoting communications and
building relationships between the state and federal
governments. Appropriations for OSFR for the 2020-21
biennium total $2.0 million in All Funds.

The Governor’s Committee on People with Disabilities
(GCPD) was established by the Seventy-second Legislature,
Regular Session, 1991, and is guided by statutory mandates
in the Texas Human Resources Code, Chapter 115. GCPD
makes recommendations to the Governor and the Legislature
regarding disability issues; promotes compliance with
disability-related laws; promotes a network of local
committees doing similar work; recognizes employers for
hiring and retaining employees with disabilities; and
recognizes media professionals and students for positively
depicting Texans with disabilities. GCPD also serves as the
state’s liaison agency with the federal President’s Committee
on Employment of Persons with Disabilities and other
entities involved in activities or concerns affecting people
with disabilities. Appropriations for GCPD for the 2020-21
biennium total $1.5 million in General Revenue Funds.

The Governor’s Commission for Women (GCW) promotes
and advances the status of women through its research and
advocacy activities, education initiatives, referral services,
recognition of outstanding Texas women, and professional
training for state employees. Among GCW’s primary
missions during the 2020-21 biennium is to help make
Texas the national leader in women-owned businesses; to
help women veterans of the armed services transition into
the Texas workforce; and to encourage young women to
study science, technology, engineering, and mathematics.
Women has 11
commissioners, who are appointed by the Governor to serve

The Governors Commission for

two-year terms. Appropriations for GCW for the 2020-21
biennium total $0.5 million in General Revenue Funds.

SIGNIFICANT LEGISLATION

House Bill 1590 — Sexual Assault Survivors’ Task Force.
The legislation establishes the Sexual Assault Survivors’ Task

LEGISLATIVE BUDGET BOARD STAFF — ID: 5944

FISCAL SIZE-UP 2020-21 BIENNIUM — MAY 2020 127



GENERAL GOVERNMENT

Force within the Office of the Governor, Criminal Justice
Division. The task force is to advise the Office of the Attorney
General on rules governing the collection and preservation of
evidence in sexual assault cases, advise the Texas Commission
on Law Enforcement on resources to improve officer training
in the investigation and documentation of sexual assault
cases, biennially contract for a survey of resources provided
to survivors, and develop best practice standards for the

provision of resources to survivors.

Senate Bill 340 — Opioid Antagonist Grant Program. The
legislation establishes a grant program within the Office of
the Governor, Criminal Justice Division, to provide assistance
to law enforcement agencies that seek to provide opioid
antagonists to certain personnel that are likely to come into
contact with opioids or to encounter individuals suffering

from an apparent opioid-related overdose.
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HISTORICAL COMMISSION

PURPOSE: To protect and preserve the state’s historic and prehistoric
resources for the use, education, economic benefit, and enjoyment ESTABLISHED: 1953

of present and future generations.
AUTHORIZING STATUTE: The Texas Government Code,

Chapter 442

GOVERNANCE: Commission—nine members
appointed by the Governor, with the advice and
consent of the Senate

FIGURE 97
HISTORICAL COMMISSION BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $37.6 $59.5 $21.9 58.4% EQUIVALENT
General Revenue—Dedicated Funds $0.5 $1.1 $0.6 121.8% POSITIONS
Federal Funds $5.2 $2.2 ($3.0) (56.9%)

2020 283.2
Other Funds $60.1 $1.5 ($58.7) (97.6%)
Total, All Methods of Finance $103.4 $64.3 ($39.1) (37.8%) 2021 284.5

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS) SIGNIFICANT DEVELOPMENTS

Supplemental appropriations for fiscal year 2019

time-equivalent (FTE) positions for the transfer

of six historic sites from the Parks and Wildlife
Department to the Historical Commission and provide
the revised statutory 7.0 percent allocation ($23.9
million) of Sporting Goods Sales Tax revenue for
historic sites, pursuant to House Bill 1422, Eighty-
sixth Legislature, 2019.

Historic Information
$14.5
22.6%

TOTAL=$64.3 provide $32.0 million from the Economic Stabilization
Fund for the courthouse grant program and capital
Historic Sites projects primarily affecting historic sites in Senate Bill
$37.1 500, Eighty-sixth Legislature, 2019.
57.6%
Appropriations include $4.0 million and 42.3 full-

Archeological Heritage
$4.4
6.9%

Appropriations provide a total of $8.7 million for the
Star of the Republic Museum, transferred from
Blinn College District pursuant to Senate Bill 2309,
Courthouse Preservation Eighty-sixth Legislature, 2019.

$0.9

Administration
$7.4
11.5%

1.3%

Funding includes $2.9 million to provide funding
for operations and 16.0 FTE positions for various
programs, including historic sites, federal and
state-mandated reviews, and administration.

SOURCE: Legislative Budget Board.
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MAJOR FUNDING

Funding for the Texas Historical Commission (THC)
includes a decrease of $39.1 million. This decrease is primarily
a result of decreases in onetime funding of $56.2 million in
Other Funds from the Economic Stabilization Fund that was
Eighty-fifth  Legislature,
Appropriations Act, 2018-19 Biennium, and in the fiscal
year 2019 supplemental bill, Senate Bill 500, Eighty-sixth
Legislature, 2019. Funding from the Economic Stabilization

General

provided in the

Fund was primarily for capital projects for historic sites and
for the Courthouse Preservation grant program.

In addition, the agency received funding increases for various
programs and projects. Among the largest funding items are
increases related to the transfer of six historic sites from the
Parks and Wildlife Department (TPWD), pursuant to
House Bill 1422, Eighty-sixth Legislature, 2019, and transfer
of the Star of the Republic Museum from Blinn College
District, pursuant to Senate Bill 2309, Eighty-sixth
Legislature, 2019. Funding for the transfer of historic sites
provides $4.0 million transferred from TPWD to THC,
including $3.4 million in General Revenue Funds from
Sporting Goods Sales Tax (SGST) revenue and $0.6 million
from additional fees from the transferred sites, and 42.3 full-
time-equivalent (FTE) positions. House Bill 1422 also
increased the maximum allocation of SGST to the Historical
Commission from 6.0 percent to 7.0 percent. Along with an
additional $2.5 million from SGST revenue provided for all
historic sites, total funding from SGST of $23.9 million
represents the agency’s maximum 7.0 percent allocation of

the revenue.

Funding transferred from Blinn College District to THC for
the Star of the Republic Museum includes $0.7 million in
General Revenue Funds and increases of 2.7 FTE positions for
fiscal year 2020 and 4.0 positions for fiscal year 2021. THC
additionally was appropriated $8.0 million for the museum.

PROGRAMS

The agency carries out its responsibilities through five major
program areas: (1) overseeing the agency’s 28 historic
attractions throughout the state and the Star of the Republic
Museum; (2) providing grants and technical assistance
through the Texas Historic Courthouse Preservation
program; (3) promoting and providing outreach and
assistance for the historic and cultural resources of Texas; (4)
identifying, protecting, and preserving Texas’ archaeological
heritage; and (5) performing administrative duties in support
of all agency functions.

HISTORIC SITES

THC maintains and operates 28 historic sites throughout
the state, as shown in Figure 98. Most sites were transferred
from TPWD, including the National Museum of the Pacific
War during fiscal year 2005 and 18 sites during fiscal year
2008, which include forts, battlegrounds, homes, plantations,
and other historically significant sites. Since then, the agency
received responsibility for the Mission Dolores Historic Site
from the City of San Augustine during fiscal year 2016 and
received management of the French Legation site in Austin
from the Texas Facilities Commission during fiscal year
2017. House Bill 1422, Eighty-sixth Legislature, 2019,
transfers an additional six sites from TPWD during fiscal
year 2019, including Fanthorp Inn, Lipantitlan, Monument
Hill and Kreische Brewery, Port Isabel Lighthouse, San
Jacinto Battleground, and Washington-on-the-Brazos. The
Star of the Republic Museum, which preserves history from
Texas’ republic period (1836-1846), is transferred from
Blinn College District to THC pursuant to Senate Bill 2309,
Eighty-sixth Legislature, 2019. Appropriations for the
historic sites program area total $37.1 million in All Funds.

COURTHOUSE PRESERVATION

After the National Trust for Historic Preservation added
Texas courthouses to its list of America’s 11 Most Endangered
Historic Places during calendar year 1998, the Historic
Courthouse Preservation Program was established during
fiscal year 1999. Through this program, THC provides
matching grants of up to $6.0 million to eligible entities,
including counties and cities, for the preservation of their
courthouses. Since the program was initiated, $291.5 million
has been awarded to assist with the restoration and
preservation of 113 courthouses, including 73 full
restorations, of which 70 are complete and shown in Figure
99. THC anticipates awarding approximately six to 12
Courthouse Preservation grants during the 2020-21
biennium, shown in Figure 100, with funding received
through the fiscal year 2019 supplemental funding from
Senate Bill 500, Eighty-sixth Legislature, 2019. Funding for
the program for the 2020-21 biennium totals $0.9 million.

HISTORIC INFORMATION

Acting in partnership with communities and regions
throughout Texas, the agency works to stimulate tourism and
economic development. Through the Main Street Program,
THC helps Texas cities revitalize their historic downtowns and
commercial districts. Each year, the Main Street Interagency
Council, composed of staff from the THC, Legislative Budget
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FIGURE 98
TEXAS HISTORICAL COMMISSION HISTORIC SITES, 2020-21 BIENNIUM

1 Acton State Historic Site, Acton, Hood County 15 Levi Jordan, Brazoria County

2 Caddo Mounds, Alton, Cherokee County 16  Magoffin Home, El Paso, El Paso County

3 Casa Navarro, San Antonio, Bexar County 17 Mission Dolores, San Augustine, San Augustine County

4 Confederate Reunion Grounds, Mexia, Limestone County 18 Monument Hill and Kreische Brewery, La Grange, Fayette
County

5 Eisenhower Birthplace, Denison, Grayson County 19 National Museum of the Pacific War, Fredericksburg,
Gillespie County

6 Fannin Battleground, Goliad, Goliad County 20 Port Isabel Lighthouse, Port Isabel, Cameron County

7 Fanthorp Inn, Anderson, Grimes County 21 Sabine Pass Battleground, Sabine Pass, Jefferson County

8 Fort Griffin, Albany, Shackelford County 22 Sam Bell Maxey House, Paris, Lamar County

9 Fort Lancaster, Sheffield, Pecos County 23 Sam Rayburn House Museum, Bonham, Fannin County

10 Fort McKavett, Fort McKavett, Menard County 24 San Felipe de Austin State Historic Site, San Felipe, Austin
County

11 French Legation, Austin, Travis County 25 San Jacinto Battleground, La Porte, Harris County

12 Fulton Mansion, Fulton, Aransas County 26 Starr Family Home, Marshall, Harrison County

13 Landmark Inn, Castroville, Medina County 27 Varner-Hogg Plantation, West Columbia, Brazoria County

14  Lipantitlan, Sandia, Nueces County 28 Washington-on-the-Brazos, Washington, Washington County

SouURCE: Texas Historical Commission.
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FIGURE 99

COURTHOUSE PRESERVATION GRANT AWARDS, FISCAL YEARS 2000 TO 2019

(IN MILLIONS)

$56.9

TOTAL=$291.5

$21.8 $209 $203 $202

N s

Round | Round 1 Round 111 Round IV Round V Round VI Round VII Round VIII Round IX Round X

(May 2000) (Oct. 2000) (Jan. 2002) (May 2004) (Jan. 2008) (Jan. 2010) (Jan. 2012) (Apr. 2014) (July 2016)  (2018/2019)
SOURCE: Texas Historical Commission.
FIGURE 100
HISTORIC PRESERVATION GRANTS, FISCAL YEARS 2016 TO 2021
GRANT OR PROGRAM 2016 2017 2018 2019 2020 2021
Texas Preservation Trust Fund Grants
Total Amount $0 $530,000 $227,384 $264,394 $854,403 $248,625
Grants Awarded 0 23 12 10 10-15 10-15
Certified Local Government Grants
Total Amount $144,931 $160,250 $161,012 $148,120 $150,000 $150,000
Grants Awarded 27 10 19 18 10 10
Texas Historic Courthouse Preservation Program
Total Amount (in millions) $20.10 $1.10 $18.98 $1.19 $25.00 $0.00
Grants Awarded 8 6 13 25 6-12 0
Heritage Tourism Grants
Total Amount $344,750 $325,000 $690,000 $690,000 $815,000 $815,000
Grants Awarded 10 10 10 10 10 10

NoTE: Fiscal years 2020 and 2021 are budgeted amounts.
SOuURCE: Texas Historical Commission.

Board, Texas Department of Agriculture’s Office of Rural
Affairs, and Office of the Governor, may recommend up to
five cities to receive services that include onsite evaluations by
architects and other experts in historic preservation, marketing
programs for heritage tourism, and training for Main Street
managers and board members. Across Texas, 90 cities are
participating in the Main Street program.

Through its Heritage Tourism program, the agency works
with communities to identify historic resources and develop
heritage corridors that stimulate tourism within an area of

the state. Although originally developed to stimulate tourism
around 10 scenic driving trails developed by the Office of the
Governor and the Texas Department of Transportation, the
agency expanded the Heritage Trails program to include
other communities. The agency provides networking,
statewide heritage travel promotion, and professional support
training to the 10 heritage regions. THC also financially
supports regional volunteer heritage tourism boards.

THC assists local communities in historic preservation b
p Y
providing leadership and training to county historical
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commissions, heritage organizations, and museums in Texas’
254 counties. Through the state’s historical marker program,
the agency reviews requests for three types of markers: (1)
Recorded Texas Historic Landmarks; (2) educational subject
markers; and (3) Historic Texas Cemetery markers. In
coordination with the National Park Service, THC also reviews
nominations for the National Register of Historic Places.

In addition, the agency offers financial assistance for
preservation activities through several grant programs. In
accordance with the Certified Local Government Program,
at least 10.0 percent of Federal Historic Preservation Funds
that the agency receives must be used for matching grants to
communities for the development of preservation programs
and planning. Another matching-grant program, the
Preservation Trust Fund Grant Program, provides for the
historic preservation of architecture and archeological
properties from the General Revenue—Dedicated Account
No. 664, Texas Preservation Trust Fund.

Figure 100 shows the number of grantees and amounts
awarded for each of THC’ historic preservation grant
programs. Appropriations for the historic information
program area total $14.5 million.

ARCHEOLOGICAL HERITAGE

The agency’s Archeology Division performs review and
advisory activities to identify, protect, and preserve Texas’
archeological heritage. In accordance with the National
Historic Preservation Act of 1966 and the Antiquities Code
of Texas (the Texas Natural Resource Code, Title 9, Chapter
191), the division reviews public construction projects that
may affect an archeological site. The Archeology Division
also is responsible for designating State Antiquities
Landmarks, formerly known as State Archeological
Landmarks. THC archeologists provide assistance, primarily
to private landowners, in identifying, recording, and
preserving archeological sites throughout Texas. Agency
archeologists also administer the Texas Archeological
Stewardship Network, in which volunteer vocational
archeologists assist in the preservation of archeological sites
and artifacts. The Archeology Division also coordinates the
annual observance of Texas Archeology Month.

THC is charged, pursuant to the Antiquities Code of Texas,
with ensuring the proper care and management of
archeological collections within the state’s public domain;
these collections are referred to as state held-in-trust
collections. Due to the vastness of such collections, the

agency transfers stewardship of them to various curatorial

in Texas. The

Certification Program ensures that these facilities meet

facilities agency’s Curatorial Facility
standards related to the care and management of state artifact
collections, facilitates the housing of these artifacts in
museums and repositories across the state, and maintains an

inventory of the held-in-trust collections.

THC maintains the Texas Historic Sites Atlas website, which
includes more than 300,000 historic and archeological site
records documenting Texas history. Included in the website’s
database is detailed information about Official Texas
Historical Markers, the National Register of Historic Places,
historic courthouses, museums, and cemeteries. The website
was established to provide state and federal land-use planners
with information regarding the location and condition of
Texas’ cultural resources. It also provides the public and
qualified users with detailed textual descriptions, historic
photographs, and interactive maps of historic sites in Texas.
Appropriations for the archeological heritage program area
total $4.4 million.

ADMINISTRATION
The agency administration program area supports the overall
of THC

Appropriations for the administration program area total

$7.4 million.

efficiency and effectiveness

operations.

SIGNIFICANT LEGISLATION

House Bill 1422 — Continuation of THC and Transfer of
Historic Sites. The legislation continues THC for 12 years,
through August 31, 2031, and transfers six historic sites from
TPWD to THC: Fanthorp Inn, Lipantitlan, Monument Hill
and Kreische Brewery, Port Isabel Lighthouse, San Jacinto
Battleground, and Washington-on-the-Brazos. Related to
the transfer of sites, the legislation amends the maximum
SGST allocations to the TPWD and THC from 94.0 percent
and 6.0 percent, respectively, to 93.0 percentand 7.0 percent.
The legislation also authorize agencies, including THC, with
curatorial collections and an officially adopted deaccession
policy to sell deaccessioned items through the State Surplus
Property program administered by the Texas Facilities
Commission. Proceeds from the sale of deaccessioned items
are to be deposited to the new General Revenue—Dedicated
Account No. 5179, Historic Property Proceeds Fund, and
are authorized to be appropriated to affected agencies for the
care and preservation of qualifying curatorial collections.

Senate Bill 2309 — Transfer of Jurisdiction Over and
Management of the Star of the Republic Museum. The
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legislation transfers the preservation, maintenance, and
operation of the Star of the Republic Museum from Blinn
College to THC, beginning January 1, 2020. The legislation
specifies that Blinn College District maintains ownership of
the museum, the land on which the museum is located, and
the artifacts in the museum.

Senate Joint Resolution 24 and Senate Bill 26 —
Appropriation of Net Revenue from SGST and
Establishment of Historic Sites Account. Senate Joint
Resolution 24 proposed a constitutional amendment, which
was approved by voters in November 2019, that automatically
appropriates to TPWD and THC the SGST revenue as
provided by general law. The resolution authorizes the
Legislature to decrease the amount appropriated to TPWD
and THC by no more than 50.0 percent with a two-thirds
vote of each chamber during the fiscal year in which the
resolution is adopted or in either of the following two fiscal
years. The resolution also provides that SGST revenue
appropriated to the two agencies may not be considered
available for certification by the Comptroller of Public
Accounts. Senate Bill 26 establishes the General Revenue—
Dedicated Account No. 5139, Historic Sites Fund, which
wil consist of allocations of proceeds from SGST, transfers to
the account, interest, fees, and other revenue from operation
of historic sites, grants, and donations. Senate Bill 26 became
effective after voters approved the constitutional amendment
proposed by Senate Joint Resolution 24.
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DEPARTMENT OF INFORMATION RESOURCES

PURPOSE: To provide information technology (IT) services to state

and local government entities, including consolidated data centers,

telecommunication services, IT security services, statewide IT

procurement, the statewide Texas.gov web portal, and technology

ESTABLISHED: 1989

AUTHORIZING STATUTE: The Texas Government Code,
§2054.004

planning and policy. GOVERNANCE: Board of Directors—seven voting
members appointed by the Governor with the
advice and consent of the Senate and three ex
officio nonvoting members specified in the Texas
Government Code, §2054.021(c)
FIGURE 101
DEPARTMENT OF INFORMATION RESOURCES BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-
General Revenue Funds $3.2 $11.2 $8.0 248.8% EQUIVALENT
General Revenue—Dedicated Funds $0.0 $0.0 $0.0 N/A POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A
2020 208.0
Other Funds $722.9 $854.8 $131.9 18.2%
Total, All Methods of Finance $726.1 $865.9 $139.9 19.3% 2021 208.0

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$865.9

Data Center
Services
$560.0
64.7%

Telecommunications
$165.0
19.1%

Texas.gov
$85.4

9.9%

IT Security Services
$29.2
3.4%

Other Program Areas
$26.3
3.0%

SOURCE: Legislative Budget Board.

Data Center Services appropriations increased by
$71.5 million for the estimated growth in usage of
services by customer agencies and other entities.

Telecommunications program funding is increased
by $7.0 million, primarily due to estimated increases
in customer usage of data and voice services and
maintenance of the legacy Capitol Complex Telephone
System as agencies transition to a voice over Internet
protocol platform.

Appropriations for the Texas.gov state web portal
include an increase of $49.4 million, for application
enhancements and to provide for a full biennium of
funding, whereas only one year of costs was included
for the 2018—19 biennium.

Cybersecurity funding is increased by $8.0 million
in General Revenue Funds to provide additional
security services, including multifactor authentication,
secure coding training for developers, and security
ratings of state agency websites.
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MAJOR FUNDING

Appropriations to the Department of Information Resources
(DIR) primarily provide payments to service providers of
telecommunications and data center services for costs of
services for which the agency directly bills customers (i.e.,
state agencies, institutions of higher education, and local
entities) and to service providers for operation of the Texas.
gov state web portal. Appropriations include $787.8 million
in All Funds for cost of services for the following programs:

+ Capitol Complex Telephone System (CCTS) -
Funding provides $11.0 million, which represents
an increase of $0.9 million due to maintenance of
the existing private branch exchange phone system
as agencies transition to a voice over Internet

protocol platform;

o+ Texas Agency Network (TEX-AN) — Funding
provides $142.3 million, which represents an increase
of $6.2 million primarily related to increase in
consumption of data and voice services;

+ Data Center Services (DCS) — Funding provides
$551.5 million, which represents an increase of
$71.5 million based on anticipated increased usage
of services by customer agencies. Costs represent
amounts to maintain service levels and projects
initiated during the 2018-19 biennium, including
certain agencies shifting procurement of Microsoft
licensing costs from outside of the DCS program to

the DCS program; and

+ Texas.gov—Funding provides $83.0 million, including
an increase of $49.4 million, in estimated payments
to service providers for application development,
application maintenance, and customer support for
the web portal for a full biennium; one year of costs
was included in 2018-19 biennial funding.

Funding also provides $11.2 million, an increase of $8.0
million, in General Revenue Funds to provide cybersecurity
services for agencies and institutions of higher education.
Services added with the increased funding include multifactor
high-risk

technology (IT) systems, secure coding training for state

authentication for the state’s information
agency developers, and security ratings of state agencies’

public websites.

DIR is funded primarily through fees generated through the
telecommunications, Cooperative Contracts, DCS, and
Texas.gov programs. The agency receives telecommunications

and DCS revenues generated primarily from an administrative
fee that DIR levies on services or goods that contracted
vendors provide. For certain telecommunications services
that DIR provides directly, the fee is included in service
pricings. Texas.gov revenues are generated primarily through
convenience or transaction fees for services offered through
the portal. The fees recover DIR’s operational costs to oversee
the four related programs and costs for statewide policy
functions, IT security initiatives, and DIR’s indirect
administrative costs. Figure 102 shows fees charged to
customers of DIR’s programs.

PROGRAMS

DIR carries out its responsibilities through five major

program  areas: (1) data center services; (2)

telecommunications;  (3) information

Texas.gov;  (4)

technology security services; and (5) other program areas.

DATA CENTER SERVICES

DIR’s consolidated DCS program provides IT services to
multiple state agencies on a cost-sharing basis. With the goal of
upgrading technology, increasing security, and leveraging
economies of scale, the Seventy-ninth Legislature, Regular
Session, 2005, authorized a program to merge the data centers
of 27 state agencies into two consolidated data centers in
Austin and San Angelo. Consolidated data center services
primarily include mainframe, server, and bulk print and mail
operations; standardization of security and disaster recovery
plans and annual testing; and replacement of older technology,
including a hardware and software refresh schedule.

Data center services are provided in accordance with three
primary service provider contracts, which include contracts
with: (1) Capgemini as the oversight and services integration
vendor that coordinates services, provides service-level
calculation and management, desk support, program
management, business continuity, disaster recovery testing
and planning, financial management, and invoicing; (2) Atos
for the delivery of infrastructure services for mainframe,
servers, networks, and data center operations; and (3) Xerox
for bulk printing and mail services. The contracts with Atos
and Xerox end at the close of fiscal year 2020, and new
contracts will go into effect for fiscal year 2021. Agencies are
billed for each specific service consumed, such as mainframe
central processing unit hours or tape storage. In accordance
with current contracts, each service has an associated rate,
which is based on monthly baseline volumes. Actual rates
fluctuate monthly based on service-consumption levels.
Discounts are applied for services consumed at more than
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FIGURE 102

DEPARTMENT OF INFORMATION RESOURCES COST-RECOVERY PROGRAMS AND FUNDING SOURCES

PROGRAM

FEE RATES

OTHER FUNDS ACCOUNT

Telecommunications, including
Capitol Complex Telephone
System (CCTS) and Texas
Agency Network (TEX-AN)

Cooperative Contracts

Data Center Services

Texas.gov

For services that the Department of Information Resources
(DIR) provides directly, such as CCTS and shared Internet
services, fees are included in the prices. Fee levels for other
telecommunication services are:

» 12.0 percent for services billed by DIR;

» 2.0 percent for wireless services and conferencing
services that are billed directly by the vendor;

* 4.0 percent for local services and other TEX-AN Next
Generation services that are billed directly by the vendor;
and

« 0.5 percent for managed services that are billed directly
by the vendor.

Fee rates are not capped and are not applied to surcharges
billed from telecommunication providers.

Actual fees, which are included in the purchase price of
information technology commodities and services, vary by
contract:

» average fee — 0.68 percent; and
* maximum fee — 1.0 percent.

Fee rates are capped at 2.0 percent in the Eighty-sixth
Legislature, General Appropriations Act (GAA), 2020-21
Biennium, Article |, DIR, Rider 3.

Fee is set at 2.95% of data center services costs billed by
contracted service providers.

Fee is uncapped. Agency must receive written approval from
the Legislative Budget Board and Office of the Governor before
increasing the fee, pursuant to the 2020-21 GAA, Article |, DIR,
Rider 9.

Actual fees vary by service and governmental entity. Fees per
transaction typically include one of the following fees:

* payment processing fees, which typically include both
fixed-fee and variable-fee components:

> fixed fees range from $0.25 to $2.50 per transaction;
and

> variable fees range from 2.25% to 2.75% of the
transaction cost;

« subscription fees ranging from $2 to $5 per individual
licenses and 3.0% for facility licenses; or

» other convenience fees, primarily fixed fees ranging from
$0.02 to $10 per transaction.

Fees and charges are not capped in the 2020-21 GAA.

NoOTE: Rates for fiscal year 2020 are estimated.
SouRce: Department of Information Resources.

Telecommunications Revolving
Account

(Appropriated Receipts and
Interagency Contracts)

Clearing Fund
(Appropriated Receipts)

Statewide Technology Account
(Appropriated Receipts and
Interagency Contracts)

Statewide Network Applications
Account

(Appropriated Receipts and
Interagency Contracts)

baseline volumes, resulting in overall lower rates across
participating agencies. Conversely, premiums are applied for
services that are consumed at less than baseline volumes,
resulting in higher rates across participating agencies. Data
center infrastructure services are provided to 27 state agencies
(including DIR) and institutions of higher education, one

state agency for print and mail operations only (the
Department of Agriculture), and 14 state agencies and local
entities that purchase limited IT services through the DCS
program. Appropriations for the DCS program include
$560.0 million and provide for 28.0 full-time-equivalent
(FTE) positions.
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FIGURE 103

STATE REVENUE FROM THE TEXAS.GOV WEBSITE, FISCAL YEARS 2008 TO 2019
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NoTE: Amounts shown for fiscal year 2019 are estimated.
SouRcE: Department of Information Resources.

—— State Revenue

TELECOMMUNICATIONS

DIR’s telecommunications programs provide voice, data,
video, and Internet services for the state through the CCTS
and TEX-AN. CCTS operations provide local telephone
service for 42 state office buildings in the Capitol Complex
and several satellite office buildings in Austin. CCTS services
include installation of new telephones or telephone services,
moving and removal of existing telephones, and voicemail
installation and training. TEX-AN is the long-distance,
voice, and data communication system for state government
and offers enhanced Internet and videoconferencing
capabilities. Through TEX-AN, the agency also offers
telecommunication services to other political subdivisions
such as cities, counties, councils of governments, public
school districts, and public institutions of higher education,
with the goal of providing significant cost savings and
communications service options to meet such entities’
business needs. Funding for CCTS and TEX-AN totals
$165.0 million and provides 56.1 FTE positions.

TEXAS.GOV

The Texas.gov program provides contract oversight,
performance monitoring, planning, policy development, and
program management of the state’s Texas.gov web portal.
Through Texas.gov, the public can access state agency and
local government services and applications in multiple
8 pp p
languages. Several agencies’ services are offered through
guag g g

Texas.gov, such as driver license renewal, vehicle registration,

professional and occupational license renewals, vital records
(i.e., birth, death, and marriage certificates), and utility bill
payments. Revenue generated through Texas.gov consists
primarily of transaction-based fees charged for services
provided through the portal. The fees support DIR’s
administration of the program and payments to contracted
vendors for application development and maintenance and
customer support. The portal also generates revenue for the
General Revenue Fund; the excess of Texas.gov revenues
beyond DIR’s expenditures and allowable fund balances are
deposited to the General Revenue Fund. Figure 103 shows
the state’s revenue in contrast with total revenues processed
through Texas.gov from fiscal years 2008 to 2019. The
decrease beginning in fiscal year 2014 is due to the transfer of
the Webfile tax filing system from the Texas.gov program to
the Comptroller of Public Accounts (CPA) and the
consequent removal of tax collections previously processed
through Texas.gov. Additionally, the decrease in State
Revenue Share for fiscal year 2015 is due to the removal of
the SmartBuy system from the Texas.gov program and
transfer to the CPA. Appropriations for Texas.gov include
$85.4 million and provide for 12.0 FTE positions.

IT SECURITY SERVICES

DIR provides several IT security services to state agencies
and institutions of higher education and is responsible for
the physical and logical security of the state’s data systems
and networks. DIR operates the Network Security Operations
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Center (NSOC) to provide computer network security
services to state agencies. NSOC monitors, reports, analyzes,
and provides coordinated responses to cyberthreats and
attacks against the state network. NSOC also provides
network testing services to identify and evaluate network and
system vulnerabilities that are susceptible to cyberattack.
DIR develops statewide IT security policies, procedures,
standards, and guidelines for state agencies; monitors
agencies compliance with state security policies; recommends
remedial actions for agencies out of compliance; and provides
access to security research and advisory materials and to
security training. Security assessments provided by DIR
through a third-party vendor assess agencies’ overall security
postures and identify areas for improvement. Beginning in
the 2020-21 biennium, DIR funding will provide multifactor
authentication to the state’s high-risk systems. Multifactor
authentication confirms users’ identities by a combination of
two different factors: something the users know, something
they have, or something they are. Additionally, increased
funding will provide training to state agency developers on
secure coding methods and a security rating service to
agencies public servers. Appropriations for the agency’s IT
security operations total $29.2 million and provide 12.7
FTE positions.

OTHER PROGRAM AREAS

DIR’s administration and support programs include
agencywide administrative and technology support, the
statewide IT procurement Cooperative Contracts program,
management of large enterprise contracts, technology
innovation and modernization initiatives, and statewide

technology planning and policy development.

The agency is responsible for the solicitation, negotiation,
and management of the statewide IT procurement
program known as Cooperative Contracts. The program’s
objective is to leverage the state’s buying power to lower the
cost and improve the quality of technology commodities
and services to state agencies and political subdivisions. All
governmental entities in Texas are eligible customers,
including state agencies, universities, cities, counties, and
public schools. The program streamlines the procurement
process for customers by eliminating the need to issue
individual solicitations. The program provides favorable
prices for commodity items such as personal and laptop
computers and related desktop software, hardware, and
software maintenance; stafling services; disaster recovery
planning; and other associated goods and services with high
customer demand. According to DIR, the program

provided approximately 4,900 eligible customers savings
and cost avoidance of an estimated $216.0 million during
fiscal year 2019.

The Technology Planning and Policy program provides
strategic policy, procedures, and direction to implement
and manage technology in the state. The office manages one
of the agency’s core activities: development of the State
Strategic Plan for Information Resources Management.
Through the State Strategic Plan, DIR establishes a
common direction for all state agencies and universities to
implement technology, thus promoting coordination and
eliminating redundancy. In conjunction with the State
Strategic Plan, the agency develops the Biennial Report for
Information Resources Management, which evaluates the
state’s progress in information technology. Additionally,
DIR provides leadership, guidance, and best practices to
state agencies to promote modernization of agencies’ I'T
infrastructure, software, and applications and develops
shared services for agency use. Funding for the agency’s
administration and other programs total $26.3 million and
provide 99.2 FTE positions.

SIGNIFICANT LEGISLATION

House Bill 3834 — Completion of Cybersecurity Training
Program. The legislation requires DIR, in consultation with
the cybersecurity council established pursuant to the Texas
Government Code, Chapter 2054, and industry stakeholders,
to certify annually at least five cybersecurity training
programs for state and local government employees. Certain
state employees are required to annually complete a certified
cybersecurity training program. Certain local government
employees are required annually to complete either a certified
cybersecurity training program or a cybersecurity training
program offered by the local government’s information
resources cybersecurity officer. The legislation additionally
requires a state agency to require any contractor that has
access to a state computer system or database to complete the
certified training program.

Senate Bill 64 - Cybersecurity for Information
Resources. The legislation requires DIR to submit a report
to the Legislative Budget Board by October 1 of each even-
numbered year that prioritizes, for the purpose of receiving
funding, state agency cybersecurity projects and projects to
modernize or replace legacy systems. The legislation requires
the state cybersecurity coordinator, employed by DIR, in
collaboration with the cybersecurity council and other
public and private entities within the state, to develop best
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practices for cybersecurity. The state cybersecurity
coordinator also is required to establish a cyberstar
certificate program to recognize public and private entities
that implement the best practices.

Senate Bill 819 - Statewide Data Coordination and
Central Data Repository. The legislation renames the
statewide data coordinator position at DIR as the chief data
officer and requires the chief data officer to assist DIR in the
development and management of a data portal for use by
state agencies. The legislation requires DIR to establish a
digital transformation guide to assist state agencies with
modernizing agency operations and services regarding
electronic data and in converting agency information into
electronic data. DIR also is required to establish a central
repository of publicly accessible electronic data as the official
open data Internet website for the state and designate the
repository as the Texas Open Data Portal.
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LIBRARY AND ARCHIVES COMMISSION

PURPOSE: To safeguard significant state resources; provide
information services that inspire and support research, education,
and literacy; and enhance the capacity for achievement of current
and future generations.

ESTABLISHED: 1909

AUTHORIZING STATUTE: The Texas Government Code,
Chapter 441

GOVERNANCE: Commission—seven members
appointed by the Governor with the advice and
consent of the Senate

FIGURE 104
LIBRARY AND ARCHIVES COMMISSION BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $34.9 $33.5 ($1.4) (4.0%) EQUIVALENT
General Revenue—Dedicated Funds $0.0 $0.0 $0.0 N/A POSITIONS
Federal Funds $21.3 $21.7 $0.4 1.9%

2020 170.5
Other Funds $17.8 $16.0 ($1.8) (10.0%)
Total, All Methods of Finance $74.0 $71.2 ($2.8) (3.7%) 2021 170.5

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$71.2
Resource Sharing
$45.5
63.9%

Local Library Assistance
$8.9
12.5%

Information and Archives
$6.6
9.2%

State and Local Records
$5.5
1.1%

Disabled Services

$4.8
6.7%

SOURCE: Legislative Budget Board.

Supplemental funding for fiscal year 2019
increased appropriations by $4.4 million for
the renovation of state-owned property to
accommodate additional records storage.

The State and Local Records Management
program reached 88.7 percent of storage capacity
in August 2019.

Federal funding increased by $399,204. Texas, as the
second-most populous state, receives the second-
largest allocation of federal Library Services and
Technology Act funding.

The Competitive Grant Program is appropriated
$7.1 million for the 2020-21 biennium. Competitive
grants support literacy, education attainment, and
workforce development, among other needs, and

are awarded to local libraries through the agency’s
grant program. Biennial appropritions increased by
$2.7 million in General Revenue Funds, a portion

of which will support the development of library
resources in certain areas that lack services.
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MAJOR FUNDING

Appropriations for the 2020-21 biennium for the Texas
State Library and Archives Commission (TSLAC) decreased
by $2.8 million, or 3.7 percent, from the 2018-19 biennium.
This decrease is related primarily to onetime supplemental
funding for fiscal year 2019 to address immediate storage
needs for state records. Without the supplemental funding,
agency appropriations increased by $1.6 million, or 2.4
percent, from the 201819 biennium. Decreases related to
the expenditure of onetime funds were offset by increases
related to additional grant funds, anticipated increase in
Appropriated Receipts for records management services, and
salary increases for certain staff.

PROGRAMS

TSLAC carries out its responsibilities through four major
program areas: (1) delivery of services, including resource
sharing, aid to local libraries, and disabled services; (2) access
to government information and archives; (3) state and local

records management; and (4) administration.

DELIVERY OF SERVICES

TSLAC offers resource-sharing services in three main
program areas: TexShare, TexQuest, and the interlibrary loan
program. TexShare is a statewide consortium of 689
academic, public, and clinical medicine libraries that,
through access purchased by TSLAC, share print and
electronic materials and other online resources and combine
staff experience. During fiscal year 2019, 68 TexShare core
databases with approximately 16 million core materials were
available 24 hours a day to registered patrons of participating
Texas libraries. Figure 105 shows TexShare funding.

The agency negotiates cost-sharing electronic resources for
primary and secondary public school libraries with
memberships in the TexQuest program. These databases
provide age-appropriate content and sources for reliable
online information for learning and research in all grade
levels. Appropriations for TexQuest decreased to $7.2 million
for the 2020-21 biennium.

Through a series of grant programs, the statewide interlibrary
loan program enables patrons of more than 550 member
libraries to access materials that are not available locally. Funded
by the federal Library Services and Technology Act, this program
is appropriated $6.2 million for the 2020-21 biennium.

The Library Development and Networking Division at
TSLAC provides shared resources to expand the capabilities

FIGURE 105
TEXSHARE DATABASE FUNDING LEVELS
FISCAL YEARS 2012 TO 2021

(IN MILLIONS)
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(1) TexShare Fees for fiscal year 2012 include funds collected
and held outside the Treasury.

(2) Amounts for fiscal years 2016 and 2021 include only
TexShare funds. All fees are estimated.

SouURCE: Texas State Library and Archives Commission.

of local public, academic, school, and special libraries. The
agency provides statewide training and consultation related
to library management, operations, and information
technology in online and in-person formats. TSLAC also
supports local libraries’ community-engagement efforts, such
as summer reading programs and website assistance. The
agency anticipates offering 650,000 support services to Texas
libraries each year of the 2020-21 biennium.

In addition to consulting, training, and technical services,
TSLAC awards grants that support literacy, education
attainment, workforce development, technology, and other
needs to local libraries. Appropriations include $7.1 million
for competitive grants to libraries for the 2020-21 biennium,
$1.9 million of which will be awarded to applicants in certain
border cities that lack library services.

'The Talking Book Program (TBP) at TSLAC provides free
library services to qualifying Texans that have visual, physical,
or reading disabilities. In collaboration with other state
programs, libraries, and the National Library Services for the
Blind and Physically Handicapped—a program administered
by the Library of Congress—TSLAC provides a service that
delivers narrated, downloadable, digital audiobooks directly
to blind, low-vision, and other users. During fiscal year 2019,
the Talking Book Program served approximately 15,000
individuals and circulated approximately 732,000 reading
materials with more than 276,000 estimated to be
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FIGURE 106

TEXAS STATE LIBRARY AND ARCHIVES COMMISSION ARCHIVES STORAGE GROWTH

FISCAL YEARS 2012 TO 2019
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downloaded. The TBP is appropriated $4.8 million for the
2020-21 biennium.

ACCESS TO GOVERNMENT INFORMATION AND ARCHIVES
The Archives and Information Services Division (ARIS) of
TSLAC identifies and collects official archival records of
state government and subsequently makes them available,
physically and digitally, to Texans. ARIS maintains and
provides access to more than 2.0 million documents
including federal, state, and other sources. During fiscal
year 2019, the agency provided approximately 7.0 million
services to individuals accessing archival or government
information. The Texas Digital Archive, which manages,
preserves, and facilitates access to electronic records
including state agency records, now includes more than
59.0 terabytes of information.

Currently, the agency has more than 81,000 cubic square feet
of archives stored in state archives, housed in the Lorenzo de
Zavala State Archives and Library and the State Records
Center in Austin. Additional archival records of state or local
historical significance are kept in Regional Historical
Resource Depositories; these depositories, with the exception
of the Sam Houston Regional Library and Research Center,
are not funded or staffed by TSLAC, although the agency
may offer some staff assistance. Figure 106 shows archives
storage growth since fiscal year 2012. The agency is
appropriated $5.6 million for archives and information
services for the 2020-21 biennium.

MANAGING STATE AND LOCAL RECORDS

TSLAC assists state and local governments with training,
resources, and consultation regarding records management.
Through its State and Local Records Management Division,
TSLAC sets the state minimum retention schedule, and reviews
and approves retention schedules submitted by state and local
governmental entities. The agency offers document imaging
services and storage of noncurrent records at the State Records
Center (SRC) on a cost-recovery basis. During fiscal year 2019,
the agency offered records storage services to 82 client entities,
including 79 state agencies and three local governments.
Appropriations for state and local records management increased
by 20.6 percent to $5.5 million, not accounting for supplemental
appropriations, for the 2020-21 biennium, primarily due to
anticipated future receipts for services.

For the past three biennia, the agency has monitored capacity
at the State Records Center. The SRC has capacity for
approximately 383,000.0 cubic feet of storage. Due to
changes in retention requirements and the decertification of
an approved private vendor for records storage, the agency
anticipated reaching 98.0 percent capacity by the end of
fiscal year 2019. By limiting the number of boxes delivered
monthly, and by working to identify records eligible for
destruction, the agency slowed the growth and reached 88.7
percent capacity in August 2019.

To address decreasing storage space, the agency received $4.4
million in supplemental funds for fiscal year 2019 to renovate
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FIGURE 107

TEXAS STATE LIBRARY AND ARCHIVES COMMISSION STATE RECORDS STORAGE, ACCESSION, AND DISPOSITION

FISCAL YEARS 2012 TO 2020
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a state-owned facility and equip it with necessary technology.
An additional 20,000 square feet of storage space capable of
holding 70,000 boxes will be made available in December
2020. Although this renovation will address immediate needs,
the agency will investigate other long-term options to
accommodate future demand. Figure 107 shows state records
storage, accession, and disposition since fiscal year 2012.

TSLAC provides agencywide support services including

accounting, human resources, information resources,

purchasing, and executive leadership to facilitate and manage
2020-21 agency
appropriations total approximately $5.9 million for its

its programs. For the biennium,

administrative functions.

SIGNIFICANT LEGISLATION

House Bill 1962 — Continuing the Texas State Library
and Archives Commission. TSLAC’s Sunset legislation
continues the agency for another 12 years, requires the
agency to develop a strategic plan for state archives, eliminates
the requirement for local governments to obtain approval of
records management programs, changes the retrieval and
legal ownership of legislative records, and authorizes the
agency to sell archival replicas and use proceeds to fund its
archival programs.

House Bill 4181 — Legislative Records. The legislation
transfers authority of legislative records from TSLAC to the

Legislature and extends legislative privilege to certain records.
All duties previously assigned to TSLAC regarding these
records are transferred to the Legislative Reference Library
unless otherwise agreed.
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PENSION REVIEW BOARD

PURPOSE: To provide the necessary information and recommendations
to ensure that Texas public retirement systems are financially sound,
benefits are equitable, the systems are managed properly, and tax
expenditures for employee benefits are kept to a minimum while
providing for those employees; and to expand the knowledge and
education of administrators, trustees, and members of Texas public
pension funds.

ESTABLISHED: 1979

AUTHORIZING STATUTE: The Texas Government Code,
§801.101

GOVERNANCE: Board—seven board members
appointed by the Governor with advice and consent of
the Senate

FIGURE 108
PENSION REVIEW BOARD BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $2.0 $2.3 $0.3 15.3% EQUIVALENT
General Revenue-Dedicated Funds $0.0 $0.0 $0.0 N/A POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A

2020 13.0
Other Funds $0.0 $0.0 $0.0 N/A
Total, All Methods of Finance $2.0 $2.3 $0.3 15.3% 2021 13.0

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$2.3

Pension System
Assistance
$1.2
54.1%

Pension System
Reviews
$1.0
45.3%

SOURCE: Legislative Budget Board.

The agency has oversight responsibility
for 346 public retirement systems in Texas:
99 actuarially funded, defined benefit plans;
166 defined contribution plans; and 81 pay-as-
you-go, volunteer firefighter plans.

The 99 defined benefit plans in Texas had
approximately $279.0 billion in total net assets
as of August 2019.

In defined benefit plans, benefits are determined
by a formula that considers compensation and years
of service. Defined contribution plans provide
benefits equal to contributions and interest earned,
minus administrative expenses.

Appropriations include an additional $0.3 million
in General Revenue Funds for salary increases.
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MAJOR FUNDING

The Pension Review Board (PRB) was appropriated an
additional $0.3 million in General Revenue Funds for
salary increases. This increase was offset by removal of
onetime funding for an online database portal project,
which is complete.

PROGRAMS

The agency carries out its responsibilities through two major
program areas: (1) providing technical assistance and
information to public pension systems; and (2) reviewing
public retirement systems.

PENSION SYSTEM ASSISTANCE

PRB’s primary program area is providing technical assistance
and information to public pension systems. This area may
include recommending policies, practices, and legislation to
public retirement systems and appropriate governmental
entities. The agency also is charged with preparing and
providing an actuarial impact statement for a bill or resolution
that proposes to change the amount or number of benefits or
participation in benefits of a public retirement system or that
proposes to change a fund liability of a public retirement
system. Additionally, PRB is directed to develop and
administer an educational training program for trustees and
system administrators of Texas public retirement systems.
During the Eighty-sixth Legislature, 2019, PRB tracked 234
bills, including 127 pension bills, and provided 45 actuarial
impact statements for proposed legislation. Appropriations
for providing technical assistance and other information are
$1.2 million for the 2020-21 biennium.

PENSION SYSTEM REVIEWS

The agency’s secondary program area is reviewing public
retirement systems. This area includes ongoing reviews of
public retirement systems by compiling and comparing
information about benefits, creditable service, financing, and
administration of systems; and by conducting intensive
studies of potential or existing problems that threaten the
actuarial soundness of or inhibit an equitable distribution of
benefits in one or more public retirement systems. All public
retirement systems in Texas are required to register and file
certain reports for review with PRB. The agency reviews
public pension plans to detect plans in need of corrective
action and monitors public plans with amortization periods
of greater than 30.0 years. PRB has oversight responsibility
for 346 public retirement systems in Texas: 99 actuarially

funded, defined benefit plans; 166 defined contribution

plans; and 81 pay-as-you-go, volunteer firefighter plans. As
of August 2019, the 99 defined benefit plans had
approximately $279.0 billion in total net assets.
Appropriations for this review function are approximately

$1.0 million for the 2020—21 biennium.

SIGNIFICANT LEGISLATION

Senate Bill 322 — Evaluation and reporting of investment
practices and performance. The legislation requires public
retirement systems to evaluate investment practices and
submit the report the Pension Review Board. PRB is required
to include an investment performance report in its biennial

report to the Legislature.
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PRESERVATION BOARD

PURPOSE: To preserve and maintain the Texas Capitol, the Capitol
Extension, the Capitol Visitors Center (1857 General Land Office
Building), other designated buildings, their contents, and their
grounds; preserve and maintain the Texas Governor’s Mansion; and
operate the Bullock Texas State History Museum and the Texas State
Cemetery. Provide educational programs centered on Texas history,

government, and culture.

ESTABLISHED: 1983

AUTHORIZING STATUTE: The Texas Government Code,
Section 443.001

GOVERNANCE: Board—six members including the
Governor, Lieutenant Governor, Speaker of the House
of Representatives, one senator, one representative,
and one public representative

FIGURE 109
PRESERVATION BOARD BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED  BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $36.9 $21.8 ($15.1) (41.0%) EQUIVALENT
General Revenue—Dedicated Funds $0.0 $0.0 $0.0 N/A POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A

2020 120.0
Other Funds $0.1 $0.0 ($0.1) (68.0%)
Total, All Methods of Finance $37.1 $21.8 ($15.2) (41.1%) 2021 120.0

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

TOTAL=$21.8
Facilites
Management
$7.6
35.0%
State Cemetery
$6.8
31.1%

Administration
$3.6
16.3%

State History
Museum

$2.1
9.4%
Capitol Services
$1.8
8.2%

SOURCE: Legislative Budget Board.

Appropriations include $5.6 million for Phase |
improvements identified in the State Cemetery
Master Plan, including repairs to facilities, burial
sections, and irrigation system, among other
improvements.

Decreases for onetime funding items, including
capital improvement projects at the State Capitol and
State Cemetery, and debt service requirements for
the State History Museum total $22.1 million.

An increase of $1.2 million is provided to fund
previously unfilled full-time-equivalent positions
and to provide 2.0 percent salary increases for staff.

LEGISLATIVE BUDGET BOARD STAFF — ID: 5944

FISCAL SIZE-UP 2020-21 BIENNIUM — MAY 2020 147



GENERAL GOVERNMENT

MAJOR FUNDING

Appropriations for the State Preservation Board provide total
funding of $21.8 million in All Funds, which represents an
overall decrease of $15.2 million. The decrease is due
primarily to decreases of $8.2 million in estimated debt
service payments for the Bullock Texas State History
Museum, $12.1 million for onetime capital projects primarily
affecting the State Capitol and State Cemetery, and $1.8
million for the Texas State History Education program.

Funding provides an increase of $5.6 million to implement
the first of three phases of capital projects for the Texas State
Cemetery, which includes repairs and renovations to facilities,
burial section improvements, and other site improvements.

Increases also are provided to fund currently unfilled
positions and provide a 2.0 percent salary increase across
multiple programs ($1.2 million) and to upgrade security
features for the Governor’s Mansion ($0.2 million).

PROGRAMS

The State DPreservation Board (SPB) carries out its
responsibilities through five major program areas: (1)
facilities management; (2) State History Museum; (3) State
Cemetery; (4) Capitol services; and (5) administration.

FACILITIES MANAGEMENT

The facilities management program area includes several
programs and functions. The Maintenance Services and
Mansion Maintenance programs provide facilities repairs,
renovation, and maintenance services to the Capitol, Capitol
Extension, Capitol Visitors Center (CVC), Governor’s
Mansion, and State History Museum. A primary goal for
SPB is to preserve the historic integrity of artifacts and
buildings within its purview. As a result, the agency’s Building
Modifications and Design program is responsible for
approving all repairs and changes involving construction,
restoration, and repair to the Capitol and grounds, CVC,
and Governor’s Mansion. SPB’s Curatorial Services program
employs a curator to oversee repairs and renovation to these
buildings and their content. During fiscal year 2019, the
agency repaired or restored 313 historical items that had
been damaged.

In addition to providing maintenance and repair services,
SPB is responsible for general housekeeping of buildings
within its purview. Agency staff and contracted vendors
provide housekeeping services, such as floor cleaning, waste
collection, and other general custodial services. In addition

FIGURE 110
VISITORS TO THE CAPITOL VISITORS CENTER AND TEXAS
STATE HISTORY MUSEUM, FISCAL YEARS 2011 TO 2019
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to general housekeeping functions, a vendor provides
groundskeeping services for the Capitol grounds, which
includes mowing, hedge cutting, and other general
landscaping duties. Appropriations for facilities management
programs total $7.6 million and provide 53.0 full-time-
equivalent (FTE) positions.

STATE HISTORY MUSEUM

State History Museum programs include the operation of the
museum and educational and curatorial services. The Bullock
Texas State History Museum, which opened in Austin during
calendar year 2001, was established for the purpose of
engaging visitors and displaying objects and information
relating to the state’s history. Figure 110 shows visitation for
the museum from fiscal years 2011 to 2019. To retain and
build audiences, the museum offers changing exhibitions
and programs and three floors of permanent galleries devoted
to the history of Texas. The main permanent exhibit displays
and interprets the seventeenth-century La Belle shipwreck
recovered from Matagorda Bay and artifacts from the
shipwreck. In addition, the museum presents professional
development training for teachers and curriculum-based,
onsite and distance-learning opportunities for students.
Revenues that the museum generates from admission fees,
parking, gift shop, concessions, IMAX Theater, and facility
rentals are deposited into the Museum Fund, held outside
the state Treasury, which is used to operate the museum and
meet its projected needs. Additionally, appropriations also
support and provide for debt service payments for the
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museum. Appropriations for the State History Museum total
$2.1 million and provide 11.5 FTE positions.

STATE CEMETERY

Since September 2015, SPB has overseen operations of the
State Cemetery. The cemetery, established in 1851 and
located in Austin, is the burial site for governors, senators,
legislators, members of U.S. Congress, judges, and other
eligible individuals that have made significant contributions
to Texas history. The cemetery grounds are located
approximately 1.0 mile east of the Capitol building and
include several monuments dedicated to honor groups of
Texans, including veterans. Appropriations for the Texas
State Cemetery include $6.8 million for operations and
capital projects and provide for 7.5 FTE positions.

CAPITOL SERVICES

Capitol services programs provide educational and visitation
services at the Capitol and CVC and manage enterprises,
events, and activities at the Capitol and its grounds. SPB
provides interpretation and guided tours of the Capitol and
CVC. Tours are provided in English and several other
languages to better serve international visitors. Other
educational programs offered at the CVC include interactive
computer learning stations, multimedia presentations, and
traditional exhibits to encourage interest in the state’s diverse
history. Figure 110 shows the number of visitors to the
Visitors Center from fiscal years 2011 to 2019.

Additionally, the agency coordinates public events, activities,
and exhibits. The agency also manages revenue-generating
enterprises, such as gift shops, cafeterias, parking meters,
visitor parking garages, and leasing of other Capitol spaces.
Revenue generated is deposited to the Capitol Fund, which
is held outside the state Treasury and supports educational
programming, historic preservation, facilities services, and
other operating expenses of the Capitol and CVC.
Additionally, funds also may be transferred from the Capitol
Fund to the Capital Renewal Fund, which also is outside the
Treasury, for major repairs and renovations at the Capitol
and CVC. Appropriations for Capitol services total $1.8
million and provide 27.0 FTE positions.

ADMINISTRATION

SPB is appropriated $3.6 million and provided 21.0 FTE
positions for its administration program area. This program
area provides agencywide support functions, including
executive leadership, finance, internal audit, legal services,

purchasing, human resources management, and staff services.
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STATE OFFICE OF RISK MANAGEMENT

PURPOSE: To assist state agencies in developing risk management
programs and administer the state’s self-insured government ESTABLISHED: 1997

, . .
employees workers’ compensation program and the state risk AUTHORIZING STATUTE: The Texas Labor Code,

management programs. §412.011

GOVERNANCE: Risk Management Board—five
members appointed by the Governor with staggered
six-year terms

FIGURE 111
STATE OFFICE OF RISK MANAGEMENT BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED APPROPRIATED BIENNIAL PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-
General Revenue Funds $0.0 $0.0 $0.0 N/A EQUIVALENT
General Revenue—Dedicated Funds $0.0 $0.0 $0.0 N/A POSITIONS
Federal Funds $0.0 $0.0 $0.0 N/A
2020 123.6
Other Funds $107.0 $108.8 $1.8 1.7%
Total, All Methods of Finance $107.0 $108.8 $1.8 1.7% 2021 1236
AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS) SIGNIFICANT DEVELOPMENTS
TOTAL=5$108.8 Funding includes $1.8 million to procure and
, implement a cloud-enabled Risk Management
W'"ke”. Information System. The system will integrate
Compensation the agency’s statutory programs and enable
$98.3 enhanced data collection, monitoring, and
90.3% trend analysis across programs.
Risk
Management . . -
$10.6 The agency has paid approximately $523.8 million
9.7% in medical and income benefits since 2007.

For the 2020—-21 biennium, the agency estimates
that it will pay approximately $42.8 million each
fiscal year.

The number of injuries sustained by state
employees per 100.0 full-time-equivalent positions
has decreased from 4.0 injuries to 3.2 injuries
from fiscal years 2004 to 2019.

SOURCE: Legislative Budget Board.
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MAJOR FUNDING

Appropriations to fund the State Office of Risk Management
(SORM) increased by $1.8 million from the 2018-19
biennium to $108.8 million for the 2020-21 biennium. The
agency received funding to procure and implement a cloud-
based risk information system to upgrade antiquated
technology and improve services to client agencies.

PROGRAMS

SORM carries out its mission through two main program

areas: (1) workers’ compensation, and (2) risk management.

WORKERS’ COMPENSATION

SORM administers the state workers compensation
program, which covers all state employees except those
statutorily exempt at the University of Texas (UT) System,
the Texas A&M University (TAMU) System, the Employees
Retirement System (ERS), the Teacher Retirement System
(TRS), and the Texas Department of Transportation
(TxDOT). Also

compensation program are county employees at community

covered within the state workers’

supervision and corrections departments and employees of
the Windham School District.

As part of claims processing, the Claims Operation
Department investigates, evaluates, and provides customer
support for injury claims and oversees contracted medical
cost-containment  services. Appropriations for the
2020-21 biennium include $12.9 million in Other Funds
through Interagency Contracts to administer claims
processing. This amount is an increase of $1.1 million, or
8.8 percent from the 2018-19 biennium. The agency
processed more than 89,000 medical bills and more than
26,000 indemnity bills (income payments) during fiscal
year 2019. SORM expects to process approximately 92,000
medical bills and 27,200 indemnity bills during each fiscal
year of the 2020-21 biennium.

SORM is appropriated $85.6 million to provide payments to
approved workers’ compensation claimants for the 2020-21
biennium. Of this amount, $84.5 million, or 98.7 percent, is
funded by assessments to client agencies for workers’
compensation coverage. Annual assessments are based on a
formula that considers payroll size, number of full-time-
equivalent (FTE) positions, claims costs, number of claims,
and injury frequency rate (per 100.0 FTE positions). The
formula determines a proportionate share for each agency of
the total workers’ compensation costs to the state and is
structured so that agencies with decreased numbers of

FIGURE 112
WORKERS’ COMPENSATION BENEFITS PAID
FISCAL YEARS 2012 TO 2021
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NoTEe: Amounts for fiscal years 2020 and 2021 are projected.
Source: State Office of Risk Management.

injuries and losses may receive decreases in their proportionate
shares; conversely, the proportionate share increases for
agencies whose loss performance worsens relative to all other
client agencies.

Figure 112 shows the amount paid in recent years for
medical and income benefits. During fiscal year 2019,
SORM received 7,541 new claims, of which 6,098 were
accepted and payments made totaling approximately $34.6
million, including claims with dates of injury from preceding
fiscal years. This amount represents a 4.1 percent increase in
the number of claims received and a 12.2 percent decrease in
the amount of total payments from fiscal year 2017. SORM’s
appropriations for workers’ compensation-related activities
account for approximately $98.3 million of the agency’s
2020-21 biennial appropriations.

RISK MANAGEMENT

SORM provides risk management, insurance, and business
continuity services to client state agencies. Its Enterprise Risk
Management program intends to help state entities establish
and maintain comprehensive risk management programs to
ensure a safe environment for state employees and the public
served by state agencies. All state entities participate in the
program, excluding the following agencies, which are exempted
by the Texas Labor Code, Section 412.011: UT System,
TAMU, ERS, TRS, TxDOT, the Texas State University
System, and the Texas Tech University System. During fiscal
year 2019, the agency conducted approximately 257 onsite

consultations and reviewed 29 risk management programs.
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Through SORM, the state sponsors six lines of insurance
including auto, directors and officers liability, property,
volunteer, builder’s risk, and fine arts. The agency also
approves purchases of insurance from outside providers.
During fiscal year 2019, the agency issued 158 state-
sponsored insurance policies. Additionally, the agency
approved 25 purchased lines of insurance from outside
providers for 10 state agencies.

The Continuity of Operations Planning program assists
agencies in developing processes and guidelines that will help
with continuity of service in the wake of a catastrophic or
disruptive event. Working with the Texas Office of Homeland
Security, the Texas Division of Emergency Management, and
the Texas Department of Information Resources, the agency
provides resources to assist agencies in developing continuity

of operations plans.

Figure 113 shows a comparison of the number of injuries
sustained per 100.0 FTE positions by state employees at
agencies that have contracts with SORM for risk management
services, by Texas private industry employees, and by
employees nationwide since state fiscal year 2016.
Appropriations for SORM’s risk management program area
total approximately $10.1 million for the 2020-21 biennium.

FIGURE 113
INJURY FREQUENCY RATES PER 100.0 FULL-TIME-
EQUIVALENT POSITIONS, FISCAL YEARS 2016 TO 2021

INJURIES PER 100.0 POSITIONS
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NOTES:

(1) For fiscal years 2020 and 2021, State Employees amounts
are estimated. Texas and U.S. amounts are carried forward
from fiscal year 2018.

(2) State employees are only those employed by agencies or
entities that have contracts with the State Office of Risk
Management.

SouRce: State Office of Risk Management.
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SECRETARY OF STATE

PURPOSE: The Secretary of State serves as chief election officer

for Texas, assisting county election officials and ensuring

the uniform application and interpretation of election laws

throughout Texas. The office also provides a repository for

required official, business, and commercial records; publishes

government rules and regulations; commissions notaries public;

and serves as keeper of the state seal and attestor to the Governor’s

signature on official documents.

ESTABLISHED: 1845

AUTHORIZING STATUTE: The Texas Constitution,
Article 1V, §21

GOVERNANCE: Constitutional office appointed by the
Governor with the advice and consent of the Senate

FIGURE 114
SECRETARY OF STATE BY METHOD OF FINANCE
(IN MILLIONS)
EXPENDED/BUDGETED  APPROPRIATED BIENNIAL  PERCENTAGE
METHOD OF FINANCE 2018-19 2020-21 CHANGE CHANGE APPROPRIATED
FULL-TIME-

General Revenue Funds $43.9 $51.8 $8.0 18.1% EQUIVALENT
General Revenue—Dedicated Funds $0.8 $0.3 ($0.5) (61.2%) POSITIONS
Federal Funds $7.6 $15.8 $8.2 107.4%

2020 205.0
Other Funds $15.8 $16.5 $0.6 4.1%
Total, All Methods of Finance $68.1 $84.4 $16.3 24.0% 2021 203.0

AGENCY PROGRAM AREAS BY APPROPRIATION (IN MILLIONS)

SIGNIFICANT DEVELOPMENTS

Administer
Election Laws
$55.3
65.5%

Filings and
Information
$16.3
19.3%

Administration
$12.3
14.6%

Border Affairs

$0.6 9
0.7%

SOURCE: Legislative Budget Board.

TOTAL=584.4

Additional Help America Vote Act (HAVA)

funds were awarded to the state during fiscal year
2018 to increase election security. HAVA-related
appropriations include $14.7 million in Federal
Funds and $1.2 million in General Revenue Funds
for the 2020-21 biennium.

Appropriations include $1.9 million in General
Revenue Funds to maintain the Texas Election
Administration Management (TEAM) voter
registration system, and $1.5 million to link
TEAM to the national Electronic Registration
Information Center.

Appropriations include an estimated $18.0 million
in General Revenue Funds for primary and primary
runoff election poll worker salary reimbursements
for fiscal year 2020. This amount includes

an increase of $3.0 million, which is intended

to raise the average poll worker compensation

