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CHARGE 1

Study the effectiveness of cash management strategies of the state. Review the
guarterly amount of cash on hand and its use and potential to generate excess
returns. Include an assessment o cash flow problems that exist in school districts
and request that the Comptroller of Public Accountsreport on the additional short-
term borrowing needed and the potential impact on bond ratings if legisation is not
passed which allows for the “smoothing” of state paymentsto school districts.

Public Hearing:

The Senate Finance Subcommittee on Genera Government Issues met on Thursday,
September 10, 2008, in the Capitol Extension, Room E1.036, at Austin, Texas, to hear
testimony related to the interim charge listed above. The agenda for that hearing,
including a list of invited and public witnesses, is attached (see Appendix A).

Background:

Using a property value-based payment category system, the State of Texas distributes
Foundation School Fund (FSF) payments to school districts in varying amounts
throughout the fiscal year to accommodate the unique needs of each payment category.

For school districts in payment category 1 (districts with property value less than 1/2 of
the statewide average), the FSF disbursements are spread relatively evenly throughout the
year. For districts in payment category 2 (districts with property value at least 1/2 of or
equa to the statewide average) and districts in payment category 3 (districts with
property value above the statewide average), a significant percentage of a district's annual
entitlement is delivered in the first few months of the state's fiscal year.

Because the districts in payment categories 2 and 3 are more reliant on local property tax
revenue to fund operations, this front-loaded disbursement schedule has traditionally
been viewed as an acceptable way to fill the financial gap that exists for school districts
between the start of the school year and the receipt of those local property tax revenues,
which are generally collected in December or January.

However, during the 3rd Called Session of the 79th Legislature, legislators passed House
Bill 1, which reduced local property taxes by one-third, replacing them with revenue
collected through the new margins tax and general revenue. Those property tax buy-
down funds are delivered through the payment category-based schedules, which
significantly increases the state's cash needs at the beginning of the fiscal year, severa
months before the margins tax is collected.

Tax and Revenue Anticipation Notes

Just as most school districts need operational funds months before their local property
taxes are collected, the State of Texas must obtain funds to cover the gap that exists



between the time when disbursements are made to school districts and the receipt of
revenue from the margins tax. The state obtains these funds in the debt market, through
Tax and Revenue Anticipation Notes (TRANS).

According to the Comptroller of Public Accounts (Comptroller), the debt market could
easily accommodate, at rates favorable to the state, our short-term cash needs prior to the
property tax buy-down. But the dramatic increase in short-term cash needed to cover the
buy-down -- which is expected to grow year after year -- could be difficult to obtain due
to illiquidity in the debt market, could cost more due to a limited cash supply and could
have an adverse-effect on the state's bond rating.

Smoothing

During the 80th Legidative Session, the Legidature attempted to eliminate the state's
need to sell additional TRANS by adopting a system under which payments to school
districts would be spread more evenly throughout the year -- a process commonly
referred to as "smoothing." The smoothing proposal was part of Senator Robert Duncan's
Senate Bill 1848, which died in the Texas House of Representatives on a point of order
not related to the smoothing issue.

In response to a request made during a joint hearing of the House Appropriations
Subcommittee on Education and the House Select Committee on Higher and Public
Education Finance, the Comptroller has compiled a list of new smoothing options (see
Appendix B).

Conclusions;

Increased TRAN borrowing could impact our bond rating, and the current economic
climate could lead to increased borrowing costs and decreased availability of cash.
Striking a balance between assisting the school districts and protecting the state's fiscal
standing would be ideal, but the payment category system currently in place makes it
difficult to determine what individual schools districts need and when they need it.

Recommendations;

1. The Legislature should consider adopting a payment system that meets school district
needs while minimizing the cost to the state by borrowing only what is needed and
striving to work within a system more closely structured to the state's revenue stream.

2. The Legidature should consider adopting a just-in-time payment system that delivers
funds to school districts as needed.



CHARGE 2

Explorethe policy implications of allowing school districts, or other public agencies,
to participate in a permissive pooled collateral program which provides for the
centralization of collateral in a pool which will be tracked and verified to meet state
requirements.

Public Hearing:

The Senate Finance Subcommittee on General Government Issues met on Thursday,
September 11, 2008, in the Capitol Extension, Room E1.036, at Austin, Texas, to hear
testimony related to the interim charge listed above. The agenda for that hearing,
including alist of invited and public witnesses, is attached (see Appendix A).

Background:

Chapter 2257 of the Texas Government Code requires that public funds deposited in a
financia ingtitution be secured by eligible collateral, and the funds for each public entity
must be collateralized individualy.

For example, ABC Bank holds deposits for the City of XYZ and Good Apple
Independent School District.  Under current law, ABC Bank must collateralize each
entity's deposits individually. This could be accomplished by pledging separate United
States Treasury Notes for each account.

During the 80th Legidlative Session, Senator Robert Nichols and Representative Dan
Flynn filed similar bills (Senate Bill 1748 and House Bill 345) that would have permitted
the Comptroller of Public Accounts (Comptroller) to establish a pooled collateral
program. Under such a program, the Comptroller could allow for the creation of a
collateral pool for a single financia ingtitution's public deposits, or a centralized
collateral pool for two or more financial ingtitutions' public deposits.

Continuing with the hypothetical example laid out above, under the pooled collatera
legislation offered last session, the Comptroller could permit ABC bank to hold a single
security to collateralize the total deposits from the City of XYZ and Good Apple
Independent School District. It might also have been possible under the pooled collateral
legidation for the Comptroller to allow ABC Bank to share with a separate financial
ingtitution a collection of securities that could be used to collateralize al the public
deposits in both banks.

Critics of a pooled collateral program worry that such a program will provide insufficient
protection for public funds. Under the current system, public entities can negotiate a level
of collateralization that meets their unique local needs. If the statute is revised and the
Comptroller is permitted to create a pooled collateral program, critics argue that financial
ingtitutions will be better equipped to negotiate terms that prioritize reduced costs above



the responsibility of the public entities to protect and manage the public funds entrusted
to them.

Furthermore, critics argue that financial institutions current reporting requirements
position public entities to maintain necessary oversight of their deposits. Under the
pooled collateral legislation considered during the 80th Legislative Session, it would be
possible for the Comptroller to remove the requirement that reports regarding the value of
securities collateralizing a public entity's deposits be given directly to the public entity,
and that monitoring of the market value of collateral could be conducted by the
Comptroller.

Some critics have expressed concern that a pooled collateral program, if not structured
properly, could unfairly influence the market in away that would be detrimental to small
and independent financial institutions.

Supporters of a pooled collateral program say that such a program would lower the cost
of holding public funds, and that reduced costs could be passed on to taxpayers and free
up funds to be reinvested in the community.

To support the contention that a pooled collateral program would reduce costs and
streamline the securitization process, supporters point to sometimes significant
fluctuations in public entities account balances. Under current law, pledged collateral
must be no less than 100% of the value of the public deposits, including any accrued
interest, minus the value of the deposit covered by the Federa Deposit Insurance
Corporation. Permitting pooled collateral, supporters argue, would alow financia
ingtitutions to provide sufficient protection of public funds by collateralizing based on
aggregate need, and eliminate the wasteful cost of pledging collateral 365 days a year for
deposits that might not reach their peak outside of a single fiscal quarter.

Conclusions;

Pursuing the development of a pooled collateral program may reduce the cost of
collateralizing public funds, allowing savings to be passed on to the taxpayer and freeing
up funds to be reinvested in the community. The ultimate goal, whether the Legidature
adopts a pooled collateral program or not, should be improving fiscal management and
security of public funds. Local control is essential to the success of a pooled collateral
program, as it ensures that public entities can negotiate a collateral package that works
best for them and their taxpayers.

Recommendations;

The Legidature should consider adopting a pooled collateral program that provides
sufficient security for public funds by setting an adequate collatera "floor,” allows local
entities and the state to maintain sufficient oversight of the value of their collateral,
protects public funds by including harsh penalties for under-collateralization, and protects
market integrity by avoiding any barriers to competition.



CHARGE 3

Compile alist of significant state assets and infrastructure, including but not limited
to the state lottery and state real property, and determineif each asset isbeing used
to the highest and best use possible in the interest of taxpayers of Texas. Where
appropriate, provide analysis of alternative uses of underperforming assets,
potential cost savings or revenue gains and the legislative actions that would be
needed to make the changesthat arein the best interest of taxpayers.

Public Hearing:

The Senate Finance Subcommittee on General Government Issues met on Thursday,
September 11, 2008, in the Capitol Extension, Room E1.036, in Austin, Texas, to hear
testimony related to the interim charge listed above. The agenda for that hearing,
including alist of invited and public witnesses, is attached (see Appendix A).

Background:

The State of Texas does not currently maintain a centralized, comprehensive list of state
assets, such asreal property, personal property, infrastructure, cash and revenue streams.

The General Land Office does produce -- under the direction of Chapter 31 of the Natural
Resources Code -- a Real Property Evaluation Report that reviews and evaluates certain
state real property once every four years, but there are state agencies and state-owned
properties exempt from this process.

Although there is obvioudly great value in identifying the assets that the state maintains
and how the market values those assets, the Legidature has not adopted a policy defining
what is and what is not a state asset. While traditional definitions -- like those used in
private enterprise -- can be applied, the question of whether or not ou assets are being
used to the highest and best use possible in the interest of the taxpayers of Texas is not as
easily answered utilizing traditional, private industry definitions.

Legidlative Budget Board

In response to the interim charge listed above, the Legidative Budget Board (LBB)
produced the Capital Asset Inventory Research Report. Included in the report is data
collected from the state property accounting system, real property evaluation data,
pension fund valuations and cash balances in general revenue related accounts.

While the LBB's report is a helpful first step in our attempt to shape the state's vision of
asset valuation and management, it ultimately leaves the reader with more questions than
answers regarding what assets the state maintains and what they are worth.

The report reveals that reporting processes related to asset valuation vary from agency to
agency. Furthermore, the asset valuations provided by each state agency are generally



not based on market value. Under the accounting practices employed by most state
agencies, persona property, equipment, software and improvements (such as buildings)
are assigned a net book value -- which includes depreciation -- and much of the state's
real property is assigned its historic value, rather than its market value.

Other shortcomings identified during our interim research include a lack of information
regarding debt to equity ratios for most state assets and the absence of individual
valuations for some of the state's largest investments, such as highway infrastructure.

Conclusions:

The lack of a state policy regarding asset valuation and management leaves the state with
an incomplete list of assets, an inaccurate picture of the market value of its assets, and
makes it difficult to determine if the state is using its assets at their highest and best use.

Recommendations;

The Legidlature should consider adopting an asset valuation and management policy that
includes state agency reporting requirements and valuation parameters for real and
personal property, revenue sources, and cash and pension fund balances.

CHARGE 4

Study the funding of county public hospitals and the role neighboring counties
without a county hospital should play.

Public Hearing:

The Senate Finance Subcommittee on General Government Issues met on Thursday,
September 11, 2008, in the Capitol Extension, Room E1.036, in Austin, Texas, to hear
testimony related to the interim charge listed above. The agenda for that hearing,
including a list of invited and public witnesses, is attached (see Appendix A).

Background:

According to the U.S. Census Bureau's Current Population Survey (2007), approximately
25% of Texans are without health insurance. While the state maintains programs such as
Medicaid and the Childreris Health Insurance Program to provide health care coverage to
qualified Texans, there is a large population of lowincome Texans who do not qualify
for these programs, and our state's counties -- along with state-run hospitals, public
universities, and not-for-profit hospitals and clinics -- ultimately serve as the health care
providers of last resort for these Texans with nowhere else to go.



Texas Counties

Under the Indigent Health Care and Treatment Act passed in 1985, Texas counties must
offer basic hedth care to indigent residents. Counties can provide this care through a
hospital district, a public hospital or a county indigent health care program.

Under the indigent health care system laid out in Chapter 61 of the Health and Safety
Code, counties are responsible for reimbursing health care providers for basic services
rendered to eligible county residents, which is defined in statute as residents with income
less than 21% of the federal poverty level. However, the reimbursement requirement is
capped at 8% of a county's general revenue tax levy. Counties spending in excess of 8%
are eligible for state assistance through the State Assistance Fund.

Uncompensated care

While most Texas counties maintain some basic system of health care for indigent
residents, the need for specialized services or higher level trauma care often lead Texans
away from their county of residence to neighboring counties offering more advanced
services. Large hospital districts with regional medical centers -- such at those found in
the state's urban centers -- often attract patients from outside the districts' service areas.
However, this situation is not limited to urban-area public hospitals and is a concern for
all counties -- regardless of size or method of indigent health care delivery -- who provide
services to patients from neighboring counties.

Hospital districts and county hospitals providing health care for non-residents can obtain
reimbursement from a patient's county of origin, but only if the services provided to that
patient are offered by the county indigent health care program in the patient's county of
origin, and the patient meets the county of origin's eligibility requirements.

Emergency rooms services -- which the state's uninsured rely on to treat ilnesses that
might have been avoided through preventive care -- must be provided, under federal law,
to anyone requiring emergency assistance. The state does not require a patient's county
of origin to reimburse health care providers for emergency care services provided to non
residentsif that patient does not meet his’her home county digibility requirements.

Senate Bill 10 Medicaid Reform and Medicaid waiver

Senate Bill 10, which was passed by the 80th Legidature, seeks to reform the state's
Medicaid program and increase the percentage of Texans with health care coverage.

The reform package was designed to work in conjunction with state efforts to obtain
federal approval of using additional money appropriated by the 80th Legidature to draw
down additional federal funds for the state's safety-net hospitals, without reducing the
federal payments those hospitals currently receive for treating the uninsured.



For more information on Senate Bill 10 and the state's Medicaid reform waiver, please
visit http://www.hhs.state.tx.us/medicaid/reform.shtml.

Conclusions:

The question policy makers ultimately must answer is should we restructure the current
indigent health care system, which is primarily funded by property taxes, or should the
state increase its responsibility under the Medicaid program or other programs that
increase health care coverage?

When the Legidature passed Senate Bill 10 last session and applied for the federal waiver
referenced above, they embarked on a path that should begin the process of removing
much of the indigent heath care burden from property tax payers, decrease
uncompensated care costs for county public hospitals and bring more of our federa
dollars back to Texas.

Ultimately, the state's goal should be to make insurance available for more Texans and
optimize the health care provided for each tax dollar invested.

Recommendations;

1. The Legislature should continue to pursue innovative opportunities to make health
insurance available for uninsured Texans, such as health care co-ops, three share
programs and tax incentives for employers who provide private coverage for their
employees.

2. The Legidlature should support the state's effort to win approval of the Medicaid
waiver.

CHARGE 5

Review and evaluate appropriate state regulation of a private operator of the state
lottery should the state receive bids for a lease of the lottery that merit strong
consideration. Provide recommendations for ensuring the security and integrity of
the lottery and for adequate consumer protections. (Joint charge with Senate State
Affairs Committee)

Public Hearing:

The Senate Finance Subcommittee on General Government Issues met in a joint hearing
with the Senate State Affairs Committee on Thursday, August 27, 2008, in the Capitol
Extenson, Room E1.036, in Austin, Texas, to hear testimony related to the interim
charge listed above. The agenda for that hearing, including a list of invited and public
witnesses, is attached (see Appendix A).
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Background:

On October 16, 2008, the Office d Legal Counsel of the U.S. Department of Justice
(DQJ) issued an opinion interpreting federal statutory provisions relating to state-run
lotteries. In that opinion, the DOJ concluded that a State must exercise control over a
majority of business decisiors at the lottery as well as retain most of the equity interest in
the profits and losses of the lottery in order for it to be considered to be "conducted by a
State" and thereby permissible under federa law. The DOJ concluded that a state-run
lottery may enter into a contract to provide goods and services necessary for the operation
of the lottery; however, a long-term lease to a private operator would not permissible.

See Scope of Exemption Under Federal Lottery Statutes for Lotteries Conducted by a
State Acting Under the Authority of State Law, 32 Op. Off. Legal Counsel (Oc. 16,

2008). The full text of the DOJs opnion can be found at
http://www.usdoj.gov/ol ¢/2008/state-conducted- | otteries101608. pdf.

Conclusions;

While the full impact of the DOJs opinion has not yet been determined, its issuance
should lead to the cessation of further consideration of lottery privatization until the
opinion can be reviewed by the appropriate legal resources and the advisability of
investing the state's time and resources in reviewing the question of privatization can be
weighed.

While the recent DOJ opinion casts a shadow over the prospect of leasing the lottery to a
private operator, the lottery is a state asset that could be included under the state asset
valuation and management plan as recommended in the Finance Subcommittee on
General Government's interim report on state assets.

Recommendations:

None
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December 2008

The Honorable David Dewhurst
Lieutenant Governor of the State of Texas
Members of the Texas Senate

P.O. Box 12068

Austin, Texas 78711

Dear Governor Dewhurst and Members of the Texas Senate:
The Senate Committees on Education and Finance are pleased to submit their final

interim report with recommendations for consideration by the 81st Legislature in
preparation for the regular session.

Respectfully submitted,

Senator Florence Shapiro, Chair Senator Steve Ogden, Chair

Senator Kip Averitt Senator Judith Zaffirini, Vice-Chair

Senstor Bob Deugll Senator Robert Duncan a

Senator Fevin Tliife ) Senatar Tre vy Fraser

Senator Chris Hatris Senator Joan "Chiss™ Hincjosa
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CHARGE TO THE SENATE COMMITTEES ON
EDUCATION & FINANCE

ERn—

Joint Charge to the Senate Committees on Education and Finance:

1. Review and make recommendations that address the state's facility
infrastructure needs for public schools, ensuring that funding remains stable,
reliable and equitable. Examine the need for funding adjustments for factors
that affect the need for facilities, such as fast growth, age and condition of
facilities, adequacy of space, construction and land costs, and concentration
of students requiring smaller class sizes. Assess the impact on property
taxpayers of "rolling forward" the Existing Debt Allotment (EDA) each
session and the change in biennial appropriations for the Instructional
Facilifics Allotment (IFA}.

SENATE CORMMITTELS IOTNT REPORT TC THE
0N EDUCATION & FINANCE S187 LEGISLATURE
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EXECUTIVE SUMMARY

Joint Charge - Facilities

1) Make efforts to expedite the IRS approval of the multiplier increase. If
this increase proves unlikely in the near future, Texas should explore
alternate means of guaranteeing district bond issuances.

2) Combine the existing facilities funding programs, IFA and EDA, into a
single tier of equalized facilities funding.

3) Continue to ensure delivery of start-up facilities funding to the state's
lowest property wealth districts.

4) Provide predictable state support in facilities assistance for school
districts.

5) Provide funding support for the unique facility needs of fast growth
districts.

6) Limit what qualifies for state facilities assistance.

7) Provide incentives for cost-effective construction and efficient facility
planning and maintenance.

8) Grandfather current lease-purchase agreements, but prohibit fisture lease
purchases.

BENALE COMBITTEDS : - JOINY REFORT TO THE
O EDTICATEIN & FINANCE 3I8T LUGISLATURE
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FACILITIES

Joint Charge to Senate Committees on Education and Finance: Review
and make recommendations that address the state's facility infrastructure
needs for public schools, ensuring that funding remains stable, reliable
and equitable. Examine the need for funding adjustments for factors that
affect the need for facilities, such as fast growth, age and condition of
facilities, adequacy of space, construction and land costs, and
concentration of students requiring smaller class sizes. Assess the impact
on property taxpayers of "rolling forward" the Existing Debt Allotment
(EDA) each session and the change in biennial appropriations for the
Instructional Facilities Allotment (IFA).

The Senate Education Committee and the Senate Finance Subcommittee on
General Government Issues held a joint hearing on August 27, 2008 and
received both invited and public testimony on the joint interim charge on
facilities. Recordings of the hearing are available via the Education
Committec's webhsite and may be found at

hi/www. senate, state £x.us/7 Srfsenate/conmit/ e 5300 330.him or the
Senate Finanee Committes's website at

bt/ wewwe senate state txous/7 Se/senatg/commit/e340/¢540 htm,

Facilities Programs

Recommendations

1} Make efforts to expedite the RS approval of the multiplier increase. If
thia increase proves unlikely in the near future, Texas should explore
alternate means of guarantecing district bond issuances.

2y Combine the cxisting facilities funding progeams, IFA and EDA, into a
single Her of cqualized facilities funding.

3) Ensure delivery of start-up facilities funding to the staie’s lowest property
wealth distriets.

4) Proyide pradictability in facilities assistance for school districts.

5) Provide funding suppost for the unique facility needs of fast growth
distriets.

: e :
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6) Limit what qualifics for state Facilities assistance,

7) Provide incentives for cost-effective construction and efficient facility
planning and maintenance.

8) Grandfather current lease-purchase agreements, but prohibit future lease
purchases.

Commiitee Comments

The state operates several [acility assistance programs. Under the Texas
Constitution, the state guarantees district bonds allowing districts to enjoy
the highest bond rating and avoid private bond insurance costs.' The
guarantee program backs bonds in an amount determined by a multiple of its
COIPUS.

To deal with declining capacity, the 80th Legislature increased the multiplier
from2.5toupto 5° The IRS must approve the use of a greater multiplier.
This review has yet to oceur,

At the August 27th hearing, the bond guarantee program could support §57.3
billion in guarantecs with $52.2 billion outstanding.” This leaves 52 billion
in capacity since $3 billion is kept in reserve for emergencies.' Along with
billions of dollars in district bond authority outstanding and market
fluctuations, the program will likely exhaust its capacity.

Alternatives to the bond guarantee program include credit enhancement
programs or state-intercept programs. However, these programs will not
likely afford the same level of bond guarantee.”

Established in 1997, the instructional facilities allotment (IFA) provides
state aid for debt service for new instructional facilities, additions or
renovations.” Eligibility for this allotment is generally based on wealth with
other mitigating factors.’

The existing debt allotment (EDA) provides state aid for debi service not
covered by IFA.Y Tt covers debt issued prior to a date established by the
legislature. For budget certainty the coverage date includes debt issued prior
to the fiscal biennium covered by the appropriations bill. Each session since
its inception, the legislature "rolls forward" the coverage date to cover the
two years that elapsed since the previous coverage date.

SENATE COMMITTEES JOINT REPORT TO THE
0N EDUCATION & FINANCE B1ST LEGISLATURE
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- == IFA and EDA create inefficiency and
Budgfr[.id SE':[E::EWE“‘FHWW ®0 W uncertainty in district facility planning. IFA
A, . and NIFA : : ;
REAT and EDA provide assistance for different
$852 million types of facilities. Rather than efficiently
FY 2000 planning facility needs, the uncertainty in
e T coverage by IFA and EDA causes districts
to plan around program eligibility windows. By combining [FA and EDA
and ensuring start-up assistance for low wealth districts, the state could
create a more predictable and efficient facility assistance program.

Since EDA and IFA decrease the taxes needed by local districts, thesc
programs provide local tax relief.” This state assistance resulted in tax
reduction of 12 cents in FY 2008 and averaged 12-14 pennies over the last
four biennia."" The guaranteed yield amounts for EDA and IFA were set at
$35/ADA in 2000."" The number of pennies guaranteed under EDA
increased from 12 to 29 cents in 2001."

The state has no formal definition of a fast growth district. There are 112
districts with 1.9 million children that identify themselves as fast growth
districts.'* Tn 2007-2008, the average interest and sinking (I&S) rate of these
districts was 29 cents, about 10 cents higher than the remaining districts."
Currently, only 68.4 percent of students attend fast growth districts that are
cligible for state assistance, and this percentage declines each year.'” This
reality compounds the pressure faced by fast growth districts to ensure
facilities for the influx of students, a need that ofien exists prior to the
increase in tax base to support the construction, This conundrum can also
inhibit districts’ efforts to meet state tax issuance limitations on bond
issuances, which causes these districts to elongate the life of the bonds
costing local taxpayers interest.

Ultimately, school districts propose bond packages and local voters approve
or reject them. Some interested parties have concerns regarding district
practice in designing, promoting, and using facilities.” The state's school
performance review identified some recurring problems:
» Lack of formal, comprehensive, board approved facilities master plans
that include future maintenance and building needs.
* Failure to analyze the use of current facilities including the use of
enrollment projections for that analysis.

SENATE COMMITTEES WHNT REPORT T0 THE
O EDUCATION & FINANCE R15T LEGISLATURE
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* Lack of policies for the use and monitoring of portable classrooms.

* Failure to use building prototype designs to control costs,

»  No staff member assigned to oversee facilities planning and
construction.'”

The new instructional facilities allotment {NIFA) provides funds to help
offset the start-up costs of new campuses for the first two years.” To deal
with proration issues, the 80th Legislature provided additional funding.

Charter Schools

Commiitee Comments

In 1995, Senate Bill 1 allowed the operation of charter schools in Texas."
Free from the normal restrictions placed on traditional public schools,
charter schools exhibit great variances in their missions, operations, and
performance. Some characterize charter schools as the research and
development sector of public schools, Some charter schools, such as North
Hills Preparatory, consistently rank among the top high schools in the nation
according to Newsweek.™ Charters achieve this success with student
populations that range from relatively homogenous to traditionally
considered "hard to scrve”

Charters receive no state funding for facilities and must either dedicate state
revenue, which is needed for operations, or raise the money privately.” The
lack of funds necessary to build adequate instructional facilities inhibits
charters' ability to replicate and provide quality options.” The lack of
equitable funding forces charters 1o look toward elementary and middle
schools rather than urban high schools.™
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Iml.

A. Review and evaluate appropriate state regulation of a private scctor operator of the state
lottery should the state recelve bids for a lease of the lottery that merit strong consideration.
Provide recommendations for ensuring the sccurity and integrity of the lottery and for adequate

Appendix

JOINT HEARING AGENDA
Henate State AlTuirs Committee
Senator Robert Duncan, Chainman and
Senate Finance Subcommittes on General Government Jssues
Senator Kip Averitt, Chairman
Wednesday, August 27, 2008, 900 am.
Capitol Extension E1.036

CALL TO ORDER

ROLL CALL

COMMITTEE BUSINESS

consumer protections.

X

V.

I. Invited Testimony

a. Legislative Budget Board - Scost Dudley, Manager, Extimares and Revenwe Team

b, Goldman, Sachs & Co. - Jokn Ma, Managing Divecior

LBS Investment Bank - Thomas Geborme, Managing Divecior, Americas

Infragteucture/Privatization Group

Lehman Brothers - Bradiey Tusk, Senior Vice Prexident
Morgan Stanley - Rob Collins, Head of Municipal Infrastructure
Christiansen Capital Advisors, LLC - Fugene Christiznsen

¢, Texas Christian Life Commission - Swzl Payefer, Direcior of Christion Life

Commission of the Baptist General Convention of Texas
Texans Against Gambling - Wesron Ware, Legislative Director

d. Texas Lottery Commission - Anthony Sadburry, Executive Director

Public Testimony

RECESSATMNOURN
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Finance
August 27, 2008 - 9200 AM

FOR:
Tusk, Bradley  {Lehman Brothers), New York, NY
AGAINST,;
Paynter, Susan  {Christian Life Commission, Bapt, Convention of Texas), Dallas, TX
Turner, Lucille  (Self), Cedar Park, TX
Ware, Weston  (Texans Against Gambling), Cedar Hill, TX
O
Christiansen, Eugene  (Christian Capital Advisors, LLC), New York, NY
Collins. Rob  (Morgan Stanley), Chicago, IL
Diedley, Scott (LEB), Austin, TX
Grief, Gary  (Texas Lottery Commission), Austin, TX
Kohler, Rob  (Christian Life Commission of Baptist General Convention), Austin, TX
Mo, John  (Goldman, Sachs & Co., Mew York, NY
Osborne, Thomas B, (UBS Investment Bank), Mew York, WY
Parrish, Deborah  (Self), San Antonio, TX
Sadberry, Anthony J. (Texas Lottery Commission), Austin, TX
ool 1 iz
Against:
Baker, Lula  {Self), Liberty Hill, TX
Bradley, Frances  {Self), Cedar Park, TX
Payne, Nellie  (Self), Cedar Park, TX
Wentwarth, Zevertine 7. (Self)y, Leander, TX

Anger, Michael (Texas Lottery Commission), Austin, TX
Bresnen, Steve  (Bingo Imterest Group), Awestin, TX
Cox, Ir., James A, (Texas Lottery Commission), Austin, TX
Pvka, Kathy  (Texas Lottery Commission), Austin, TX
Thomas, Ajay  (Morgan Stanley), Austin, TX
il ; "
Far:
Mliterko, John A, (Texas Coalition of Veteran Organizations), Austin, TX
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AGENDA
Wednesday, Augast 27, 2008
Capitol Extension, E1 036
11:00 a.m. or 30 minutes upon adjournment of the Senate Committee on State Affairs and
the Finance Subcommitiee on General Government Issues

k Call to order
11, Commiliee Business
ML Opening Remarks

V. Interim Charge: Review and make recommendations that address the state’s facility
infrastructure needs for public schools, ensuring that funding remains stuble, relizble and equitable.
Examine the need for funding adjustments for factors that afTect the need I'ar facilities, such as fast
growth, age and condition of facilities, adequacy of space, construction and land costs, and
congcentration of students requiring smaller class sizes. Assess the impaet on property laxpayers of
“ralling forward” the Existing Debt Allotment (EDA) each session and the change in biennial
appropriations for the Instructional Facilities Allotment (1FA).

1. Invited Testimony
John MeGeady, Manager, Legislative Budget Board Public Education Team
Lisa Dawn-Fisher, Deputy Associate Commissioner School Finance, Texas Education
Agency
Karen Rue, Ed.T., Superintendent of Northwest 150, and Chair, Fast Growth School
Coalition
Wayne Pierce, Ed.D,, Executive Director, Equity Center
Peggy M. Venahle, State Director of Americans for Prosperity, Member of the Texas
Center for Education Research Board
Phil Monigomery, Chairman, Uplifi Education

W, Public Testimony

YL Recess
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Finance

August 27, 2008 - 11:00 AM or 30 minutes upen adjournment
Roint Tntérini C

FOR:

ON:

Torres, George H. Deputy Superintendent Business (Northside IS0, San Antonio, TX

Wheat, Lawra Mayor - Town of Westlake; Board President (Westlake Academy),
Westlake, TX

Anderson, David General Counsel (Texas Education Agency), Austin, TX
Calbert, Paul Consuliant (Self; El Paso 1SD), Houston, TX

Dawn-Fisher, Lisa Depty Assoc. Conm, for School Finance {Texas Education
Agency). Austing TX

MeGeady, John Manager, Public Education Team (LBB), Austin, TX
Montgomery, Philp Chairman of the Board (Uplift Education), Dallas, TX
Parrish, Deborah L. Retired Texas Teacher (Self), San Antonio, TX
Pierce, Wayne Executive Director (Equity Center), Pllugerville, TX

Rue, Karen Superintendent, Morthwest 18D (Fast Growth School Coalition and
Morthwest 15D, Fort Worth, TX

Venable, Peggy Director {Americans for Prosperity), Austin, TX

Providi ;

On:

[(uncan, Wesley Assistant Director for Governmental Relations {Texas Association of
School Boards), Austin, TX
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HEARING AGENDA
SENATE FINANCE SUBCOMMITTEE ON GENERAL GOVERNMENT ISSUES
SENATOR KIP AVERITT, CHAIRMAN
WEDNESDAY, SEPTEMBER 10, 2008, 10:00 A.M.
CarimoL EXTENSION E1.036

L. Call to Order
IL. Roll Call
I1I. Committee Business
Charge #1: Study the effectiveness of cash management sivategies of the state, Review the quarierly
amoun! of cash on hand and iox wse and potential fo generate excess retrns, fnclude an assessment of
cash fow prablems thai exist in school districts and reguest that the Comprrotler of Public Accounts
report on the additional short-term borrowing necded and the porensial impeect on bond ratings i
legislation is not passed which allows for the “smoothing " of siate payments lo school districts,

A, Invited Testimony

l. Comptrolier of Public Accounts - John Heleman, Chief Revenue Estimator

I Texas Education Agency - Lisa Dawn-fisher, Deputy Associate Commivsioner School
Finance

3. Texas Association of School Business Officials - Grwen Santiogo, Executive Divector
B. Public Testimony
Charge #3: Compile a list of sigrificant state assets and infrastructure, including but not limited fo the
stote foftery and sfate real property, and determine i each asser is being wsed fo the highest and best ize
possible in the imterest of taxpayers of Texas, Where appropriate, provide analysis of alternative uses af
underperforming arsets, potential cost savings o revenue gaing and the legivlative actiors thai would be
needed fo make the changes that are in the best interest of tagpayers,
. Invited Testimony
I. Lemslative Budget Board - Keith Yawn, Analys

2. Texas Facilities Commission - Edward Johnson, Executive Director

1. General Land Office - Hal Croft, Deputy Commissioner Asset Management
D. Public Testimony

IV, Recess/Adjourn
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Finance
September 10, 2008 - 10:00 A
Interim Charge #1
(1
Dawn-Fisher, Lisa Deputy Asseciate Commissioner School Finance (Texas Education
Apenicy)
Heleman, John Chief Revenue Estimator {Comptroller of Public Accounts)
Santiago, Gwen Executive Director (Texas Association of School Business Officials)
Cim:
Duncan, Wesley  (Texas Association of School Boards)
Interim Charge #3
M

Croft, Hal Deputy Commissioner - Asset Management Division (General Land Office)
Johnzon, Edward Executive Director (Texas Facilities Commission)
Yawn, Keith Staft (LBB)
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HEARING AGENDA
SENATE FINANCE SUBCOMMITTEE 0% GENERAL GOVERNMENT ISSUES
SENATOR KIP AVERITT, CHAIRMAN
THURSDAY, SEPTEMBER 11, 2008, 140:00 A,
Carron ExTENsIoN E1.036

I Call to Order
1. Foll Call
I,  Committes Business

Charge £4: Study the funding of county public hospiials and the role neighboring counties without o county
hospital showld play,

A Invited Testimony

I. Health and Human Services Commission - Tom Suels, Deputy Executive Commissioner for
Financial Services

2. Comptroller of Public Accounts - Roberr Wood, Directar Local Government Assistance and
Eronomic Developmes

3. County Judges and Commissioners Association of Texas - James P, Aflison, CGeneral Counsel
4. Conference of Urban Counties - Donald Lee, Executive Direcior
5. Tenns Hospital Association - Charles Saifey, Senior Fice President/General Counsel
., Teaching Hospitals of Texas - Sofn Guest, President/CEQ
7. Texas Organization of Rural and Community Hospitals - David Pearson, President/CEO
B. Public Testiinony
Charge #2: Explove the policy implications of allowing school districts, or other public agencies, fo pariicipate in
a permissive pocled collateral program which provides for the centralization of collateral in o pool which will be
tracked and verified to meet stale requirements,
C. Invited Testimony
1. Comptroller of Public Accounts - Tom Seelker, Divector, Treasury Operations
2. Texas Bankers Association - Fredrick M. Smith, 5r, Presidem/CEQ

3. Independent Bankers Association of Texas - Steve Scurlock, Executive Fice President

4. County Treasurers - Dolores Ortega Carier (Travis County) and Vivian Wood
(Willicmson County)

. Public Testimony

IV. Recess/Adjoum
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Finance
September 11, 2008 - 10:00 AM
Interim Charge $#2
FOR:
Foley, Patrick Banking (Wells Fargo Bank), Las Vegas, NV
Smith, Frederick M. Trade Association Executive (Texas Bankers Association)
AGAINST:
Alfaro, Ar City Treasurer, City of Austin (Government Finance Officers Association of
Texas)
OM:
Crega Carter, Dolores County Treasurer (County Treasurers)
Scurlock, Steve Association Execulive (Tndependeni Bankers Association of Texas),
Austin, TX
Smelker, Tom Director, Treasury Operations. (Comptroller of Public Accounis),
Austin, TX
Wood, Vivian L. Williamson County Treasurer (County Treasurers Association of
Texas), Georgetown, TX
O
Mayes, Mary E. Investment Manager (Goversiment Treasurers Organization of TX),
Austin, TX
Imterim Charge #4
AGAINST:
Adams, Chad County Judge (Ellis County)
M

Allison, lim General Counsel (County Judges and Commissioners Assn. of TX),
Austin, TX

Bailey, Charles Attorney (Texas Hospital Association), Austin, TX

Delgado, Evelyn Asst. Commissioner {Tx Dept of State Health Sves), Austin, TX
Giuest, John A, President/CEQ (Teaching Hospitals of Texas), Austin, TX

Lee, Donald Executive Director {Texas Conference of Urban Counties), Austin, TX

Pearson, David  Association Executive (Tx Organization of Rural and Community
Huospitals)

Self, Keith Collin County Judge {(Collin County)
Suehs, Thomas Deputy Executive Commmissioner for Finance (HHSC)

Wood, Robers Director, Local Govt Assistance and Economic Development
(Comptroller of Public Accts)
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Options for Spreading of State

Payments to School Districts
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Historically. school districts do net begin 1o receive their local revenue from property taxes until December, In 1995,
the Texas Legislature adopied a payment schedule that shifis more state payments 1o districts in the first quarter
{Septemnber through November) of the fscal vear.

Following the passage of HLB, |, 79th Legislature, 3rd C.S., slale payments to school districts each moath NOw
include the additional state money to offset the reduction of local property laxes. The property tax relief in H.B. 1
significantly increased the states payments to school districts, increasing the masxdimum cash need in the General
Revenue Fund in the fist quarter of the fiscal vear.

Trying to sobve the revenue and expenditures mismatch is 2 complex Issue with no simple solution and many ways
e approach this issue.

The Comptrolter of Public Accounts used Fiscal Year 2011 the second vear of the 20010-2011 biennium, as the
model year when developing the five propesed options. Expenditures are typically higher in the second vear of the
biennium, Fiscal Year 2010 is the first year the Texas Legislature may use the $3.0 billion set aside in the Property
Tax Relief Fund by the 80th Legislatare to pay for property tax relief, The following information was wsed to esti-
mate the fiscal impact of the following options. These figures are estimates,

+ General Kevenue Fund - In Flscal Year 2011, the cash ow low point is estimated to be S10.0 billion and will
occur i mid-Decermber,

+ State Expenditures for Education - In Fiscal Year 2011, state payments to school districts are expectad to total
$20.2 hillion, including the increased state payments to school districts, During September through Nevember
of Fiscal Year 2011, school districts would receive $10.0 hillion. The remaining $10.0 billion would be dishursed
later i the year,

+ State Revenue Collection - In Fiscal Year 2011, the Franchise Tax (now based on margin} is estimated to
generate $6.0 billion in state revenue, the majority of which will be received in May of 2011 with a seftle-up in
Angust.

» State Cash Management Tool - The state sells Tax and Revenue Antlcipation Notes (TRANs) 1 generate cash
in the first quarter of the fiscal year (September - November), In Fiscal Year 2011, the estimated TRAN amodunt
ia S1000 hillion.

The options are presented in the order of how much they reduce the state’s cash flow borrowing need.

These options were pregared solely in response to the directive received by this offlce during the hearing held by the
House Appropriations Subcommittes on Education and House Select Committes on Higher and Public Education
Fimance on fanuary 16, 2008, and should not be construed as this agency® recommenidation, support or endorse-
ment of any or all of these options.,

State af Texas Treasury Oyperations - Optiens for Spreading of State Paymerts to Sohoo! Districts i
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Collect the Franchise Tax on March 15 and Shift Increased Funding Associated with
H.B.1, 79th Legislature, 3rd C.8. Disbursement to January through March

Change Description
State Paymerits to ldependant Selhosl Distdsts U508 | Yes l f:‘irmﬁ":‘;’;ﬁ;ﬁ PayMEnts o505t

Mo the Franchise Tax coflection to March 1%

Stare Revenue Collection = Franchise Tax [ Wi, cummertly May 15).

State Projected Sorrowing - TRAN Lo g : m&%ﬁ:ﬁ:@ would bie 58,0 blllion. {currently
State Cash Flow in Genesal Resenue Fund | = !fﬂﬂgimﬂ;?::ﬁmﬁu months earkier
Description

+ Amend the Tax Code to move the original due date of the Franchise Tax to harch 15, from May 15,

« Franchise Tax is estimated to bring tn $6.0 billion per fAscal year,

+ State payments to 5D now include property tax relied increasing the state's obligation. (H.B. 1, 79th Legislaure, 3nd
50,

« Amend Education Code to shift the increased funding associated with H.B.1, 7%th Legistature, 3nd C5. portion
uf state payments to 150s and shift payments to the months of fanuary throwgh March,

Stakeholder Impac

« TH1000 bosinesses would be required to pay the Franchise Tax twe months earlier,

+ An estimated 250,000 Franchise Tax payments from businesses would be received, with the remaining businesses
having mo Hability.

« State payments to [SDs would change. 150s would receive less funding in the months of September through
Mowvernber.

= Total annunal state funding for schools, however, would not change, as $7.0 billion would be smoothed out in the
months of fanuary through March.

Pros

« Statey projected borrowing (TRAN] would be reduced by $2.0 billion.

« Barlier collection of the Franchise Tax helps states cash flow

+ Total annual state funding for schools would not change.

+ State payments to I5Ds would be a stightly modified version of Fiscal Year 2006 prior to the implementation of
property tax relief.

Cons

» Stote payments to IS8 would be smaller in the months of Seplember through Movemnber beginning in Fiscal Year
2011,

+ State may still have large bareowing needs, State may be required to use commercial paper or secondary markeis
1o sell the TRAN to generate more cash flow for state expenditures.

Srate of Texas Treasury Operations - Cptlons for Spreading of Slars Pipments 1o Sefonl Districn 3
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OPTION 1

Currant Law
Billions = Current Franchise Tax
55 ’ W Current State Aid

Sepl. Ocr” Mow D‘JE. dan: o5 Feb - Marn CCApe: May  Jute” Jul g
el -~ Fiscad Manths —-v—- o

Collect the Fram:hlse Tax on March 15 and Sh;ﬁ- Increas-ed Fundlng
Associated with H.B.1, 79th i.rglslature.. 3rd C.5: Dlshu rﬂment to
- January thmugh M.arch

Billions . .
R Propoded
55 i

Franchise Tax
B Proposed State Aid

]

. Sepr. Ocb - Mo Dec Cilan Beby Man fpro May lune s ddlyAug
+ : Flszal Months - e i
4 Saeite of Thocus Treasury Ohperations - Opticns (i Spreading of State Papmeits fo Schow! Districts

40



OPTION 2

Collect the Franchise Tax Semi-Annually and Shift Increased Funding Associated with
H.B.1, 79th Legislature, 3rd C.S. Disbursement to December through March

Changae Description
Shift 57,0 Billion of state payments to 1505 to
Stale Pa ts to IS0 b
bl g ik Decembier through March,
State Aevenue Collection - Franchiss Tax Yo Tax would be collected in January and May,

(currently collected amnwally May 15},
I Prajected TRAN would be 573 ballion. [cumently

State Projecied Borrowing - TRAN
e 4 i Yes $10,0 billian).
Sate Cash Flow in General Rovenee Fund | Yes Sernd-annual collection halps GR Fund's cash flow,
Description

Amend the Tax Code to collect the Franchise Tax revenue due on the original due date semi-annually, instead of
annually (May 15).

Tax would be collected in January and May, with a settle-up payment in August,

Franchise Tax is estimated 1o bring in 56.0 billion per fiscal year.

State payments to [SDs include property tax reliel which increased the state's obligation. (H.B. 1, 79th Leglalature,
Id .5,

Amend the Education Code to shift the increased funding associated with H_B.1, 7%th Legislature, 3rd C.5. por-
tion of state payments to 130s and shift payments o the months of December through March,

Stakeholder Impact

750,000 businesses would be required to pay the Franchise Tax on a seml-annual basis,

An estimated 250,000 Franchise Tax payments would be received, with the remaining businesses having no lkabil-
ity,

State payments to 15D would change. ISDs would receive less funding in the months of September through
HNovembes.

Total annual state funding for schools, however, would not change, as $7.0 billion would be smoothed out in the
mcmiths of December through March,

Pros

Earlier collection of the Franchise Tax helps the state’s cash flow, -
State’s projected borrowing (TRAN) would be reduced by $2.1 hillion.

Cons

State payments to 1SDs would be smaller in the months of September through Movember beginning in Flscal Year
1L

Mo significant impact on the state’s borrowing necds over time

States projected TRAM would be $7.9 billion.

State may still have large borrowing needs. State may be required to use commercial paper of secondary markets
to zedl the THAM to generate more cash flow for state expenditures.

Srade of Texas Tredsury Operafions - Oftions for Spreading af State PFayments fo Schoal Disteicts 5
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_OPTION 3

Shift Increased Funding Associated with H.B.1, 79th Legislature, 3rd C.S.
Disbursement to January through May (exclude Wealth Category 1 Districts)

Change Description

) i i ,
State Payments o 1SDs ; : e Shift $7.0 bill ion of sta‘{e payments toiSDs to

: : . . January thmugh May.
State Revenue Collection - Franchise Tax No No change.
State .P.rr'}}ected Borrowing - TRAN i S Yes Projected TRAN would be $74 0 hillion. (currentiy
L ! i : $10 billion): i
State Cash Flow in General Revenue Fund Yes Smoothing S?.‘t) billion of state payments to ISDs
helps GR Fund’s cash flow.
Description

+ State payments to ]SDs mclude property tax relief which increased the state’s obligation. (H.B. 1, 79th Legislature,
3rd C.S.).

+ Districts are divided by wealth category in the Education Code. Category I school district means a school district
having a wealth per student of less than one-half of the statewide average wealth per student. Category II school
district means a school district having a wealth per student of at least one-half of the statewide average wealth per
student but not more than the statewide average wealth per student. Category III school district means a school
district having a wealth per student of more than the statewide average wealth per student.

+ Only the increased funding associated with H.B.1, 79th Legislature, 3rd C.S. portion of state payments to ISDs in
Categpry 11 and Category I would be smoothzd o shifled ta the menths of Janvary theough May,

Fakeholder Impact

v State payments to ISDs in Latagcerv I and Category 1 would change. Those 1SDs would receive less ﬁ.ndmt, in
the months of September through November,

s Total anmnal state funding for schools, however, would not change, as $7.0 billion would be smoothed out in the
nwnths of Jansary throngh May.

Pros

« States projected berrowing (TRAN) would be reduced by $2.0 billion.

« State payments to T80 in Category 11 and Category I would be a slightly modified version of payments in Fiscal
Year 2006 prior to the implementation of property tax relief

= Total annual state funding for 18D would not change.

+ State payments to Category T ISDYs weuld remain the same.

Cong
« State paymenis to ISDs in Category 1T and Category 111 would be smaller in the months of Septermber through
November beginning In Fiscal Year 2011
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OPTION4

Adopt a 1/12th Allocation to School Districts and School District Property
Taxes Paid in Semi-Annual Installments

Change Descr(ptlon
‘State Payments t6 1SDs ; 3% it Yes Smooths or Ievels state payments t015Ds
; ; : ; throughout year.
State Revenue Collection - Franchise Tax No No change.
State Projscted -Bczr.'rowi'r;g R T Pro;ected TRAN wouEd be 56.6 billion, (currently
T : 1 $10.,0 billion). :
State Cash Flow in General Revenue Fund | Yes Helps GR Fund’s cash flow.
Description

» Amend the Education Code to smooth state payments to school districts. State would make twelve equal payments —
approximately $1.7 billion per month - to districts.

+ Amend Tax Code to have homeowners pay property taxes semi-annually due in two installments before August 1
and February 1.

Stakeholder Impact

+ State payments to ISDs would change ISDs would receive less fundmg in the months of September through
November.

« Tota! sonnal state funding for schools, however, would not change.

« All property taxpayers would be affected.

« To aveid delinquency; one-half of estimated annual proparty taxes would b pabd before Acgust 1 and the
remairdng balanice weould be pald before the current delinguency dake of Feb:ﬂ.la_‘l"’ .

« For tazpayers haviog an 2scrow account, mﬁrrqage companies and butks would be required to remit senmi-anmial
payments an their behalf,

« Local tax offices would be affected, Trx offices would be required to send ot two Tax due potices, collert twe
pavments per vear and administer two delinquency dates.

PFros

. States pﬂnmtrxl burmowing {TRAN] would be rednmdbvw 4 billion.

+ otal anwral state fanding for schoals would not change.

« The 1/52th allocation would align educaiion expenslitures with those of other ummjor state expenditure categories.

» Loval school districts wouldl collect ane-hall of property taxes (approximately 810.0 billion) prion (o the begin-
ning of the school year.

Lons e

« State payments to ISDs would be smaller in the months of Septentber tirongh Nowvemkisr beginming in Fiscal Year
2011

+ Proporty taspavers conld be required to adjust their moertgage escrows 1o compensate for paying one-bali of their
property taxes prior to August [

« Local tax offices would have an undetermined amount of increased adminisirative costs.

Siate of Texas Treasury Operations - Options for Spreading of State Paymenis fo School Districts 4
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OPTION 5

Collect Franchise Tax on March 15 and Shift Increased Funding Associated with
H.B.1, 79th Legislature, 3rd C.S. Disbursement to January through May

Change Description
Lo ol :
State Payimants to1SDs e el E Shift $7.0 billion of state payments to ISDs to
7 ) { January through May. :

State Revenue Collection — Franchise Tax Yes | Maves the Franchise Tax collection to March 15.

{currently May 15).
i Broldcted Borréwing ~TEAN : Yes. Projected T TRAN would be $6.2 billion. ((urrent!y

S e e : $100b|lhon}

State Cash Flow in General Revenue Fund Yes Coiigctmg the FrEHChfse T 2 maonths

earlier helps GR Fund’s cash flow.

Description

« Amend the Tax Code to move the original due date of the Franchise Tax to March 15, from May 15.

+ Franchise Tax is estimated to bring in $6.0 billion per fiscal year.

« State payments to ISDs include property tax relief increasing the state’s obligation. (H.B. 1, 79th Legislature, 3rd
CS.).

Amend the Education Code to shift increased funding associated with H.B.1, 79th Legislature, 3rd C.S. portion
of state payments to ISDs and shift payments to the months of January through May.

Semimholdar Imanack e
. 5& 13301 buainmeﬁ waznld be reguirsd to pay the Franchize 1&} e ionile saclier,

» An esdbmgted 250,000 Franchise Tax payments fom busivesses would be recefved, with fhe remsining husioesszs
hﬂrs'ing a0y lizkility

State paymants 10 T80 would change. 18T wonkl receive less fanding o the months of September through
Hovember,

Tota] anoual state funding for schools, however, would not changs, a5 $7.2 hillien wosld be seethed out in the
mpnths of Taary fhrough May

*

Pros

» Sair's mn;m;ie,dlmrm«mg {TRANY would be reduced by 3:5 & billien, )

« Eerliey colaction of the Franchise Tax helps sbaie's cash low,

« Toral sivawsl state Fanding for schools woadd not change.

« State pagroents 1513 world be a slightly modified version of Fisce] Year 2005 pﬂar ter the impleppentation of -
proqierty W relief. .

r&m

. Stat pwmmi& 0 18Ds would b smaller in the- menths of G ptaml;cr throngh Nomcmhcrbeymmg i Fiscal Vear
2011
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