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The Senate Finance Committee submits this report in response to the interim charges you have

assigned to this Committee.

This report examines several topics, including franchise taxes, sales tax holidays, and ways to
incentivize savings for taxpayers. In addition, budgeting formats and the spending limit are
examined, along with ways to reduce state debt liabilities. Finally, this report provides ways to
improve statewide coordination of behavioral health services and expenditures in Texas.

We appreciate the leadership you have displayed in asking this Committee to examine these
issues, and we trust the recommendations offered in this report will serve to improve the lives of

Texans.
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Interim Charges

Franchise Tax - Study the benefits, including the dynamic effects, of continuing to phase
out the franchise tax. Consider alternate approaches to funding the Property Tax Relief
Fund.

Spending Limit - Examine options and make recommendations for strengthening
restriction on appropriations established in Article VIII Section 22 of the state
constitution, including related procedures defined in statute. Consider options for
ensuring available revenues above spending limit are reserved for tax relief.

Fiscal Responsibility - Review the budgeting format of other states, such as whether they
use strategy-based budgeting, program-based budgeting, or some other approach and
discuss the level of transparency with each approach. Review and make
recommendations to reduce state debt liabilities, including state pension liability.
Consider how to incentivize state agencies, boards, and commissions to identify and
realize savings to taxpayers.

Coordinating Behavioral Health Services and Expenditures - Monitor the state's
progress in coordinating behavioral health services and expenditures across state
government, pursuant to Article 1X Sec. 10.04. Identify ways state agencies that provide
mental health services are collaborating and taking steps to eliminate redundancy, create
efficiency, utilize best practices, ensure optimal service delivery, and demonstrate
expenditures are coordinated and in furtherance of a behavioral health statewide strategic
plan. Identify barriers that prevent the coordination of behavioral health services. Make
recommendations to maximize use of state funding for mental health.

Sales Tax Holiday - Review the state's current sales tax holiday structure and determine
its economic benefit to the state. Evaluate and consider the merits of any potential
expansion of the tax holiday either in the application of the sales tax exemption or the
timing of the holiday.
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Interim Charge #1 - Franchise Tax

Interim Charge Language: Study the benefits, including the dynamic effects, of continuing
to phase out the franchise tax. Consider alternate approaches to funding the Property Tax Relief
Fund.

Hearing Information

The Senate Finance Committee held a hearing on March 30, 2016 to discuss Interim Charge #1
related to the franchise tax. Representatives from the Texas Comptroller of Public Accounts,
Legislative Budget Board, Texas Taxpayers and Research Association, Texas Public Policy
Foundation, Center for Public Policy Priorities, and the National Federation of Independent
Business provided invited testimony. All witness testimony and information can be found
http://www.senate.texas.gov/75r/senate/commit/c540/c540.htm.

Introduction and Background

The franchise tax was first enacted in 1907 but was changed in 2006 to tax an entity's margin
instead of its capital.” In 2006, the Legislature overhauled the tax as part of a school finance
reform plan.? The Legislature lowered the rate but expanded the number of businesses covered
by the tax in order to replace lost revenue from a reduction in school property tax rates, which
the Supreme Court had deemed an unconstitutional statewide property tax.’

While the state relies on the franchise tax to support school finance, the Property Tax Relief
Fund, and the General Revenue Fund, many advocates and legislators have expressed concern
that the franchise tax has underperformed as a revenue source, created undue burdens for Texas
businesses, and failed to yield meaningful property tax relief. In response, several legislative
efforts have been undertaken to reduce the burden on businesses, including:

e 8lst Legislative Session - HB 4765 (Oliveira; Senate Sponsor Patrick) provided that a
business with total revenue of $1 million or less would owe no franchise tax.

e 83rd Legislative Session - HB 500 (Hilderbran; Senate Sponsor Hegar) made several
adjustments to the franchise tax but most notably provided for 2.5 percent and 5 percent
temporary franchise tax rate reductions in tax years 2014 and 2015, respectively.* These
rate reductions were made contingent on the Comptroller certifying that the state had
enough funds to cover the tax relief.”

e 84th Legislative Session - HB 32 (Bonnen, D; Senate Sponsor Nelson) provided a
permanent 25 percent franchise tax rate reduction. In addition, HB 32 increased the
availability of the E-Z computation to businesses with revenue up to $20 million from
the previous $10 million limitation and reduced the E-Z computation tax rate by over 40
percent.

Calculating the Franchise Tax

The Texas franchise tax is based on a taxable entity's margin and is computed in one of four
ways.® Businesses calculate their franchise tax liability by either using a percentage of total
revenue or by subtracting costs of goods sold, employee compensation, or $1 million from total
revenue.” Businesses with less than $20 million in revenue may also use the E-Z computation
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method to determine their franchise tax liability.® The E-Z computation determines franchise tax
liability by taking a business's revenue and multiplying it by a reduced tax rate.’

Franchise Tax Revenue

Franchise tax revenue has totaled over $9 billion for the past two biennia (fiscal years 2012-2013
and 2014-2015).*° The Comptroller estimated franchise tax revenue of approximately $7 billion
in fiscal years (FY) 2016-2017.'* However, actual FY 2016 franchise tax revenue was
approximately $350 million higher than estimated.® The net amount of actual FY 2016
franchise tax revenue and estimated FY 2017 franchise tax revenue is a revenue reduction of
$1.65 billion from the previous biennium.*

Franchise Tax Funding the Property Tax Relief Fund

The Property Tax Relief Fund (PTRF) was created in 2006 with the purpose of reducing property
tax rates.** Accordingly, all funds deposited into the PTRF flow into the Foundation School
Program (FSP) system.” The PTRF receives funds from a variety of sources, with close to half
of its funds coming from franchise tax revenue.*® The remainder of the PTRF funds come from
portions of the cigarette and tobacco products tax and the motor vehicle sales and use tax, along
with interest on state deposits and investments.*’

Not only does franchise tax revenue flow into the PTRF as discussed above, but it is also
deposited into the General Revenue Fund.™® In fact, franchise tax revenue is first deposited into
the General Revenue Fund, and then any amount over what the Comptroller estimates would
have been collected in 2006 (prior to the franchise tax law changes) is deposited into the PTRF,
as shown in Figure 1 below.™ Figure 2 below shows how reductions of franchise tax revenue
first affect the PTRF due to how it flows into the General Revenue Fund and the PTRF.%

This current method of funding the PTRF creates a unique scenario in which reducing franchise
tax rates results in increased spending of General Revenue funds. This occurs because a
reduction in franchise tax revenue, as a result of decreased franchise tax rates, reduces the
amount of franchise tax revenue flowing into the PTRF. Because the PTRF is one of the funds
that provides revenue to the FSP system, less money from the PTRF results in less money going
into the FSP system. Therefore, General Revenue funds must be used to make up for any
shortfall in the FSP system.

Understanding how the PTRF works with the General Revenue Fund will help in determining the
effectiveness of the PTRF fund and whether it is meeting its intended purpose. Additionally,
more transparency of how the PTRF works with the General Revenue Fund will help in the
analysis of the effectiveness of the PTRF.



Figure 1: Franchise Tax Allocation by Fund (FY 2015)

General Revenue Fund:

$2.87 billion

Amount that remains in GR is the
estimated amount of revenue that
would have been generated under
the franchise tax as it existed in
— FY 2007.

Franchise Tax
Collections:

$4.66 billion

Entire amount is initially deposited
into the General Revenue (GR)
Fund.

Property Tax Relief Fund:
— -
$1.78 billion

Amount transferred to PTRF is the
difference between actual
collections and the estimated
amount of revenue that would have
been generated under the franchise
tax as it existed in FY 2007.

Note: Totals may not sum because of rounding.



Figure 2: Franchise Tax Allocation

Franchise Tax Allocation By Fund
(2008-2017)
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
(est.)  (est.)

Total $4.453 $4.252 $3.860 $3.935 $4.567 $4.799 $4.732 $4.656 $3.548

GR $2.876 $2.780 $2.652 $2.680 $2.710 $2.794 $2.825 $2.874  $2.845 $2.855

PTRF  $1.577 $1.473 $1.208 $1.255 $1.857 $2.005 $1.907 $1.782  $0.683 $0.693
Note: Totals may not sum because of rounding.

Dynamic Effect

The interim charge directed this Committee to study the dynamic effects of continuing to phase
out the franchise tax. A dynamic effect analysis estimates the economic and budgetary outcomes
of a particular proposal.?* In addition, a dynamic effect analysis shows how specified proposals
compare in relation to categories such as employment, gross state product, and personal income.
Many different categories may be measured, and the dynamic effect analyses conducted for this
report include some of the most common categories used when measuring proposals. The
dynamic effect analyses included in this report come from a Texas-specific model developed by
Regional Economic Models, Inc. (REMI), a leading firm used to provide economic forecast
software.?

In addition to listening to testimony, compiling data from the Comptroller and reviewing data
submitted by nonprofit entities, the Committee requested that the Legislative Budget Board
(LBB) run several dynamic effect analyses to obtain a broad spectrum of the effects of phasing
out or repealing the franchise tax. One scenario includes an immediate repeal, another continues
the tax relief provided in the 84th Legislative Session, and the others extend the phase out over
more years. Each of the dynamic effect analyses conducted by the LBB compared current
franchise tax law (as passed in the 84th Legislature) to the different phase out or elimination
scenarios. The four dynamic analyses conducted were:
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Franchise tax repeal on 1/1/2018;

Franchise tax phase out over five years (20 percent a year);
Franchise tax phase out over eight years (12.5 percent a year); and
Franchise tax phase out over 20 years (5 percent a year).

All four analyses are shown below. A more detailed explanation of the five year franchise tax
dynamic effect analysis is included as an example for how all of the dynamic effect analyses may
be read.

Franchise Tax Phase Out Over Five Years

The REMI dynamic analysis below compares current franchise tax law to a phase out over five
years. The dynamic analysis shows both economic results and budget results. The economic
results are divided by category, shown in the far left column, with the unit measurement next,
along with the percentage change year over year. The changes may be measured cumulatively or
non-cumulatively, depending on the category. Each category within the economic and budget
results is explained in more detail below:

5 Year Franchise Tax Phase Out
Compared to Baseline Scenario - Differences
TEXAS ECONOMIC RESULTS

Category Units 2018 2019 2020 2021 2022
Total Employment Thousands (Jobs) 8.8 17.3 27.1 37.8 46.9
% change 0.05% 0.10% | 0.16% | 0.22% 0.27%
PO Bl =i Thousands (Jobs) 8.4 164 | 255 | 353 436
Employment
% change 0.06% 011% | 0.17% | 0.24% 0.29%
VGHE ETaEI Il Thousands (Jobs) 0.4 0.9 16 | 25 33
Employment
% change 0.02% 0.05% 0.08% 0.12% 0.16%
Gross Domestic Product I ([))follilgid ) 0.8 1.7 2.7 39 5.0
% change 0.05% 0.10% | 0.15% | 0.21% 0.26%
Personal Income Billions of Current Dollars 0.6 1.2 2.1 3.1 4.1
% change 0.04% 0.08% | 0.12% | 0.17% 0.22%
Disposable Personal Income Billions of Current Dollars 0.5 1.1 1.8 2.7 3.6
% change 0.04% 0.08% 0.12% 0.17% 0.22%
PCE-Price Index 2009=100 (Nation) 0.0 -0.1 -0.1 -0.1 -0.2
% change -0.04% -0.07% | -0.10% | -0.13% -0.14%
Personal Cor_lsumption Billions of Fixed (2009) 08 15 29 31 38
Expenditures Dollars
% change 0.08% 0.15% | 0.22% | 0.30% 0.36%
Population Thousands 4.2 10.0 18.2 28.7 405
% change 0.01% 0.03% 0.06% 0.10% 0.14%



Static Franchise Tax

TEXAS BUDGET RESULTS

Thousands of Current $ (741,874) | (1,544,992) | (2,411,817) | (3,352,851) | (4,376,138)

Reduction
Dynam"q‘:egsi?i%r:]'se U Thousands of Current$ | (734,686) | (1,529,936) = (2,387,714) | (3,318,504) N/A
el A'(';g;her Revenue | rpusands of Current$ | 20,778 59,214 111,789 177,759 252,533
Net Revenue Change: Thousands of Current$ = 27,966 74,270 135,892 212,106 252,533

Dynamic vs. Static

Net Dynamic Revenue Loss Thousands of Current $ (713,908) | (1,470,722) | (2,275,925) | (3,140,745)

Total Employment, Private Non-Farm Employment, and Total Government Employment:

Employment figures come from the United States Bureau of Economic Analysis (BEA)
and include wage and salary jobs, sole proprietorships, and general partners.

Total employment includes private non-farm jobs and government jobs.

For total employment in 2018, 8,800 or 0.05 percent more jobs are projected to be created
than what is predicted with current legislation.

For private non-farm employment in 2018, 8,400 or 0.06 percent more jobs are projected
to be created than what is predicted with current legislation.

For total government employment in 2018, 400 or 0.02 percent more jobs are projected to
be created than what is predicted with current legislation.

The measurements are cumulative, so for example, in 2019, the 17,300 more total
employment jobs includes the 8,800 more jobs created in 2018, and for 2020, the
amounts include both 2018 and 2019 amounts.

Gross Domestic Product (GDP):

GDP is a measurement from the BEA that includes the value of goods and services
produced in Texas, adjusted for inflation and based on national prices of those goods and
services.

This measurement uses 2009 dollars because the United States National Income and
Product Accounts, which is a set of accounts used by the BEA for statistical information,
underwent a comprehensive revision in 2009.

In 2018, GDP is expected to increase $800 million or 0.05 percent more than what is
projected to occur if current legislation is in place.

The measurements are cumulative, so for example, in 2019, the $1.7 billion more in GDP
includes the $800 million increase in 2018.



Personal Income:

e Personal income is a measurement from the BEA that uses current dollars and includes
income received by Texans from all sources, including wages, employer contributions for
pensions and insurance, production income from sole proprietorships and partnerships,
property and dividend income, and government retirement and medical benefits.

e In 2018, personal income is estimated to increase $600 million or 0.04 percent more than
what would have occurred had current legislation been in place.

e The measurements are cumulative, so for example, in 2019, the $1.2 billion more in
personal income includes the $600 million increase in 2018.

Disposable Personal Income:
e Disposable personal income is a measurement from the BEA that uses current dollars and
generally differs from personal income by removing income that would go toward taxes.
e In 2018, disposable personal income is estimated to increase $500 million or 0.04 percent
more than what would have occurred had current legislation been in place.
e The measurements are cumulative, so for example, in 2019, the $1.1 billion more in
personal income includes the $500 million increase in 2018.

PCE-Price Index

e Personal Consumption Expenditure-Price Index is the BEA measurement for inflation of
personal consumption expenditures.

e Personal consumptions expenditures is designed to be a comprehensive measurement of
the types of goods and services purchased by households and includes items such as food,
clothing, healthcare, recreational items, education, and financial services, to name just a
few.

e In 2018, the phase out scenario will decrease the inflation rate by 0.04 percent from what
is estimated to be inflation for that year under current legislation.

e The measurements are not cumulative.

Personal Consumption Expenditures
e This measurement from the BEA uses 2009 dollars and includes items purchased by
households as previously explained.
e In 2018, personal consumption expenditures are estimated to increase $800 million or
0.08 percent more than what would have occurred had current legislation been in place.
e The measurements are cumulative, so for example, in 2019, the $1.5 billion more in
personal consumption expenditures includes the $800 million increase in 2018.

Population
e This measurement shows population would increase by 4,200 or 0.01 percent more
people than what would have occurred had the current legislation been in place.
e The measurements are cumulative, so for example, in 2019, the 10,000 more people
includes the 4,200 person increase from 2018.

Static Franchise Tax Reduction:
e This measurement shows the reduction in franchise tax revenue each year as a result of
the five year phase out compared to the revenue that would have been received under



current law.

e For instance, in 2018 the state is estimated to receive $741,874,000 less than what it
would have received under current law and in 2019 the state is estimated to receive
$1,544,992,000 less than what it would have received under current law.

Dynamic Franchise Tax Reduction

e This measurement shows the reduction in franchise tax revenue each year as a result of
the five year phase out as compared to the revenue that would have been received under
current law, but also takes into consideration any franchise tax revenue changes (in this
instance gains) because of a reduced tax rate.

e Reasons for gains, or reduced losses, in franchise tax revenue can include business
growth or expansion from reduced taxes.

e In 2018, the state is estimated to receive $734,686,000 less in revenue than it would have
under current law, taking into consideration gains in revenue from reduced franchise
taxes.

e This loss in revenue is less than the Static Franchise Tax Reduction loss in revenue by
$7,188,000.

Dynamic All Other Revenue Gain
e This measurement shows the estimated gains in revenue from areas other than franchise
tax compared to the revenue that would have been received under current law.
e In 2018, the state is estimated to receive $20,778,000 more than it would have received
under current law.
e This increase in revenue can include increased sales and use tax collections or other taxes
or fees.

Net Revenue Change: Dynamic vs. Static
e This measurement adds the difference between the Static Franchise Tax Reduction and
Dynamic Franchise Tax Reduction to the dynamic all other revenue gain.
e In 2018, this calculation amounts to $27,966,000.
e This measurement shows the gain in revenue from both additional franchise taxes and
other revenue sources as a result of the franchise tax rate reduction compared to what
would have been collected under current law.

Net Dynamic Revenue Loss

e This measurement adds the loss in revenue from the franchise tax phase out to the
increase in franchise tax and all other sources (net revenue change) to get a net loss for
each year.

e This measurement estimates the overall benefit of reducing the franchise tax over five
years while also taking into consideration the loss in revenue from the reduced franchise
tax.

e In 2018, the state is estimated to receive a total of $713,908,000 less than what it would
have received under current law, taking into consideration all benefits from the tax rate
reduction.



Category
Total
Employment

Private Non-
Farm
Employment

Total
Government
Employment

Gross Domestic
Product

Personal Income

Disposable
Personal Income

PCE-Price
Index

Personal
Consumption
Expenditures

Population

Static Franchise
Tax Reduction
Dynamic
Franchise Tax
Reduction
Dynamic All
Other Revenue
Gain
Net Change:
Dynamic vs.
Static
Net Dynamic
Revenue
Loss

Immediate Franchise Tax Repeal (1/1/2018)

Compared to Baseline Scenario - Differences
TEXAS ECONOMIC RESULTS

Units
Thousands (Jobs)

% change
Thousands (Jobs)
% change
Thousands (Jobs)

% change
Billions of Fixed
(2009) Dollars
% change
Billions of
Current Dollars
% change
Billions of
Current Dollars
% change
2009=100
(Nation)

% change

Billions of Fixed
(2009) Dollars

% change
Thousands
% change

Thousands of
Current $

Thousands of
Current $

Thousands of
Current $

Thousands of
Current $

Thousands of
Current $

2018 2019 2020
337 4258 493
0.20% 0.25% 0.29%
321 40.1 4538
0.22% 0.27% 0.31%
17 2.7 35
0.08% 0.13% 0.17%
3.2 42 5.0
0.18% 0.24% 0.28%
2.2 3.1 3.9
0.15% 0.20% 0.24%
19 2.7 34
0.14% 0.19% 0.23%
0.2 0.2 0.2
-0.16% -0.15% -0.14%
2.9 34 38
0.30% 0.34% 0.37%
16.8 28.9 407
0.06% 0.10% 0.14%

TEXAS BUDGET RESULTS
(3,708,090) (3,858,622) (4,015,926)
N/A N/A N/A
87,440 188,732 252,826
87,440 188,732 252,826
(3,620,650) (3,669,890) (3,763,100)

2021
53.7
0.31%

49.5
0.33%
4.2

0.20%
5.6
0.31%
4.6
0.26%
4.1
0.26%
-0.2
-0.13%

4.1

0.39%
51.9
0.18%

(4,187,653)

N/A

310,441

310,441

(3,877,212)

2022
56.7
0.33%

51.9
0.35%
4.7

0.23%
6.1
0.33%
5.2
0.28%
4.6
0.28%
-0.2
-0.13%

4.3

0.41%
62.5
0.21%

(4,373,083)

N/A

362,323

362,323

(4,010,760)



Category
Total
Employment

Private Non-
Farm
Employment

Total
Government
Employment

Gross
Domestic
Product

Personal
Income

Disposable
Personal
Income

PCE-Price
Index

Personal
Consumption
Expenditures

Population

Static
Franchise
Tax
Reduction
Dynamic
Franchise
Tax
Reduction
Dynamic All
Other
Revenue
Gain
Net Change:
Dynamic vs.
Static
Net
Dynamic
Revenue
Loss

Units
Thousands
(Jobs)
% change

Thousands
(Jobs)

% change

Thousands
(Jobs)

% change
Billions of
Fixed
(2009)
Dollars
% change
Billions of
Current
Dollars
% change
Billions of
Current
Dollars
% change
2009=100
(Nation)
% change
Billions of
Fixed
(2009)
Dollars
% change
Thousands
% change

Thousands
of Current
$

Thousands
of Current
$

Thousands
of Current
$

Thousands
of Current
$

Thousands
of Current
$

8 Year Franchise Tax Phase Out

Compared to Baseline Scenario - Differences

2018
55
0.03%

5.2

0.04%

0.3

0.01%

0.5

0.03%

0.4

0.02%

0.3

0.02%
0.0
-0.03%

0.5

0.05%
2.6
0.01%

(463,511)

(459,021)

12,976

17,467

(446,044)

2019
10.8
0.06%

10.2

0.07%

0.6

0.03%

1.0

0.06%

0.8

0.05%

0.7

0.05%
0.0
-0.04%

0.9

0.09%
6.3
0.02%

(964,656)

(955,255)

36,965

46,365

(918,290)

2020
16.9
0.10%

15.9

0.11%

1.0

0.05%

17

0.09%

13

0.08%

11

0.08%
-0.1
-0.06%

14

0.14%
11.4
0.04%

2021
23.6
0.14%

22.0

0.15%

15

0.07%

2.4

0.13%

1.9

0.11%

1.7

0.11%
-0.1
-0.08%

1.9

0.19%
17.9
0.06%

TEXAS ECONOMIC RESULTS

2022
30.5
0.18%

28.4

0.19%

2.1

0.10%

3.2

0.17%

2.6

0.14%

2.3

0.14%
-0.1
-0.10%

25

0.24%
25.8
0.09%

TEXAS BUDGET RESULTS

(1,505,972)

(1,490,921)

69,766

84,818

(1,421,154)

(2,093,826)

(2,072,377)

110,920

132,369

(1,961,458)
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(2,733,177)

(2,704,573)

159,916

188,520

(2,544,657)

2023
37.8
0.22%

35.1
0.23%
2.8

0.13%

4.1

0.21%
35
0.18%
3.0

0.18%
-0.1
-0.11%

3.1

0.29%
35.0
0.12%

(3,427,244)

(3,390,728)

216,604

253,120

(3,174,123)

2024
45.3
0.26%

41.8
0.28%
3.5

0.17%

5.1

0.26%
44
0.22%
38

0.21%
-0.2
-0.13%

3.8

0.34%
45.4
0.15%

(4,176,853)

(4,131,682)

281,297

326,468

(3,850,385)

2025
515
0.30%

47.4
0.31%
4.1

0.20%

5.9

0.29%
53
0.25%
4.6

0.25%
-0.2
-0.14%

4.3

0.38%
56.4
0.18%

(4,987,423)

N/A

350,916

350,916

(4,636,507)



20 Year Franchise Tax Phase Out

Compared to Baseline Scenario - Differences
TEXAS ECONOMIC RESULTS

Category Units 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
o Tl 22 43 6.8 9.4 122 15.1 181 211 24.1 27.1
Employment | (Jobs)

% change 0.01% 0.03% 0.04% 0.05% 0.07% 0.09% 0.10% 0.12% 0.14% 0.15%
Private Non- TR
Farm (Jobs) 2.1 4.1 6.3 8.8 114 14.0 16.7 19.4 22.1 24.9
Employment
% change 0.01% 0.03% 0.04% 0.06% 0.08% 0.09% 0.11% 0.13% 0.15% 0.16%
Total
Government | -nousands 01 0.2 0.4 0.6 0.9 11 14 17 20 23
(Jobs)
Employment
% change 0.01% 0.01% 0.02% 0.03% 0.04% 0.05% 0.07% 0.08% 0.09% 0.11%
Billions of
Gross Fixed
Domestic 0.2 0.4 0.7 1.0 1.3 1.6 2.0 2.4 2.8 3.3
(2009)
Product
Dollars
% change 0.01% 0.02% 0.04% 0.05% 0.07% 0.09% 0.10% 0.12% 0.14% 0.16%
el Billions of
Current 0.1 0.3 0.5 0.8 11 14 1.8 2.2 2.6 3.1
Income
Dollars
% change 0.01% 0.02% 0.03% 0.04% 0.06% 0.07% 0.09% 0.10% 0.12% 0.13%
Disposable Billions of
Personal Current 0.1 0.3 0.4 0.7 0.9 1.2 15 1.9 2.3 2.7
Income Dollars
% change 0.01% 0.02% 0.03% 0.04% 0.06% 0.07% 0.09% 0.10% 0.11% 0.13%
PCEPrice | 2009=100 0.0 00 00 0.0 0.0 0.1 0.1 0.1 0.1 0.1
Index (Nation)
% change -0.01% -0.02% -0.02% -0.03% -0.04% -0.04% -0.05% -0.06% -0.06% -0.07%
Billions of
Personal Fixed
Consumption 0.2 0.4 0.6 0.8 1.0 1.2 15 1.8 2.0 2.3
Expenditures (L)
Dollars
% change 0.02% 0.04% 0.05% 0.07% 0.09% 0.11% 0.14% 0.16% 0.18% 0.20%
Population Thousands 11 25 4.6 7.2 10.3 14.0 18.1 227 27.8 332
% change 0.00% 0.01% 0.02% 0.02% 0.03% 0.05% 0.06% 0.07% 0.09% 0.11%
TEXAS BUDGET RESULTS
Iilt’gtr:ghise TrgLeetials
Tax §f Current (185404) | (385862) | (602389) | (837531) (1,093271) | (1,370,898) | (1,670,741) | (1,994,969) | (2,341,781) | (2,710,840)
Reduction
IIZDI}E/lrr]]E(I:rfT]]iISCe Thousands
T gf Current (183,608) (382,102) (596,368) (828,951) (1,081,829) (1,356,291) (1,652,673) (1,973,130) (2,315,889) (2,680,610)
Reduction
g?k? :rmlc — Thousands
REVETIE of Current 5,189 14,780 27.801 44,334 63,904 86,537 112,355 141,168 172,801 207,538
Gai $

ain
Net Change: | Thousands
Dyn_elmlc VS. of Current 6,986 18,540 33912 52,914 75,345 101,143 130,424 163,007 198,693 237,767
Static $
g)e/;amic Thousands
A gf Current (178.419) (367,322) (568,477) (784,617) (1,017,925) (1,269,754) (1,540,317) (1,831,962) (2,143,088) (2,473,073)
Loss
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Category

Total
Employment

Private Non-
Farm
Employment

Total
Government
Employment

Gross
Domestic
Product

Personal
Income

Disposable
Personal
Income

PCE-Price
Index

Personal
Consumption
Expenditures

Population

Static
Franchise
Tax
Reduction
Dynamic
Franchise
Tax
Reduction
Dynamic All
Other
Revenue
Gain

Net Change:
Dynamic vs.
Static

Net
Dynamic
Revenue
Loss

Units

Thousands
(Jobs)
% change

Thousands
(Jobs)

% change

Thousands
(Jobs)

% change

Billions of
Fixed
(2009)
Dollars

% change

Billions of
Current
Dollars
% change

Billions of
Current
Dollars
% change

2009=100
(Nation)
% change

Billions of
Fixed
(2009)
Dollars

% change

Thousands

% change

Thousands
of Current
$

Thousands
of Current
$

Thousands
of Current
$

Thousands
of Current
$
Thousands
of Current
$

2028
30.2

0.17%
27.6

0.18%
2.6

0.13%
3.7

0.17%
3.6

0.15%
3.2

0.15%
-0.1

-0.08%
2.6

0.22%
39.0
0.12%

(3,105,428)

(3,070,538)

245,619

280,509

(2,824,920)

20 Year Franchise Tax Phase Out (cont.)

Compared to Baseline Scenario - Differences
TEXAS ECONOMIC RESULTS

2029
33.3

0.19%
30.4

0.20%
2.9

0.14%
4.2

0.19%
4.2

0.16%
3.7

0.16%
-0.1

-0.08%
3.0

0.25%
45.2
0.14%

(3,527,983)

(3,488,086)

287,170

327,066

(3,200,916)

2030
36.5

0.21%
33.2

0.22%
3.3

0.16%
4.7

0.21%
4.8

0.18%
4.2

0.18%
-0.1

-0.09%
3.3

0.27%
51.6
0.16%

2031
39.9

0.23%
36.3

0.23%
3.6

0.18%
5.2

0.23%
5.4

0.20%
4.8

0.20%
-0.1

-0.10%
3.6

0.29%
58.5
0.18%

2032
43.4

0.24%
39.4

0.25%
4.0

0.19%
5.8

0.25%
6.1

0.21%
54

0.21%
-0.1

-0.10%
4.0

0.32%
65.6
0.20%

2033
46.9

0.26%
42.6

0.27%
43

0.21%
6.4

0.27%
6.9

0.23%
6.0

0.23%
-0.2

-0.11%
4.4

0.34%
73.0
0.22%

TEXAS BUDGET RESULTS

(3,976,923)

(3,931,691)

332,369

377,601

(3,599,322)

(4,450,208)

(4,399,335)

381,032

431,905

(4,018,302)

(4,945,811)

(4,889,021)

432,988

489,778

(4,456,033)

(5,472,876)

(5,409,777)

488,807

551,906

(4,920,970)

2034
50.5

0.28%
45.8

0.29%
4.7

0.23%
6.9

0.29%
7.6

0.25%
6.7

0.25%
-0.2

-0.11%
4.7

0.37%
80.7
0.24%

(6,036,226)

(5,966,377)

548,544

618,393

(5,417,833)

2035
54.2

0.30%
49.2

0.31%
5.0

0.25%
7.5

0.31%
8.5

0.27%
7.4

0.26%
-0.2

-0.12%
51

0.39%
88.7
0.27%

(6,632,391)

(6,555,388)

612,643

689,647

(5,942,745)

2036
58.0

0.32%
52.6

0.33%
5.4

0.27%
8.2

0.33%
9.4

0.29%
8.2

0.28%
-0.2

-0.13%
55

0.42%
96.9
0.29%

(7,263,915)

(7,179,321)

681,285

765,879

(6,498,036)

2037
61.8

0.34%
56.1

0.35%
5.7

0.28%
8.8

0.35%
10.3

0.30%
9.0

0.30%
-0.2

-0.13%
6.0

0.44%
105.4
0.31%

(7,932,916)

N/A

754,788

754,788

(7,178,128)



Conclusion

Texas has been consistently recognized for maintaining a friendly business climate and for
keeping taxes low. Our studies confirm that reductions to the franchise tax yield significant
benefits to the Texas economy, including job creation, personal income growth, an increased
gross domestic product and other positive results. However, phasing out the franchise tax would
create a significant impact on the state budget, both in the short term and longer term. Decisions
about additional tax relief must be weighed against the budget decisions that are always necessary
if there is a loss of state revenue. The Legislature should continue to look for ways to provide
additional tax relief, while also making sure the growing needs of this state are met.

! Texas Comptroller Sources of Revenue, Pg. 102 (January 2015).
2 HB 3 (Keffer), 79th Leg. (3rd Special) Bill Analysis, Pg. 1.
3
Id.
* Texas Comptroller Presentation, Franchise Tax Interim Charge hearing, Pg. 4.
® House Bill 500, 83rd Legislative Session.
® Texas Comptroller Presentation, Franchise Tax Interim Charge hearing, Pg. 2.
7

3 Texas Comptroller Presentation, Franchise Tax Interim Charge hearing, Pg. 9.
Y HB 2 (Pitts), 79th Leg. (3rd Special) Bill Analysis, Pg. 1.
> Government Code Section 403.109.
18 Texas Comptroller's 2016-2017 Certification Revenue Estimate at Pg. 20.
17
Id.
18 Texas Comptroller Presentation, Franchise Tax Interim Charge hearing, Pg. 8.
19
Id.
2 d. at Pg. 9.
2! |_egislative Budget Board Presentation, Franchise Tax Interim Charge hearing, Pg. 2.
22
Id. at Pg. 3.

13



Interim Charge #2 - Spending Limit

Interim Charge Language: Examine options and make recommendations for strengthening
restriction on appropriations established in Article VIII Section 22 of the state constitution,
including related procedures defined in statute. Consider options for ensuring available
revenues above spending limit are reserved for tax relief.

Hearing Information

The Senate Finance Committee held a hearing on May 17, 2016 to discuss Interim Charge #2
related to the spending limit. Representatives from the Legislative Budget Board, Texas
Comptroller of Public Accounts, Texas Taxpayers and Research Association, Perryman Group,
Texas Public Policy Foundation, and Center for Public Policy Priorities provided invited
testimony. All  witness testimony and written information can be found at
http://www.senate.texas.gov/75r/senate/commit/c540/c540.htm.

Introduction and Background

The constitutional spending limit® is designed to limit the growth in state spending.? It was
enacted in 1978 as part of a tax relief package of seven constitutional amendments proposed to
address rising property taxes and to limit future government spending.® Six of the seven
amendments addressed property taxes, while one of the amendments was the proposal to limit
state spending.® Voters approved the proposed constitutional amendments on November 7,
1978, with approximately 85 percent of the vote.> Accordingly, the Legislative Budget Board
(LBB), as required by statute, holds a public hearing and adopts a spending limit before each
legislative session.®

Elements of the Spending Limit

There are three elements of the spending limit:
e Spending limit base;
e Rate of growth of the economy; and
e Timeframe.’

The Constitution specifies that the growth of appropriations from state tax revenue not
constitutionally dedicated may not exceed the estimated rate of growth of the economy.® The
two italicized phrases emphasize two of the three elements of the spending limit: the base (state
tax revenue not constitutionally dedicated) and the rate of growth of the economy. The third
element of the spending limit is the timeframe that is used when measuring the rate of growth of
the economy.®

Spending Limit Base (State Tax Revenue Not Constitutionally Dedicated)

The spending limit base refers to appropriations from state tax revenue not dedicated by the
constitution.”® This results in certain appropriations being limited by the spending limit, while
others are not.
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Appropriations funded with tax revenue that do fall under the spending limit include, but are not
limited to:

e sales tax;

e motor vehicle sales tax;

e franchise tax; and

e cigarette and tobacco tax.**

Appropriations funded with revenue that do not fall under the spending limit because they are
from tax revenue that is constitutionally dedicated or are funded with non-tax revenue include,
but are not limited to:

e motor fuels taxes;
e 25 percent of oil and natural gas production taxes; and
e fees, fines, penalties, lottery proceeds, and interest and investment income.?

The discrepancies between types of revenue and appropriations included or excluded from the
spending limit base have led to calls for spending limit reform. These reforms include
recommendations to:

e Adjust the spending limit base by removing funds tied to spending pursuant to Federal
law.

» Texas is required to spend state funds on certain programs pursuant to Federal law.

» Currently, general revenue funds tied to certain programs, such as Medicaid, are
included in the spending limit base.

> Federal law affects the amount the state must spend for many of these programs.

» Removing these funds from the spending limit base ensures the spending limit base
only contains funds the Legislature can control.

e Change the spending limit base to funds easily identified in the state budget.

» The current spending limit base is not aligned with any of the types of funds as
articulated in the budget. For example, the budget identifies funds as general
revenue, general revenue-dedicated, other, and federal.

» This lack of consistency makes it difficult to determine which funds are subject to the
spending limit.

» Changing the spending limit base to match types of funds as identified in the state
budget would allow for easier analysis of the spending limit.

Rate of Growth of the Economy

The second element of the spending limit, the "rate of growth of the state's economy,” has
historically been measured using the rate of growth of Texans' personal income, as directed in
statute.’® Over the last several biennia, the LBB has reviewed estimates of the rate of growth of
Texans' personal income from a variety of sources when adopting the spending limit, including
the Texas Comptroller, Moody's, and IHS Global Insight, among several others.**

Each of the entities submitting personal income growth forecasts uses their own econometric
models in calculating Texan's personal income growth.™ These forecasts submitted by each of
the entities vary due to their own interpretation and statistical testing of their economic models.®
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However, these forecasts also share characteristics, such as utilizing United States economic
variables and making certain assumptions about the structure of the Texas economy.*’

Texans' personal income growth is the required measure for the rate of growth of the state's
economy, absent legislative change or unless a more comprehensive definition of the rate of
growth is approved by a committee made up of the Governor, Lieutenant Governor, Speaker of
the House, and Comptroller.”® As a result, there have been legislative proposals to use different
measurements in determining the rate of growth of the state's economy.

Proposals include calculating the rate of growth of the economy by compounding population and
inflation growth rates, or in other words population times inflation. This measures the rate of
growth of people moving to Texas and the increase of what both current and new residents pay
for a basket of goods. A compounded population and inflation measurement ensures the effect
of inflation is measured on both the current and the new population of the state.

There are a variety of inflation rates that may be used in the population times inflation equation.
For instance, the Bureau of Labor and Statistics' consumer price index is a common source for
inflation rates. The consumer price index measures inflation for consumers in their day-to-day
living expenses, such as food and beverage, housing, medical care, and other typical
expenditures.”® However, inflation rates specific to categories of items purchased by the
government may also be used.

If the LBB does not adopt a spending limit, then the rate of growth of the state's economy will be
considered to be zero, meaning there may not be any increase in overall state appropriations from
state tax revenue not constitutionally dedicated in the next biennium.?

Timeframe

The third element of the spending limit is the timeframe that is used to calculate the rate of
growth of the state's economy, which is currently a prospective estimate from the current
biennium to the next biennium.? This requires forecasting what the rate of growth of the state's
economy will be over the next two years. For example, in December 2014 the LBB adopted a
spending limit for the FY 16-17 budget using estimates for the rate of growth of the economy
over fiscal years 2016 and 2017.

The current method may be adjusted in a few ways. Instead of a prospective estimate, the rate of
growth of the current or past biennia may be used. Under this scenario, when the LBB adopted
the spending limit in December 2014 for the FY 16-17 budget, they would have used the rate of
growth for fiscal years 2014 and 2015. Additionally, a combination or average of the timeframes
could be used. Under this scenario, the LBB would have used a combination of the prospective
rate of growth for fiscal years 2016 and 2017 and the current fiscal years 2014 and 2015 when
adopting the spending limit for the FY 16-17 budget in December 2014.
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Recent Legislative History
In the 84th Legislature, both the Senate and the House passed legislation to reform the spending
limit, but neither was enacted into law. Below is a summary of each version.

Senate Bill 9 (Hancock/Otto)
Senate Version
The Senate made adjustments to the three categories of the current spending limit discussed
above: spending limit base, rate of growth, and timeframe.
e Spending Limit Base
o Current: State tax revenue not constitutionally dedicated.
0 Proposed Change: General revenue and general revenue-dedicated funds.
e Rate of Growth
o Current: Texans' personal income.
0 Proposed Change: Population times inflation.
e Timeframe
o Current: Prospective estimate of next biennium.
0 Proposed Change: An average of the current biennium and the next biennium.

House Version
The House made adjustments to two of the three categories discussed above: spending limit base
and rate of growth. The timeframe of the spending limit remained a prospective growth
measurement.
e Spending Limit Base
o Current: State tax revenue not constitutionally dedicated.
o0 Proposed Change: All non-federal funds.
e Rate of Growth
o Current: Texans' personal income growth.
0 Proposed Change: Population of people served in specified spending categories
times the inflation of items within those specified spending categories.

Ensuring Revenue for Tax Relief

The current structure of the spending limit creates a scenario in which providing tax relief to
taxpayers counts as increased spending pursuant to the spending limit. Although the spending
limit was designed to limit the growth in government spending, it discourages providing tax
relief under its current form. The Senate has proposed legislation aimed at incentivizing tax
relief by removing it from the funds subject to the limit.?> The Senate will continue to review
ways to ensure revenue above the spending limit are reserved for tax relief.

Conclusion and Recommendations

A strong spending limit is an essential tool to limit the growth in government. The Legislature
should consider ways to strengthen the spending limit in a manner that truly reflects the growth
of our economy while allowing Texas to meet the needs of its growing population.
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! Texas Constitution, Article V111, Section 22.

Z See House Joint Resolution No. 1 Analysis, 65th Leg., 2nd Called Session.
Id.

“1d.

® See Texas Legislative Council, Amendments to the Texas Constitution Since 1876, February 2016.

® Texas Government Code, Chapter 316, Subchapter A.

” See LBB Presentation, Spending Limit Interim Charge hearing, Pg. 13.

& Texas Constitution, Article V111, Section 22 (emphasis added).

° See LBB Presentation, Spending Limit Interim Charge hearing, Pg. 13.

1% Texas Constitution, Article V111, Section 22.

il LBB Presentation, Spending Limit Interim Charge hearing, Pg. 8.
Id.

3 Texas Government Code, § 316.002(b).

14 See LBB Technical Memorandum on Spending Limit, November 18, 2014.

5 1d. at Pg. 3.

1.

d.

'8 Texas Government Code, Section 316.002.

19 http://www.bls.gov/bls/fags.htm

% Texas Government Code, Section 316.002(e).

?! Texas Government Code, Section 316.001, et al.

%2 Senate Joint Resolution No. 3 (Nelson, Eltife, Hinojosa), 84th Leg.
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Interim Charge #3 - Fiscal Responsibility

Interim Charge Language: Review the budgeting format of other states, such as whether they use
strategy-based budgeting, program-based budgeting, or some other approach and discuss the
level of transparency with each approach. Review and make recommendations to reduce state
debt liabilities, including state pension liability. Consider how to incentivize state agencies,
boards, and commissions to identify and realize savings to taxpayers.

Hearing Information

The Senate Finance Committee held a hearing on March 30, 2016 to discuss Interim Charge #3
related to fiscal responsibility. This interim charge is split into three separate discussions, Part A
related to budget transparency, Part B related to state debt, and Part C related to incentivizing tax
savings.

The portion of the hearing related to budget transparency (Part A) had representatives from the
Legislative Budget Board (LBB) and the Texas Conservative Coalition Research Institute
provide invited testimony. The portion of the hearing related to state debt (Part B) had
representatives from LBB, Texas Comptroller of Public Accounts, Employees Retirement
System, and Teacher Retirement System provide invited testimony. The portion of the hearing
related to incentivizing tax savings (Part C) had representatives from the LBB testify. All
witness testimony and written information can be found at
http://www.senate.texas.gov/75r/senate/commit/c540/c540.htm.

Part A - Budget Transparency

Introduction and Background

Strategy-Based and Program-Based Budgeting

States' budget formats provide information in a variety of ways, with many states using a
strategy-based or a program-based budget. Within these budget formats, there are variations of
the level of detail provided for the strategy or program. Texas uses a strategy-based budget
which sets forth goals a state agency seeks to achieve and the strategies to be taken by the agency
to achieve those goals." Funding is identified at the strategy level.

A program-based budget provides funding information based on programs instead of a strategy
or goal. This budget format shows how much money is spent on particular programs or groups
of programs. Some states group several programs together within the budget document, while
other states' program-based budgets will list more specific programs with less grouping.> The
level of funding detail varies depending on how each state approaches its budget.

Texas Approach to Strategy-Based Budgeting

Texas' current budget structure originated in 1991 as part of a statewide strategic planning and
performance-based budgeting initiative.® The goals of the initiative were to improve outcomes
and accountability, while allowing flexibility for agencies to carry out their missions and address
challenges arising over the course of a 2-year budget.* The 72nd Legislature attempted to
accomplish these goals by grouping programs together by how they further the agency's
mission.®> This format, which has evolved over time, is a strategy-based budget format that lists
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goals and strategies within each state agency. Figure 1 below is an example of the budget format
before the changes in 1991 and Figure 2 is an example from the most recently adopted budget.®

Figure 1

Budgeting Format, 1990-91 GAA

Texas Parks and Wildlife Department

For the Years Ending

August 31, August 31,
19580 1991
1. Exacutlve
a. Executive Qffice 713,971 713,911
. Aircraft Operations 237,814 237,982
& U.g.
Total. Executive 5 951,725 § 951,833
2. Administrative Services 3 12,061,599 5 11,985,354
3. Emnfarcement 25,972,553 26,328,174
L. Wildlife
a. Research and Managemeng F.313,458 7.345,558
b. Payment in Licu of Taxes 350,000 350,000
<+ Mule Oeer Relocation Project 250,000 u.B.
d. Elk Habjitat Project 175,000 u.g,
Total, Wildlife 8,088,458 5 = 7,695,558
12, Coastal Beach Services . 680,000 680,000
GRAND TOTAL, PARKS AMD WILDLIFE
DEPARTMENT ) 5 102,309,257 § 103,043,894

Figure 2

Budgeting Format, 2016-17 GAA

Texas Parks and Wildlife Department

A. Goal: CONSERVE NATURAL RESOURCES
Conserve Fish, Wildlife, and Natural Resources.

A.1.1. Strategy: WILDLIFE CONSERVATION $ 22,516,720 $ 22,502,913
Wildlife Conservation. Habitat Management, and

Research.

A_1.2. Strategy: TECHNICAL GUIDANCE by 2.577.236 § 2.577.236

Technical Guidance to Private Landowners and
the General Public.
A._1.3. Strategy: HUNTING AND WILDLIFE RECREATION s 2,636,717 § 2.636.717

Exhaneced ITunting and Wildbife-relnted

Recreational Opportunities.

A.2.1. Strategy: INLAND FISHERIES MANAGEMENT h 13,771,729 8§ 13,504,729
Inland Fisheries Management. Habitat

Conservation. and Research.

A_2.2. Strategy: INLAND HATCHERIES OPERATIONS 5 5,564,733 5% 5.715.733
A.2.3, Strategy: COASTAL FISHERIES MANAGEMENT 3 12,038,252 S 11,647.631
Coastal Fisheries Management, Habitat

Conservation and Research.

A.2.4. Strategy: COASTAL HATCHERIES OPERATIONS 5 3.028.560 § 3.028.560

Total, Goal A: CONSERVE NATURAL RESOURCES b 62.133.947 S 61.613.519

outcome (Results/impact):
Percent of Total Land Acreage in Texas Managed to
Enhance Wildlife through TPWD Approved Wildlife
Management Plans 18.84% 10.44%
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These examples show the differences between the budget format before and after the changes in
1991. By way of example, Figure 2, from Texas' most recent budget, shows one of the Texas
Parks and Wildlife Department's goals of Conserving Natural Resources. Within this goal
several strategies are listed, such as Wildlife Conservation and Technical Guidance. Each of
these strategies include at least one program. The analysis in Figure 3 below shows how the
entire Texas budget distributes programs across agency strategies.

Figure 3
Analysis of Program Distribution Across Agency Strategies in the 2016-17 General Appropriations Act
Strategies by Number of Programs within the Strategy

|ARTICLE | 1 Program 2 ‘ 3 | 4 | 5 ‘ 6 7 or More Programs Tota!
Strategies

General Government 111 24 8 5 3 2 3 156

Health & Human Services 136 10 4 0 0 1 3 154

Public Education 31 6 2 0 0 2 4 45

Higher Education 1,276 4 5 0 0 0 0 1,285

Judiciary 64 3 0 0 0 0 0 67

Public Safety / Crim Justice 99 24 4 3 4 2 2 138

Natural Resources 71 24 11 10 4 1 4 125

Business / Econ Dev 105 7 3 2 0 0 2 119

Regulatory 127 17 6 2 0 0 0 152

Legislative 12 0 0 0 0 0 0 12

Total # of Strategies 2,032 119 43 22 11 8 18 2,253

Strategies by Number of Programs within the Strategy
As a Percentage of All Strategies

4 or More
| 1 Program (2 Programs |3 Programs e —
General Government 1% 15% 5% 8%
Health & Human Services 88% 6% 3% 3%
Public Education 69% 13% 4% 13% \
Higher Education 99% 0% 0% 0%
Judiciary 96% 4% 0% 0%
Public Safety / Crim Justice 2% 17% 3% 8%
Natural Resources 57% 19% 9% 15%
Business / Econ Dev 88% 6% 3% 3%
Regulatory 84% 11% 4% 1%
Legislative 100% 0% 0% 0%
ALL ARTICLES 90% 5% 2% 2%

Source: LBB, State Budget by Program, 2016-17 GAA

GAA Strategies by Number of Programs in Each Strategy
As a Percentage of All Strategies, by Article
Source: LBB, State Budget by Program (2016-17 GAA)

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

General Government Health & Human Public Education Higher Education Iudiciary Public Safety / Crim Natural Resources Business / Econ Dev Regulatory Legislative
Services Justice

®1Program M2 Programs ™3 Programs ™4 or More Programs
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Texas' 2016-17 budget, also referred to as the General Appropriations Act (GAA), contains a
total of 2,253 strategies. Of this total, 2,032 of the strategies, about 90 percent, contain just one
program. An additional 119 strategies, or 5%, contain 2 programs. The remaining 5% of
strategies contain 3 or more programs. Figure 3 also includes a breakdown of the number of
programs within each strategy by article. The information provided in Figure 3 is an update to
information the LBB previously provided in its presentation to the Committee.

Additional Information Provided in the General Appropriations Act
In addition to strategy-based information, the Texas budget includes further details aimed at
increasing transparency within the budget process, including:
e Method of finance - explains the type of funds used for the appropriation, such as
general revenue, general revenue-dedicated, or federal funds;

e Object-of-expense - provides information on the types of categories the money is being
spent on, such as salaries or travel,

e Number of full-time employees;

e Performance measures - provides a tool to determine the effectiveness of
appropriations; and

e Riders - provides further direction on how funds within strategies shall be spent.

Figure 4 below, from the Senate Research Center, shows how these details are formatted within
the GAA document.
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Figure 4

Method of Financing:

Sets forth the source of funding for an
agancy. (See section on revenue e
a descriptan of funding sources. )

!

Murnbar of FTEs:

Sacs forh ma nurnbar of Tull-ama
acuvaant [FTE] ampiaydas tha
AgARCY Ay BMpEy.

Schadule of Exampt Positiors:
Sats forh Ealanes 1or ampioyaas wh
A ok pakd pursuant o e sahe
CAasslcaton schaos.

Goak
Sacs torih & Goal e sgarcy seaks o
ACTeia,

\ O\

Stratagy:

Sets forth actions fo ba eian by the
npancy o echiewa tha goaol. Thara
maxy be mulliple siraleges wrder ona
goal. Funding is proveded al the
iramegy vl

!

Objact of Expanss
Listing of an agency's Eudger By
EALCRY £ BARENE WrSLE STAINGY

l

COMMISSION ON JAIL STANDARDS

For the Years Ending
August 31, August 31,
2074 2018

Method of Financing:
General Revenue Fund 5 WA S 14 N
Appropnated Recepls 4,500 4,500
Tatal, Method of Financing 5 N0 5 VIR
This bill pattern represents an estimated 100%
of this agency’s estimated total available
funds for the blennium.
Number of Full-Time-Equivalents (FTE): (L1 160
Schedule of Exempt Positions:
Exccutive Director, Group | S34, 128 S5, 125
ltems of Appropriation:
A, Goal: EFFECTIVE JAIL STANDARDS
Assil Local Gowis theough E Mective Standards & Technical
Assislance

ALY, Strategy: INSPECTION AND ENFORCEMENT 5 LRTTTE S . LTS

Peifor nspectiois of Facilities and Enforce

Stanadards.

A2, Strategy: CONSTRUCTION PLAN REVIEW 5 74512 § 74582

Assist with Faciliny Need Amalysis and

Comnction Documeni Review.,

A22 Strategy: MANACGEMENT CONSULTATION 5 1501 s (R KT
Assist with S1aiTing Analysis, Operating Plans,

& Program Developnsent,

A3, Strategy: AUDITING POPULATION AND COSTS 8 dndmo % 4xm

Collegt and Analyee Doty Conderming Tumate

Population Backlogs Cots.

Total, Goal A: EFFECTIVE JAIL STANDARDS S N P . TN
B. Goal: INDIRECT ADMIMISTRATION

B.1.1. Strategy: INDIRECT ADMIMISTRATION s At S 1370

Grand Total, COMMSSION ON JAL STANDARDS. 5 GliAm § b TR EE

Object-of Expense Informational Lisiing:
Salaries and Wages 5 TR A4 8§ GTR 45T
Cber Personnel Coss 1% 20 18 2000
Professional Foes and Semviges 50 $50
Comsumable Supplics 2 2 500
Lnilifses LT R
Travel LR ] 13X
Rent = Building L] L]
Rent = Maching and Ouser LY i1 L 1]
Oiher Opermting Expense o Aaw  MaW
Total, Object-of-Expense informational Listing 1 Glid § LI EEE
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Figure 4

COMMISSION ON JAIL STANDARDS
(Continued)
Estimated Allocations for Employes Benefitz and Debt
Service Appropriations Made Elsewhere in this Act:
Emplovee Bencfity
Ricterement
Giroup Insurance
Social Security
Benefits Replacement
Subtotal, Ensploves Benefits
Dt Service
Liease Payments

Total, Estimated Allocations for Employee

Ridors: in thi i Inas 5 I35

Sarts forth specific instruchons

;';ﬁ;‘jmﬂ:m:“;m Performance Measure Targets. The following is a listing of the key performance target levels
for the Commussion on Jail Standards, It is the inieni of the Legislature thai appropriaitons made

by this Act be utilized in the most efficient and effective manner possible to achicve the intended
mussion of the Commission oa Jail Standards. In order to achicve the objectives and senvice
standards established by this Act, the Commission on Jail Standards shall make every effort to

attain the following designated key performance target levels associated with cach item of
appropriaton.

Performance Measure Targets: 04
Sats forth a measurakle amget o
ba used inmaeing a
aalisirateyy.

Namber of Jails .hh:'tmgl..mlmtlnt Sumlapds 33

Fercent of Jab with Mansgement-releted D icances LT o
A1 Strategy: INSPECTION AND ENFORCEMENT
Output [Volume):
Number of Asmml Enpectons Condacied 244
A2.1. Strategy: CONSTRUCTION PLAN REVIEW
Output [Volume):
Nummber of Ow-site Flhasning md Constnacton
Corsalttsom with lasl
A2.2. Strategy: MAMAGEMENT CONSULTATICN
Output [Volume):
Nummber of Ow-seic Cperation 3nd Manspoment
Comrultaiiom with fal Reprowntaine 70

A 3.1, Strategy: AUDITING POPULATION AND COSTS

Output [Volume):
Numbey of Paper-neady Reports Amdyvined G600 £, 00

X, Appropriation: Inspection Fees. The Commission on Jail Standards is hereby appropriated in
Stratcey A_LL Inspection and Enforcement, fees collected to pay only the cost incurmed by the
commission in performing inspections pursuant o Government Code, §511.0091 (estimated to be
S13.000 in fiscal year 2014 and 513 000 ia fiscal vear 2015 from the General Revenue Fund and
included in the amounts appropriated above).
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Supplemental Budget Documents

In addition to the information provided in the GAA, the LBB produces several supplemental
documents that support and enhance the overall transparency of the budget process. These
supplemental documents include the State Budget by Program, Summary of Recommendations,
and other reports based on specific agency policy and budget issues.’

The State Budget by Program document provides a listing of all programs by strategy for every
state agency.® Therefore, although the GAA lists appropriations by strategy, this supplemental
document articulates exactly which programs are included in each strategy. This document also
provides further details on each program within the budget, including a program's method of
finance and statutory basis.’

Historically, the LBB produces the State Budget by Program after session has ended and the
budget has passed the Legislature. Therefore, although this document provides transparency as
to what the finalized budget contains, it is not a useful tool for members of the Legislature during
the Legislative process. To maximize the impact of this information, the LBB should also
produce a supplemental document at the beginning of the Legislative process that provides
programmatic information by strategy of the base budget bill as filed.

Other States' Budget Formats

The Committee studied several different states' budgets and found varied approaches to Texas'
appropriations format. Appendix A shows budget formats from eight states, including Texas.
Each of these states lists appropriations differently. For example, Texas lists funding by
strategy, however others, such as Ohio, list funding by program. These examples help show the
differences between strategy-based and program-based budgets.

The Committee also noted differences among the states' budgets in the level of detail provided
for the same category of information. For example, both Ohio and Idaho provide program level
funding information, but Ohio's budget lists specific programs while Idaho's budget contains less
detailed high-level programs. Idaho's budget, on the other hand, provides detailed information
for methods of finance, showing specific funds used for each appropriation, while South
Dakota's budget provides method of finance information using more generalized fund types.

The states' budget formats also differ in the types of information included in the budget. For
example, Illinois' budget provides information using object-of-expense detail, however other
states' budgets, such as Alabama, do not include any object-of-expense information. Another
example is outcome targets and other performance measures, which only a small minority of
states include in their budget. Texas and New Mexico are two of only three states which include
performance measures in the state budget, although most states reference performance measures
in supporting budget documents.*

Each of these state's budgets reflect the importance placed on certain types of information within
the respective state. A state budget bill is tailored to the organization, interests, traditions, and
legislative budget process of its particular state.™* The chart in Figure 5 below, provided by the
LBB, shows the types of information contained in each of the budgets in Appendix A.
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Figure 5

Agency Division / Item of Expenditure llinois
High-level Program (No OOE) Alabama
High-level Program (OOE detail, MOF columns) South Dakota
High-level Program (MOF detail, OOE columns) ldaho
Specific Program List (by MOF, no OOE) Ohio

Program with description, with Performance Measures New Mexico
OOE and Program Hybrid, with Incremental Detail North Dakota
Strategy, Agency MOF & OOE, with Performance Measures Texas

T oudge ormat Exampes e Suppemoni Packe | swe
1
2
3
4
5
6
7
8

Strategy-Based Budgeting vs. Program-Based Budgeting

The level of transparency provided by both strategy-based budgeting and program-based
budgeting depends in part on the size and complexity of the strategy or program. For example,
Medicaid is a single program within the Texas budget, but its appropriations span across several
strategies. Within the Health and Human Services bill pattern, Medicaid is listed as the
goal. The Medicaid goal includes 12 strategies, including strategies such as aged and Medicare-
related, pregnant women, children, prescription drugs and medical transportation. Further, the
Medicaid program spans additional strategies within other agency bill patterns, such as the
Department of Aging and Disability Services. If Texas switched to a program based budget,
Medicaid would instead be listed as a single line-item program, which would result in less
transparency than the current strategy-based approach.*?

On the other hand, certain strategies within the Texas budget contain several programs, which
can impede transparency in a strategy-based approach. For example, the Texas Education
Agency is appropriated funds for a strategy entitled Statewide Educational Programs that
contains 19 programs.’* Program-based budgeting for this strategy would provide greater
transparency than the current strategy-based budget.

Additionally, when evaluating the transparency of strategy-based vs. program-based, it is
important to consider all other information provided through the budget document and
supplemental materials. A strategy-based vs. program-based comparison is one factor in
determination of transparency, but it is the totality of the information provided through the
budget and supplemental documents that provides the best understating of a budget's
transparency.

CONCLUSION

Texas' strategy-based budget has most of the benefits of both program-based and strategy-based
budgets, since 90% of Texas' strategies contain only one program. In addition, Texas provides
detailed program-based information through the supplemental document, State Budget by
Program. Furthermore, Texas provides method of finance and object-of-expense detail, along
with performance measures within the GAA.

26



Texas' current budget format, when combined with supplemental documents, provides one of the
highest levels of transparency in state budgeting. The Legislature must continue to look for ways
to ensure Texas' budget is as transparent as possible so the public is able to understand how their
tax dollars are being spent. The Legislature should consider practices in other states that could
be incorporated to improve the transparency of Texas' budget.

RECOMMENDATIONS
The LBB should produce a supplemental document at the beginning of the Legislative process
that provides programmatic information by strategy of the base budget bill as filed.

! Senate Research Center, Budget 101, January 2015, Pgs. 18 - 19.
% See Appendix A.
i LBB Presentation, Fiscal Responsibility Interim Charge hearing, Pg. 2.
Id.
*1d.
®1d. at Pgs. 3 - 4.
" LBB Presentation, Fiscal Responsibility Interim Charge hearing, Pg. 6.
®1d. atPg. 7.
°1d.
19| BB Presentation, Fiscal Responsibility Interim Charge hearing, Pgs. 9-10.
1d. at Pg. 11.
12 See General Appropriations Act, 2016-17 Biennium, Article 11 Pgs. 1 - 143.
13 See State Budget by Program, Texas Education Agency, Strategy A.2.1.
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1. Agency Division / Item of Expenditure — ILLINOIS

Makes appropriations for the ordinary and contingent

expenses of the Department of Natural Resources for the
fiscal year beginning July 1, 2016, as follows:

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

General Revenue Fund 5 44,000,000
Other State Funds 5193,827,275
Federal Funds 5 26,407,407

GENERAL OFFICE
Payable from the State Boating Act Fund:
For Personal SerVICESE ..ivcssvstosttosossssstsosssssssesass 0
For State Contributions to State
Employees' Retirement System ...... ...t ennnnas 0

For State Contributions to

S e e R o T s 0
| Jlel N Ei e 111 =) I i b -l Lol S S S s S S S S a0 C 0 a0 00 a0ao o 00c0 000 0ad 0
For Contractual Services ....cvivvcicecnersnnnrssnnnens 74,000

Payable from the State Parks Fund:
For Contractual Services ...icciiiitesnsnsasacnnnanas 50,000
Payable [rom Lhe Wildlile and Fish Fund:
For Personal Services . ......cceeieeeirsnennoanannsnnnns 280,000
For State Contributions to State
Employees' Retirement System .........ccciiiuiieeenn. 116,000

For State Contributions to

e i Y T Tk il e s S N e A S 0 0 08 008 G 0a 0008000000800 19,900
| 3ol e Ehalo] bl o [ ni=ibhat=1 Vel S e S S G 00 o0 oo 0000 0ona 70,000
For Contractual ServViCEeS5S ... eeertersoessssssnscnnnans. 350,000

) e L= 7 Y e e e e e e e e e e e eSS a <3 e 1] (1.0}
| et =] Ha b o)1 =3 1 R S S S e e e oo 0o oo e a0 Eaacaa e o 1,000
Pavable from Plugging and Restecration Fund:

-
E

or Contractual ServiCes ...ttt et ieeeecaceacscaaanans 32,800
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10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

OFFICE OF LAW ENFORCEMENT
Payable from the General Revenue Fund:
For Alcoliol EITOrCeMent . oe. em s ww s o s 5 8 5% s w0 6508 9w 8 50 6 20,000
Payable from State Boating Act Fund:
For Personal SERVECES uuw: em s v s sv 5 o0e 3 w0 s o o o0 5 508 2808 1,524,200
For State Contributions to State
Employees® Retirement System ......cocsecicssssnsaas 677,000

For State Contributions to

Socidl SeBUTTLEY s s s 506 & o6 & 508 5 05 8 905 § 208 5 A 380 s S 24,800
For Group! ERSUTANCE « « ww ¢ s v e e sie o wie 6 e s ol e o e © e e e 468,300
Far ContractBal SeTWICES cu e« e s s o wiss wre s aie o e e e ves s 508,500
BoX MBI A s Bt e o) lotiac e moms ) nchal I8 pmrms 8 vz B smavm ) cocnd 5] il e o i it 63,700
For 'COmMMOdIT1IES siws s s s wmw s o s aiw s w5 9he 3 908 & 5@ $0d 5808 53 225,200
For: EQquipment oe v e v s v s wiws oo s o & 5 s 56 8 ape 5w o @6 5w 55 170,700
For TelecommuHiCabions .« ¢s o s« w0w o Sre s 506 o &0 978 6608 30808 30 186, 300
For Operation of Auto Equipment .........c.ciiiiinan. 337,100
For Expenses of DUI/OUI Equipment ....cceevvessassnans 20,000

For Operational Expenses of the Snowmobile
PROGPAN s 5 w15 sies s0e0s 5 & 59 5 506 7 906 3 906 8 906 5 408 8 908 97978 & 0% 1@ wied @ 35,000

Payable from State Parks Fund:
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2. High-Level Program, No OOE, MOF Detail - ALABAMA

General Fund

Earmarked Funds

Appropriation To-
tal

10, 000

Total Choctawhat Pea and

Yellow Rivers Watershed Man

10, 000

10, 000

agement Authority......ceeeaes
Commerce, Department of:
(a) Industrial Development

PIOQraM.cssessssanasnsaensoss 5,010,544

Of the above appropriation,

$75,000 shall be expended for

the Robotics Technology Park.

Skills Enhancement and

oyment Opportur

350,000

5,360,544

PrOGEAM. o s mnn wnimn on mx e 759,456 41,686,938 42,446,394
SOURCE OF FUNDS:
(1) State General Fund . """ ""°° 5,770,0
(2) Departmental Receipts e 350, 000
(3) Federal and Local ey 41,686, 938
Total Commerce, Department of . 5,770,000 42,036,938 47,806,938
Conservation and Natural Re-
sources, Department of:
(a) State Land Management Pro=-

GrAM. s sansssvsasniassassssains 20,049,291 20,049,29
(b) Outdoor Recreation Sites

and res Program .....se.s 47,786,138 47,786,138
{c) Game and Fish Program o 41,291,473 41,291,473
(d) Marine Resources Program Che B,673,605 8,673,605
(e) Administrative Services

PEOGERE . . v e aisiain e sts /e wie) saiee 10,176,596 10,176,596
(f) Capital Outlay Program 12,475,263 12,475,263

The appropri n to the De-

parts t of Conservation and
Natural Resources shall in-
clude Alabama's pro rata share
of the Gulf States Marine

Commission's operat-

appropria-

Con=-

the

Department of
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Nl Ll B -

=2}

10

11
12
13
14

servation and Natural Re-
sources includes funds for the
maintenance, staff and repailr
of the Governor's official
bea¢h mansion,

SOURCE OF FUNDS:

(1) Administrative Fund

(2) BP 04l Funds.

(3) Forever Wild Trust

Fund=Prangafar ., iewawoeas sss

The funds hereinabove appro-
priated shall be payable as
provided in Sections 9-2-1 et
seg., Code of Alabama 1975.

(4) GOMESA, Estimated .

(5) Game and Fish
Fund-Licenses, Fines, Fees,
Interest Income and Other

Departmental Recelpts .......

(&) Game and Fish Fund-Use Tax

(7) Marine Resources
Fund-Licenses, Taxes, Fines
and Other Departmental Re-

CEL TR R &) i D
(8) Marine Resources Fund-Use
Ta8K.eisaesavasnssssnsasasnnass
Pursuant to Section 40-23-77,
Code of Alabama 1975.
{8) Parks Revolving Fund, Es-

timated. . sl e e

{(10) State Lands Fund

(11) State Lands
Fund-Coastal. s imaanscaeaiieas

Pursuant to Section 40-23-77,
Code of Alabama 1975.

{12) State Parks Fund """
{13) State Parks Fund, Esti-
] B A O S D P e e

Pursuant to Section 40-23-35,

General Fund

Earmarked Funds

Appropriation To-
tal

10,161,596

9,854, 335

600, 000

900,000

42,700,736

60, 000

8,171,549

2,056

37,781,138

19,215, 956

1,000,000

1,055, 000

5,000, 000
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3. High-level Program — QOOE Detail, MOF Columns - SOUTH DAKOTA

GENERAL FEDERAL
FUNDS FUNDS
(3) History
Personal Services $866.483 $364.131
Operating Expenses $1.001.274 $541,557
Total $1.867,757 $905,688

FT.E.

(4) DEPARTMENT TOTAL. TOURISM

Personal Services $866.483 $364.131
Operating Expenses $1.001.274 $1.419.557
TOTAL $1.867,757 $1.783,688
F.T.E.

SECTION 6. DEPARTMENT OF GAME, FISH AND PARKS
(1) Admimstration, Secretary of Game, Fish and Parks

Personal Services $103.087 $0
Operating Expenses $825.202 $0
Total $928.289 $0
ETE.

(2) Wildlife--Informational

Personal Services $0 $3.548.403
Operating Expenses $0 $12.316,779
Total $0 $15.865.182
ELE.

(3) Wildlife, Development and Improvement--Informational

Personal Services $0 $0
Operating Expenses $0 $1.093.750
Total $0 $1.093,750
ETE.

(4) State Parks and Recreation

Personal Services $2.390.553 $840,721
Operating Expenses $1.465.789 $2.418,035
Total $3.856,342 $3.258,756
ETE.

(5) State Parks and Recreation, Development and Improvement

Personal Services $0 $0
Operating Expenses $0 $2.829.750
Total $0 $2,829,750
ET.E.

OTHER
FUNDS

$1.185.378

$1.490.882

$2.676.260

$2.956.249
$14,087.440

$17.043.689

$1.736.948
$1.556.413

$3.293.361

W

$13,043,042
$14.360.318

$27.403.360

$0
$418.250

$418.250

$6.242.169
$7.381.816

$13,623.985

$0
$3.956.450

$3.956.450

TOTAL
FUNDS

$2,415,992
$3.033.713
$5.,449.705
44.0
$4.186.863
$16.508.271

$20.695.134
72.0

$1.840.,035
$2.381.615

$4.221.650
25.1
$16.591.445
$26.677.097
$43.268,542
290.0

$0
$1.512.000
$1.512.000
0.0
$9.473.443
$11.265.640
$20,739,083
2432

$0

$6.786.200

$6.786,200
0.0
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4. High-level Program — MOF Detail, OOE Columns — IDAHO

SECTION 1. There is hereby appropriated to the Department of Parks and
Recreation, the following amounts to be expended according to the designated
programs and expense classes, from the listed funds for the period July 1,

2016, through June 30, 2017:

FOR FOR FOR
PERSONNEL OPERATING CAPITAL
COSTS EXPENDITURES OUTLAY

I. MANAGEMENT SERVICES:

FROM:

General

Fund $380,200 $260, 900
Indirect Cost Recovery

Fund 243,100 197,200
Parks and Recreation

Fund 1,396,800 1,027,500

Recreational Fuels

Fund 632,300 87,500 $105,400

Parks and Recreation Registration

Fund 324,100 145,100

Miscellaneous Revenue

Fund 15, 600

Federal Grant

Fund 0 2,600 Q
TOTAL $2,976,500 $1,736,400 $105,400

II. PARK OPERATIONS:

FROM:

General

Fund $2,094, 900 $600, 700

Indirect Cost Recovery

Fund 2, 400

Parks and Recreation

Fund 4,324,200 1,395,800 $130,000

Recreational Fuels

Fund 141,800 244,600 810,500
Parks and Recreation Registration

Fund 841,500 801, 300 100,000
Miscellansous Revenue

Fund 49,400 76,500

FOR

TRUSTEE AND

BENEFIT
PAYMENTS TOTAL

$641,100

440,300

$290,000 2,714,300

2,221,800 3,047,000

7,401,200 7,870,400

15, 600

1,997,100 1,999,700

$11,910,100  $16,728,400

$2,695, 600

2,400

5,850,000

1,196,900

$200,000 1,942,800

125,900
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3. Specific Program List, by MOF, No OOE - OHIO

SECTION 337.10. DNR DEPARTMENT OF NATURAL RESOQURCES
General Revenue Fund

GRF 725401  Division of s 1,800,000 $ 1.800,000
Wildlife-Operating Subsidy

GRF 725413  Parks and Recreational $ 23239600 § 24,655,600
Facilines Lease Rental Bond
Payments

GRF 725456  Canal Lands b4 135,000 § 135,000

GRF 725502  Soil and Water Districts g 3.250.000 § 0

GRF 725505  Healthy Lake Ene Program  § 1.000,000 § 1,000,000

GRF 725507  Coal and Mine Safety 5 2600000 $ 2 700,000
Program

GRF 725512 Portage County Stormwater  $ 150,000 $ 150,000

GRF 725003  Natural Resources General g 27.070.900 § 26.074.400
Obligation Bond Debt Service

GRF 727321  Division of Forestry S 4467001 § 4542 001

GRF 720321  Office of Information $ 177405 § 177.405
Technology

GRF 730321  Division of Parks and $ 30.000.000 & 30.000.000
Recreation

GRF 736321 Division of Engineering $ 2324736 § 2324736

GRF 737321  Duvision of Soul and Water b 2800052 § 1.013.652

Resources
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Am. Sub. H. B. No. 64

2689
GRF 738321 Davision of Real Estate and s
Land Management
GRF 741321  Davision of Natural Areasand $
Preserves
TOTAL GRF General Revenue Fund s
Dedicated Purpose Fund Group
2270 725406  Parks Projects Personnel $
4300 725671  Canal Lands $
4120 725628  Injection Well Review S
4MT0 725686  Wildfire Suppression $
4590 725622  NatureWorks Personnel $
4U60 725668  Scenic Rivers Protection 3
5090 725602  State Forest $
5110 725646 Ohio Geological Mapping  §
5120 725605  State Parks Operations $
5140 725606  Lake Ene Shoreline $
5160 725620  Water Management $
5180 725643  Oil and Gas Regulationand  §
Safety
5180 725677  Oil and Gas Well Plugging  §
5210 725627  Off-Road Vehicle Trails $
5220 725656  Natural Areasand Preserves  §
5260 725610  Stnp Mining Admunistration
Fee
5270 725637  Surface Mining $
Admimstration
3290 725639 Unreclaumed Lands $
5310 725648  Reclamation Forfeiture $
5B30 725674 Mimng Regulation $
5BV0 725658  Heidelberg Water Quality $
Lab
5BVO 725683  Soil and Water Districts $
SELO 725612  Wildlife Law Enforcement  §
SEMO 725613  Park Law Enforcement $
SENO 725614 Watercraft Law Enforcement $
SHEQ 725625  Ohio Nature Preserves S
5MF0 725635  Ohio Geology License Plate  §
SMWO0725604  Natural Resources Special $
Purposes
5P20 725634  Wildlife Boater Angler $
S5SA1 725609  Mentor Stormwater Project  §
6150 725661 Dam Safety $
6970 725670 Submerged Lands $
7015 740401 Dmvision of Wildlife 3
Conservaiion
7086 725414  Waterways Improvement $
7086 725418  Buoy Placement $
7086 725501 Waterway Safety Grants 5
7086 725506  Watercraft Marine Patrol $
7086 725513  Watercraft Educational $
Grants
7086 739401  Division of Watercraft S
8150 725636  Cooperative Management $

670,342
1.200.000

100,993,936 §

685.008
883.879
128 466
100.000
818,618
100,000
6.879410
1.400,000
31.471.044
1,559,583
2550201
19.193.271

3.000.000
143,490
346,639

2077956

1.681.153

1,804,180
500,000
28,135
125,000

4,000,000
12,000
34,000

7,500
1.000
250
6,000,000

3.000,000

350.000
043,517
860,145
56.325.976

6.193.671
60.000
120,000
576.153
400.000

21.271.870
649.000

L R Y Y R e R N R ]

o U o D S

LR R T R W ]

Ll L R R s R O D L

131st G.A.

670.342
200,000
96,443,136

696,995
883,879
128 466
100,000
833,076
100,000
6,880,148
1.800.000
31471044
1,559,583
2550201
19.444.876

3.000.000
143.490
546,639

2977955

1.681.154

1,804,180
500.000
28.135

0

0

12.000
34.000
7.500
1.000
2,520
6,000,000

3.000,000

0

043.517
869,145
59997 307

6.193.671
60,000
120,000
576.153
400.000

21.071.870
456,000
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Projects

8160 725649  Wetlands Habitat

8170 725655  Wildlife Conservation
Checkoff

8180 725629  Cooperative Fisheries
Research

8190 725685  Ohro River Management

8§1B0 725688  Wildlife Habitats

TOTAL DPF Dedicated Purpose Fund Group

Internal Service Activity Fund Group

1550 725601 Departmental Projects

1570 725651  Central Support Indirect

2040 725687  Information Services

2050 725696  Human Resource Direct
Service

2070 725600  Real Estate Services

2230 725665  Law Enforcement
Administration

4X80 725662  Water Resources Council

5100 725631  Maintenance - State-owned
Residences

6350 725664 Fountain Square Facilities
Management

TOTAL ISA Intemal Service Activity

Fund Group

Capital Projects Fund Group

7061 723405  Clean Ohio Trail Operating

TOTAL CPF Capital Projects Fund Group

Fiduciary Fund Group

4M80 725675  FOP Contract

TOTAL FID Fiduciary Fund Group

Holding Account Fund Group

RO17 725659  Performance Cash Bond
Refunds

R043 725624 Forestry

TOTAL HLD Holding Account

Fund Group

Federal Fund Group

3320 725669  Federal Mine Safety Grant

3B30 725640  Federal Forest Pass-Thru

3B40 725641  Federal Flood Pass-Thm

3B50 725645  Federal Abandoned Mine
Lands

3B60 725653  Federal Land and Water
Conservation Grants

3B70 725654 Reclamation - Regulatory

3P10 725632  Geological Survey - Federal

3P20 725642  Oil and Gas - Federal

3P30 725650 Coastal Management -
Federal

3P40 725660  Federal - Soil and Water
Resources

L T .
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066.885
2.000.000

1.500.000
203,584

1.200.000
183,272,034

2,444 457
5,176,611
5,633.426
2634135

34201
2,553.054

138.005
249611

3.457.486

22,321,076

300,775
300,775

20,219
20219

528,993

A () o

LT W A W L R R R

2,100,000 S

2628993

265,000
500,000
500,000
11,851,759

950,000
2,977,956
160,000
234500
1,746.000

4,165,738

“
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131st G.A.

966.885
2,000,000

1.500.000
203,584

1.200.000
182,754,063

1.805.807
5,351,233
5.633.426
2.696.052

34834
2.600.277

138.005
249.611

3.469.467

21.987.712

300,775
300.775

20,219
20.219

528,993
2.100.000
2.628.003

265,000
500,000
500,000
11,851,759

950,000
2.977.955
160,000
234,500
1.746.000

1.195.738
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2691
3R50 725673  Acid Mine Drainage $ 4342280 % 4,342,280
Abatement Treatment
3Z50 725657  Federal Recreation and Trails § 1.600,000 $ 1,600.000
TOTAL FED Federal Fund Group $ 20203242 § 26323241
TOTAL ALL BUDGET FUND GROUPS S 338830275 § 330.458.130

SECTION 337.20. CENTRAL SUPPORT INDIRECT

The Department of Natural Resources, with approval of the Director of
Budget and Management. shall utilize a methodology for determining each
division's payments into the Central Support Indirect Fund (Fund 1570). The
methodology used shall contain the characteristics of administrative ease
and uniform application in compliance with federal grant requirements, It
may include direct cost charges for specific services provided. Payments to
Fund 1570 shall be made using an intrastate transfer voucher. The foregoing
appropriation item 725401, Division of Wildlife-Operating Subsidy. shall be
used to pay the direct and indirect costs of the Division of Wildlife.

SECTION 337.30. PARKS AND RECREATIONAL FACILITIES
LEASE RENTAL BOND PAYMENTS

The foregoing appropriation item 725413, Parks and Recreational
Facilities Lease Rental Bond Payments, shall be used to meer all payments
during the period from July 1. 2015. through June 30, 2017, by the
Department of Natural Resources pursuant to leases and agreements made
under section 154.22 of the Revised Code. These appropriations are the
source of funds pledged for bond service charges on related obligations
issued under Chapter 154, of the Revised Code.

CANAL LANDS

The foregoing appropriation item 725456, Canal Lands. shall be used to
provide operating expenses for the State Canal Lands Program.

SOIL AND WATER CONSERVATION DISTRICTS

Of the foregoing appropriation item 725502. Soil and Water
Conservation Districts. $350.000 mn fiscal year 2016 shall be used by the
Chief of the Division of Soil and Water Resources for a program to support
soil and water conservation districts in the Western Lake Erie Basin comply
with provisions of Sub. S.B. 1 of the 131st General Assembly. The Chief
shall approve a soil and water district's application for funding under the
program if the application demonstrates that funding will be used for. but
not limited to. providing technical assistance. developing applicable nutrient
or manure management plans, hiring and training of soil and water
conservation district staff on best conservation practices. or other activities
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6. Program w/ description, & Performance Measures —- NEW MEXICO

Other Intrnl Sve
Genaral State Funds /Inter= Fadaral
Item Fund Funds Agency Trnsf Funds Total [Target

NEW MEXICO LIVESTOCK BOARD:

(1) Livestock inspection!

The purpose of the livestock inspection program is to protect the livestock industry from loss of

livestock by theft or straying and to help control the spread of dangerous livestock diseases.
Appropriations:

(a) Personal services and

employee benefits 1,194.9 3,344.9 4,539.8
(b) Contractual services 283.1 283.1
(e) Other 206.0 1,197.8 1,403.8
Performance measures:
(a) Output: Mumber of road stops per month 80
(b) Outcome: Number of livestock determined to be stolen per one

thousand head inspected 0.01

(e) Outcome: Fumber of disease cases per one thousand head inspected 0.1
Subtotal 6,226.7

DEPARTMENT OF GAME AND FISH:
(1) Field operatiomsi
The purpose of the field operations program is to promote and assist the implementation of law

enforcement, habitat and publiec ocutreach programs throughout the state.

Appropriations:
(a) Personal services and

employee benafits 6,390.7 213.1 6,603.8
(b) Contractual services 72.8 72.8
(e) Other 1,575.0 1,575.0

Performance measures:
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Other Intrnl Sve

Genaral Statae Funds/Inter=- Fadaral

Item Fund Funds Agency Trnsf Funds Total [Target
(a) Output: ¥umber of conservation officer hours spent in the field

checking for compliance 33,000
(b) Output: Number of hunter and conservation education programs

delivered by field staff 350
(e) Output: Fumber of special field operatiomns to deter, deteect and

apprehend off-highway wehicle and game and fish violators 145

(2) Conservation services:
The purpose of the conservation services program is to provide information and technical guidance to any
person wishing to conserve and enhance wildlife habitat and recover indigenous species of threatemed and
endangered wildlife.

Appropriations:

(a) Personal services and

employee benefits 3,800.0 6,119.6 9,919.6
{b) Contractual services 1,226.6 1,831.2 3,057.8
(e) Other 3,164.3 5,055.0 8,219.3
(d) Other financing uses 1,471.0 323.3 1,794.3

The other state funds appropriation to the conservation services program of the department of game and
fish in the other financing uses category includes five hundred thousand dollars (5500,000) from the game

protection fund to support hunting, fishing and trapping activities and wildlife comservation measures on

state park properties, five hundred thousand dollars ($500,000) from the trail safety fund for transfer
to the state parks program of the energy, mineral and natural resources department and-tsio—hundred

Performance measures:

(a) Outcome: Number of days of elk hunting opportunity provided to New
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7. OOE/Program Hybrid, with Incremental Detail - NORTH DAKOTA

SECTION 1. APPROPRIATION. The funds provided in this section, or so much of the funds as may
be necessary, are appropriated out of any moneys in the game and fish fund in the state treasury, not
otherwise appropriated, and from special funds derived from federal funds and other income, to the
game and fish department for the purpose of defraying the expenses of the game and fish department,
for the biennium beginning July 1, 2015, and ending June 30, 2017, as follows:

Adjustments or

Base Level Enhancements Appropriation
Salaries and wages $25,899,606 $3,770,636 $29,670,242
Operating expenses 12,956,728 712,216 13,668,944
Capital assets 3,885,061 1,612,935 5,497,996
Grants 7,122,500 211,912 7,334,412
Land habitat and deer depredation 12,707,403 4,215,278 16,922,681
Noxious weed control 650,000 50,000 700,000
Missouri River enforcement 275,939 6,601 282,540
Grants, gifts, and donations 800,000 27,519 827,519
Nongame wildlife conservation 120,000 0 120,000
Lonetree reservoir 1,935,636 (112,631) 1,823,005
Wildlife services 384,400 0 384,400
Accrued leave payments 816,366 (816,366) 0
Total special funds $67,553,639 $9,678,100 $77,231,739
Full-time equivalent positions 158.00 5.00 163.00

SECTION 2. GRANTS, GIFTS, AND DONATIONS LINE. The grants, gifts, and donations line item
in section 1 of this Act includes up to $400,000 received by the game and fish department for surface
damage, easements, or reclamation on department owned or managed properties as a result of mineral
exploration and extraction activities.

SECTION 3. A new section to chapter 20.1-08 of the North Dakota Century Code is created and
enacted as follows:

Governor's proclamation concerning the hunting of elk - Annie's house at Bottineau winter
park raffle.

The governor may by proclamation provide for a season to hunt elk in a manner, number, places.
and times as the governor prescribes. Licenses to hunt elk must be issued by lottery, except as
provided under subsection 7 of section 20.1-03-11. with only residents eligible to apply; however. the

governor may by proclamation make available to Annie's house at Bottineau winter park a license to

hunt elk in a manner, places, and times as the governor prescribes. Annie's house at Bottineau winter
park shall hold a raffle under rules adopted by the director with residents and nonresidents eligible to
participate. No more than ten percent of the gross proceeds of the raffle may be used to promote the
raffle and all remaining net proceeds must be used to support the operations of Annie's house at
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8. TEXAS

PARKS AND WILDLIFE DEPARTMENT

For the Years Ending

August 31, August 31,
2016 2017
Method of Financing:
General Revenue Fund e
General Revenue Fund®™ * 7 s 18.485.278 S 6.402.028

Sporting Goods Sales Tax - Transfer to:

State Parks Account No. 647 *# 59.745.244 2.364.975
Texas Recreation and Parks Account No. 467 9.234.835 9.376.197
Sporting Goods Sales Tax - Transfer to Parks and Wildlife
Conservation and Capital Account No. 50047 1.290.000 1.322.000
Large County and Municipality Recreation and Parks Account
No. 5150 7.924 531 6.268.773
Uneclaimed Refunds of Motorboat Fuel Tax 9.366.917 9.111.916
Subtotal. General Revenue Fund 3 106.046.805 3 94.845 889
General Revenue Fund - Dedicated
Game. Fish and Water Safety Account No. oo9!-2 113.129.884 112.170.288
Srate Parks Account No. 064 41,529,173 41.903.849
Non-Game and Endangered Species Conservation Account No. 506 42.981 42981
Lifetime License Endowment Account No.,S-t-l 125.000 125.000
Deferred Maintenance Account No. 5166 %% 62.605.094 28.394.906
Subtotal. General Revenue Fund - Dedicated s 217,432,132 S 182.637.024
Federal Funds 37.908.196 35.961.359
Other Funds
Appropriated Receipts 3.900.953 3.547.845
Interagency Contracts 225.000 225.000
Bond Proceeds - General Obligation Bonds 16.066.796 (]
License Plate Trust Fund Account No. 0802 768.110 728.900
Subtotal. Other Funds s 20.960.859 S 4.501.745
Total, Method of Financing 3 382,347,992 3§ 317946017
This bill pattern represents an estimated 99.9%
of this agency’'s estimated total available
funds for the biennium.
Number of Full-Time-Equivalents (FTE):" 3.143.2 3.143.2
Schedule of Exempt Positions:
Executive Director. Group 5° £200.643 $200.643
Items of Appropriation:
A. Goal: CONSERVE NATURAL RESOURCES
Conserve Fish. Wildlife. and Natural Resources.
A.1.1. Strategy: WILDLIFE CONSERVATION s 22.516,720 s 22.502.913
Wildlife Conservation. Habitat Management, and
Research.
A.1.2. Strategy: TECHNICAL GUIDANCE 5 2.577.236 S 2.577.236

Technical Guidance to Private Landowners and

the General Public.

A.1.3. Strategy: HUNTING AND WILDLIFE RECREATION 5 2.636.717 b4 2.636.717
Enhanced Hunting and Wildlife-related

Recreational Opportunities.

A.2.1. Strategy: INLAND FISHERIES MANAGEMENT s 13,771,729 5 13.504.729
Inland Fisheries Management. Habitat

Conservation. and Research.

A.2.2. Strategy: INLAND HATCHERIES OPERATIONS s 5 5. 715,733
A.2.3. Strategy: COASTAL FISHERIES MANAGEMENT s s 11.647.631
Coastal Fisheries Management. Habitat

Conservation and Research.

A.2.4. Strategy: COASTAL HATCHERIES OPERATIONS s 3.028.560 s 3.028.560
Total, Goal A: CONSERVE NATURAL RESOURCES $ 62.133.947 3 61.613.519

B. Goal: ACCESS TO STATE AND LOCAL PARKS
B.1.1. Strategy: STATE PARK OPERATIONS s 75.664.466 3 78.453.779
State Parks. Historic Sites and State Natural
Area Operations
B.1.2. Strategy: PARKS MINOR REPAIR PROGRAM 5 4.945.315 3 4.945.315
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B.1.3. Strategy: PARKS SUPPORT
B.2.1. Strategy: LOCAL PARK GRANTS
Provide Local Park Grants.

B.2.2. Strategy: BOATING ACCESS AND OTHER GRANTS

Provide Boating Access. Trails and Other Grants.

Total, Goal B: ACCESS TO STATE AND LOCAL PARKS

C. Goal: INCREASE AWARENESS AND COMPLIANCE
C.1.1. Strategy: ENFORCEMENT PROGRAMS'
Wildlife. Fisheries and Water Safery
Enforcement.

C.1.2. Strategy: TEXAS GAME WARDEN TRAINING
CENTER

C.1.3. Strategy: LAW ENFORCEMENT SUPPORT
Provide Law Enforcement Oversight. Management
and Support.

C.2.1. Strategy: OUTREACH AND EDUCATION
Provide Outreach and Education Programs.

C.2.2. Strategy: PROMOTE TPWD EFFORTS
Promote TPWD Efforts and Provide Communication
Products and Services.

C.3.1. Strategy: LICENSE ISSUANCE

Hunting and Fishing License Issuance.

C.3.2. Strategy: BOAT REGISTRATION AND TITLING

Total, Goal C: INCREASE AWARENESS AND COMPLIANCE

D. Goal: MANAGE CAPITAL PROGRAMS

D.1.1. Strategy: IMPROVEMENTS AND MAJOR REPAIRS®

Implement Capital Improvements and Major
Repairs.
D.1.2. Strategy: LAND ACQUISITION?

D.1.3. Strategy: INFRASTRUCTURE ADMINISTRATION

Infrastructure Program Administration.
D.1.4. Strategy: DEBT SERVICE
Meet Debt Service Requirements.

Total, Goal D: MANAGE CAPITAL PROGRAMS

E. Goal: INDIRECT ADMINISTRATION
E.1.1. Strategy: CENTRAL ADMINISTRATION
E.1.2. Strategy: INFORMATION RESOURCES
E.1.3. Strategy: OTHER SUPPORT SERVICES

Total, Goal E: INDIRECT ADMINISTRATION
Grand Total, PARKS AND WILDLIFE DEPARTMENT

Object-of-Expense Informational Listing:
Salaries and Wages

Other Personnel Costs
Professional Fees and Services
Fuels and Lubricants

Consumable Supplies

TUtilities

Travel

Rent - Building

Rent - Machine and Other

Debt Service

Other Operating Expense

Food for Persons - Wards of State
Grants

Capital Expenditures

Total, Object-of-Expense Informational Listing

s 4,251.445 S 4.251.444
s 17.379.159 S 14.590.763
3 15.315941 $ 6.339.941
3 117,.556.326 $ 108.581.242
s 55,707,719 $ 55.707.720
$ 1.369.733 $ 1.369,733
s 2,580.303 3 2.580.303
$ 2.467.534 S 2.467.534
s 5.100.025 S 5.100.026
S 7,718,323 § 7.718.323
3 1.330.802 S 1.330.802
b 76.274.439 $ 76.274.441
b 91.427.103 § 38.945.404
s 2,198,031 S 422,701
h Y 3.765.517 $ 3.765.517
b 3.127.441 S 3.069.521
s 100.518.092 S 46.203.143
s 9.585.187 $ 9.585.187
s 13.442.441 $ 12,.850.925
b3 2.837.560 $ 2.837.560
25.865.188 25.273.672

3 382,347,992 § 317,946,017
b3 155,885,870 § 156,614,602
5.289.406 5.360.042
11,560.820 11,015,528
5.415.631 4.839.790
3.006.293 3.006.293
9,912,980 9.623.375
2,994,086 2.982.086
2.156.381 2,156,381
1.859.644 1.859.644
3.127.441 3.069.521
42.850.608 45,236,767

4.684 4.684

37.504.211 25.739,815
100.779.937 46.437.489

5 347 )

$ 317.946.017
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Estimated Allocations for Employee Benefits and Debt
Service Appropriations Made Elsewhere in this Act:

Emplovee Benefits

Retirement s 13.899.121 % 13.950.818
Group Insurance 39.095.726 42.727.446
Social Security 10.902.572 10.956.980
Benefits Replacement 474.083 429.045

Subtotal. Emplovee Benefits $ 64.371.502 % 68.064.289

Debt Service

TPFA GO Bond Debt Service b3 19.142.093 3 18.838.389
Lease Payments 53.812 54.527
Subtotal. Debt Service $ 19.195.905 § 18.892.916
Total, Estimated Allocations for Employee
Benefits and Debt Service Appropriations Made
Elsewhere in this Act $ 83.567.407 $ 86.957.205

1. Performance Measure Targets. The following is a listing of the key performance target levels
for the Parks and Wildlife Department. It is the intent of the Legislature that appropriations made
by this Act be utilized in the most efficient and effective manner possible to achieve the intended
mission of the Parks and Wildlife Department. In order to achieve the objectives and service
standards established by this Act. the Parks and Wildlife Department shall make every effort to
attain the following designated key performance target levels associated with each item of
appropriation.

2016 2017
A. Goal: CONSERVE NATURAL RESOURCES
Outcome (Results/Impact):
Percent of Total Land Acreage in Texas Managed to
Enhance Wildlife through TPWD Approved Wildlife
Management Plans 18.84% 19.44%%
Percent of Fish and Wildlife Kills or Pollution Cases
Resolved Successfully 75% 75%
A.1.1. Strategy: WILDLIFE CONSERVATION
OQutput (Volume):
Number of Wildlife Population Surveys Conducted 4,238 4.238
A.1.2. Strategy: TECHNICAL GUIDANCE
Qutput (Volume):
Number of Active TPWD-Approved Wildlife Management
Plans with Private Landowners 9.055 9.455
A.2.1. Strategy: INLAND FISHERIES MANAGEMENT
Output (Volume):
Number of Hours Spent Managing. Treating, Surveying
or Providing Public Education on Aquatic Invasive
Species 15.000 15.000
A.2.2. Strategy: INLAND HATCHERIES OPERATIONS
Output (Volume):
Number of Fingerlings Stocked - Inland Fisheries (in
millions) 16 16
A.2.3. Strategy: COASTAL FISHERIES MANAGEMENT
Output (Volume):
Number of Commercial Fishing Licenses Bought Back 10 10
A.2.4. Strategy: COASTAL HATCHERIES OPERATIONS
Output (Volume):
Number of Fingerlings Stocked - Coastal Fisheries (in
millions) 24 24

B. Goal: ACCESS TO STATE AND LOCAL PARKS
Outcome (Results/Impact):
Percent of Funded State Park Minor Repair Projects
Completed 75% T5%

B.1.1. Strategy: STATE PARK OPERATIONS
Output (Volume):
Number of State Parks in Operation a1 91
B.2.1. Strategy: LOCAL PARK GRANTS
Output (Volume):
Number of Grant Assisted Projects Completed 20 23

43



[&]

C. Goal: INCREASE AWARENESS AND COMPLIANCE
Outcome (Results/Impact):
Percent of Public Compliance with Agency Rules and
Regulations 97.5% 97.5%
C.1.1. Strategy: ENFORCEMENT PROGRAMS
Qutput (Volume):

Miles Patrolled in Vehicles (in millions) 10.88 10.03
Hours Patrolled in Boats 136.905 126.338
C.2.1. Strategy: OUTREACH AND EDUCATION

Output (Volume):

Number of Students Trained m Hunter Education 45.000 45.000
Number of Students Trained in Boater Education 12.000 12.000
C.3.1. Strategy: LICENSE ISSUANCE

OQutput (Volume):

Number of Combination Licenses Sold 590.000 595.000

D. Goal: MANAGE CAPITAL PROGRAMS
Outcome (Results/Impact):
Percent of Major Repair Construction Projects Completed 71.96% 71.96%
D.1.1. Strategy: IMPROVEMENTS AND MAJOR REPAIRS
Output (Volume):
Number of Major Repair/Construction Projects Completed ER 41

Capital Budget.*** None of the funds appropriated above may be expended for capital budget
items except as listed below. The amount shown below shall be expended only for the purposes
shown and are not available for expenditure for other purposes. Amounts appropriated above and
identified in this provision as appropriations either for "Lease Payments to the Master Lease
Purchase" or for other items with an "(MLPP)" notation shall be expended only for the purpose o
making lease-purchase payments to the Texas Public Finance Aurthority pursuant to the provision
of Government Code § 1232.103.

2016 2017
a. Construction of Buildings and Facilities
(1) Statewide Park Construction and Major
Repairs $ 73.666.794 S 33.216.906
(2) Wildlife. Fisheries. and Law Enforcement
Construction and Major Repairs 15,614,199 5.092.000
(3) Headquarters Construction and Major
Repairs 909.057 0
Total. Construction of Buildings and
Facilities 3 90.190.050 $ 38.308.906
b. Repair or Rehabilitation of Buildings and
Facilities
(1) Parks Minor Repair 4.281.000 4,281.000
¢. Acquisition of Information Resource
Technologies
(1) IT Resouwrces 1.878.537 1.324.030
(2) Replacement of Computers and Laptops 695,344 448.134
Total, Acquisition of Information
Resource Technologies $ 2.573.881 S 1.772.164
d. Transportation Items
(1) Transportation Items 6.280.999 5.680.999
e. Acquisition of Capital Equipment and Items
(1) Parks Capital Equipment 749.089 749.089
(2) Wildlife. Fisheries. and Law Enforcement
Capital Equipment 1.289.838 970.838
(3) Communications Division Equipment 20.000 20.000
Total. Acquisition of Capital Equipment
and Items 3 2058927 § 1,.739.927
f. Other Lease Payments to the Master Lease
Purchase Program (MLPP)
(1) MLPP 72,131 71,577
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g. Darta Center Consolidation

(1) Data Center Services (DCS) 4.686.437 4.597.646
h. Acquisition of Land and Other Real

Property

(1) Land Acquisition 1.760.910 0

Total, Capital Budget 3 111904335 S 56,452,219

Method of Financing (Capital Budget):

General Revenue Fund

General Revenue Fund $ 2.050,390 S 289.480
Sporting Goods Sales Tax - Transfer to State
Parks Account No. 64 2.449.089 5.449.089

Sporting Goods Sales Tax - Transfer to Parks
and Wildlife Conservation and Capital Account

No. 5004 1.290,000 1.322.000
Unclaimed Refunds of Motorboat Fuel Tax 600.080 345.080
Subtotal. General Revenue Fund s 6.389.559 S 7.405.649

General Revenue Fund - Dedicated

Game, Fish and Water Safety Account No. 009 13,919,947 13.087.897
State Parks Account No. 064 10.341.994 7.282.767
Deferred Maintenance Account No. 5166 62.605.,094 28.394.906
Subtotal. General Revenue Fund - Dedicated b 86.867.035 S 48.765.570
Federal Funds 1,946,837 (8]
Other Funds
Appropriated Receipts 634.108 281.000
Bond Proceeds - General Obligation Bonds 16.066.796 0
Subtotal. Other Funds $ 16.700.904 S 281.000
Total. Method of Financing $ 111,904,335 56,4522

Authorization: Purchase of Evidence. From the amounts appropriated above. the Texas Parks
and Wildlife Department is hereby authorized to establish a cash fund. for the purchase of
evidence and/or information and surveillance deemed necessary by the department for
enforcement of laws under the Parks and Wildlife Code. the Water Code and other statutes
enforced by the department.

Appropriation: Unexpended Balance for Construction Projects. Included in amounts
appropriated above in strategy D.1.1. Improvements and Major Repairs. are unexpended balances
from appropriations made for construction. repair, acquisition. and renovation projects and listed
in the capital budget riders of House Bill No. 1. Acts of the Eighty-second Legislature. Regular
Session and Senate Bill 1. Acts of the Eighty-third Legislature. Regular Session. These
unexpended balances are estumated to be $19.352.057 out of the following funds as of August 31.
2015:

2016 2017

General Revenue-Dedicated Accounts

Game, Fish. and Water Safety

Account No. 9 $ 985,316 $ (4]
Federal Funds $ 1.946.837 $ 0
Other Funds
Appropriated Receipts 3 353.108 $ 0
Bond Proceeds - General

Obligation Bonds $ 16.066.796 3 0
Total s 19.352.057 $ 0
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Part B - Debt

Hearing Information

The Senate Finance Committee held a hearing on March 30, 2016 to discuss Interim Charge
#3 related to the fiscal responsibility charge. The Committee was asked to review and make
recommendations to reduce state debt liabilities, including pension liability.

Introduction and Background

Texas has the second lowest state bond debt per capita among the 10 most populous states.
Conversely, Texas has the second highest local bond debt per capita among the 10 most
populous states, only behind New York and slightly above California. Therefore, although the
state has managed to keep debt relatively low, the Legislature should continue efforts to
minimize debt obligations as it is a burden placed on future generations.

Additionally, when evaluating state debt, it is important to recognize that there are obligations of
the state that act very similar to bond debt, but have not typically been discussed as debt -- such
as unfunded pension liability and obligations within our Texas Tomorrow Fund.

State Debt

The State of Texas currently has $41 billion in outstanding bond debt. State debt is issued by
state agencies and universities and is an obligation of the state. Of the $41 billion, $19 billion in
state debt receives a direct appropriation for its debt service, which is called Not Self-Supporting
debt. The remaining $22 billion is Self-Supporting debt and is expected to be repaid with a
revenue stream other than General Revenue.”

There are two main types of debt that the state uses, General Obligation (GO) debt and Non-
General Obligation (Non-GO) debt.

e GO debt is legally secured by a constitutional pledge of the first monies coming into the
state treasury that are not constitutionally dedicated for another purpose. For the state to
incur any GO debt, it must be approved by a two-thirds vote of both houses of the
Legislature and by a majority of the voters.

e Non-GO debt is legally secured by a specific revenue source and does not require voter
approval.?

Some examples of what state debt is issued for include but are not limited to:
repair and construction projects;

transportation projects;

tuition revenue bonds;

veterans' housing;

parks funding; and

cancer prevention.®
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Figure 1 below shows the amount and type of state debt outstanding for Texas.

Figure 1
Total State Debt Outstanding ($ in millions) - GO/Non-GO*

General Obligation Debt

Self-Supporting $11,395
Not Self-Supporting $5,917
GO Subtotal $17,312
Non-General Obligation Debt
Self-Supporting $23,529
Not Self-Supporting $130
Non-GO Subtotal $23,659
Total $40,971

When evaluating state debt, there are many considerations that have to be factored into whether
it is advantageous to pay off existing debt authorizations. The two main factors are: is the debt
callable (eligible for early payoff) and if so, are the interest rates too low for any real savings by
paying up front instead of amortizing over the life of the bond. When funding is available, the
Bond Review Board will advise whether it is more efficient to finance new projects with
available GR instead of issuing new bonds or paying off existing bonds. °

Unfunded Liabilities:
The definition of an unfunded liability in the recommendations includes the following criteria:

1. Liabilities that are considered long-term, as the obligation extends beyond the two-year
budget cycle;

2. Obligations that require Texas to pay due to legal responsibility or because non-payment
may significantly affect the credit of the state because of the perceived responsibility of
the state to guarantee payment; and

3. Obligations without a secured funding source outside of state appropriations.®

During the hearing, two main types of unfunded liabilities were discussed: pension liability and
the Texas Guaranteed Tuition Plan. While both operate with unfunded liabilities, how those
liabilities are managed are significantly different.

Pension liability

Texas has four major public pension plans, the Employees Retirement System (ERS), the
Teacher Retirement System (TRS), the Law Enforcement Custodial Officers Supplemental
(LECOS) Retirement Fund, and the Judicial Retirement System Plan Two (JRS Il). The ERS and
TRS pension plans make up 99 percent of the unfunded liability of the four plans.’ It is important
to note that for both ERS and TRS plans, there are constitutional requirements. Employees are
required to pay at least 6 percent of their salary. The state is constitutionally required to
contribute between 6 percent and 10 percent of an employee's salary and would need an
emergency declaration from the Governor to drop below or exceed those limits.

The four major pension plans in Texas are defined benefit plans. For example, ERS's retirement
benefits are calculated through a combination of the number of years of the employee's service to
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the state combined with a portion of the employee's highest 36 (or 48 for employees hired after
September 1, 2009 and 60 for employees hired after September 1, 2013) months of salary. A
defined benefit plan typically receives contributions from both the employee and the employer
and is dependent on consistent and adequate funding from both parties.

There are three revenue streams that contribute to the assets for the major pension plans:
state/employer contributions, member/employee contributions, and investment returns on current
assets. The assets of the plan are used to pay normal costs of the plan and any unfunded liability.
In order to be actuarially sound, a plan has to be able to pay off all normal costs and unfunded
liabilities within 31 years. Normal cost is the amount that it would cost if a pension plan was
started with no outstanding debts/liabilities. Unfunded liability is the normal cost plus any
incurred debt above that amount. The higher the unfunded liability, the higher annual payments
need to be in order to pay off the debt within 31 years. These are payments including, and
above, the normal cost of the pension plan.

Figure 2 is a good example of the type of savings that can be realized when a high interest debt
or obligation is paid off early. For example, if the state appropriated $1 billion, the return on
investment would be a savings of $8.3 billion.

Figure 2

ERS Pension Contribution Projections and Savings with Lump Sum (2016-2048)*

Lump Sum Contribution on

current/ | 9ir~ |

Baseline | $1B $4 B $8 B
Total Contributions Towards Unfunded Liability $29,050.6 | $20,742.9 | $11,567.3 | $9,467.3
Interest Savings $0.0 $8,307.7 | $17,483.3 | $19,583.3
Full Funding Achieved by (Fiscal Year) 2048 2041 2028 2018

*Based on actuarial value of assets (AVA)
**Hypothetical date; lump sum amounts in billions ®

Texas Guaranteed Tuition Plan

The Texas Guaranteed Tuition Plan is a prepaid college investment program, which is
guaranteed with the full faith and credit of the State of Texas. The fund was closed to further
enrollment in 2003, due to the instability of the plan created by the spike in tuition rates after the
passage of tuition deregulation. Since the closure of the plan, while tuition rates have continued
to increase, the amount contributed by participants in the plan are still at the rate of investment
based on tuition at the time of enrollment in the plan, which was much lower. This has created a
funding gap in which the state is constitutionally required to pay. Payouts from the Texas
Guaranteed Tuition Plan have come from the corpus of the assets from when the plan was in
existence.

According to the 2015 Actuarial Report, there is $978 million left in that fund.® A large portion

of the assets for the Texas Guaranteed Tuition Plan are invested in short term investments. This
is because the balance of the corpus is low, and short term investment can be liquidated quickly
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in order to pay obligations. Once the remaining assets are depleted, the Comptroller is required
to transfer the first available funds not already appropriated by the Constitution, to the amount
necessary, to pay the tuition and required fees of the institution.*®

As of August 2015, there was a total of $41.9 billion in obligations of the state in pension
liability and in the Guaranteed Tuition Plan. Figure 3 below breaks out the amounts related to the
unfunded liability, funded ratio, funded period, Fiscal Year (FY) 2016-17 contribution rate, and
the future contribution rate needed to be actuarially sound.™

Figure 3: Retirement Plans Unfunded Liability ($ in millions)*?

Texas Retirement Unfunded | Funded | Funded 2016-17 State State
Plans and TX Liability | Ratio | Period | Contribution*,** | Contribution
Guaranteed Tuition Needed in

Plan FY16*

Employees Retirement | $8,017.8 | 76.3% 33 10% 10.12%
System years

Teachers Retirement $32,967.7 | 80.2% 33.3 6.8% 7.02%
System years

Law Enforcement $353.1 72.0% | Infinite 0.5% 1.31%

Custodial Officers
Supplemental

Judicial Retirement $31.4 92.2% | Infinite 15.663% 16.63%
System Plan Two
TX Emergency Services $26.1 76.9% 30 $1.6 NA
Retirement System
TX Guaranteed Tuition $535.5 NA NA $87.8 NA
Plan

* The percentage amounts for the 2016-17 State Contribution used are based on of a percentage
of payroll for employees
** The dollar amounts for the 2016-17 State Contribution are a fixed appropriated amount

Legislative History:

During the 84th Legislative Session, Senate Joint Resolution 25 by Senator Nelson and House
Joint Resolution 8 by Representative Otto would have dedicated any excess funds over the
constitutional limit for the Economic Stabilization Fund to the payment of state debt. These bills,
however, did not pass.

Also last session, House Bill 1 and House Bill 9 increased the state's contribution for ERS to the
constitutionally maximum amount of 10 percent (9.5 percent state and 0.5 percent agency),
increased the member contribution to 9.5 percent (with a salary increase to cover the increase for
affected employees), and repealed the 90-day waiting period for new hires and the state to
contribute.*®

In the 83rd Legislative Session, Senate Bill 1458 by Senator Duncan increased the state

contribution rate for TRS from 6.4 to 6.8 percent, stair stepped member contribution from 6.4 to
7.7 percent by FY17, and directed school districts to contribute 1.5 percent of the minimum
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salary schedule for employers whose employees are not participating in Social Security.'* Prior
to this bill, school districts did not contribute.

The Constitutional Debt Limit

The Constitutional Debt Limit (CDL) restricts the authorization of new state debt to an amount
that ensures debt service payments from General Revenue do not exceed five percent of the
three-year average of unrestricted General Revenue funds.™ Figure 4 shows the factors and CDL
percentage for FY15.%° Since FY13 to the most recent figure of FY15, Texas has reduced its
Outstanding and Authorized but Unissued Debt from 3.04 percent to 2.65 percent respectively. It
is important to note that Texas is currently well within the CDL.

Figure 4: Fiscal Year 2015 Constitutional Debt Limit*’

Unrestricted GR Debt Service Percentage
Outstanding $47,460,202,554 $653,399,900 1.38%
Authorized but Unissued $47,460,202,554 $603,062,345 1.27%
Total - Outstanding and 0
Authorized but Unissued $47,460,202,554 $1,256,462,245 2.65%

Comparing State Bond Debt to Unfunded Liabilities

As discussed above, both state bond debt and unfunded liabilities create long-term obligations
that the state must pay over time. Additionally, both obligations have the potential to provide
cost savings to the state when paid off early. However, due to the complexity of the obligations,
it is difficult to determine which of these obligation yields the highest level of cost savings.

Therefore, during the Senate Finance Committee's hearing on March 30, 2016, Senator Nelson
tasked the Legislative Budget Board, the Comptroller's Office, Texas Public Finance Authority
and Bond Review Board to collaborate and evaluate the various obligations of the state. Based
on that evaluation, the group was tasked with creating a framework to aid the Legislature in
determining which obligations would create the most cost savings to taxpayers when paid off
early. The recommended framework can be found in Appendix B.

Conclusion

Although the actions of the Legislature have kept the state debt relatively low compared to
similarly populated states and the constitutional debt limit, Texas must continue to be vigilant to
ensure current obligations do not put undue burden on our children and grandchildren.

When additional resources are available to pay down state debt, the Legislature should consider
applying those resources to paying off unfunded liabilities, particularly when that payment
would maximize savings to taxpayers. Additionally, the Legislature should consider using the
framework provided in Appendix B when making those decisions.
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Appendix A
Local Debt:

Local governments within Texas have $212.44 billion in local debt obligations, as of August
2015. Local debt is issued by local governments and is not an obligation of the state. Figure 5

shows a breakdown of the amount of local debt that is held by each type of issuer.

Figure 5: Texas Local Government Debt Outstanding as of August, 31,2015%

(% in millions)

Type of Issuer Tax Supported | Revenue | Total Debt

Cities, Towns Villages $29,528.0 | $40,371.0 $69,899.0
Public School Districts $72,013.5 $337.2 $72,350.7
Water Districts & Authorities $12,039.5 | $19,434.7 $31,474.2
Other Special Districts & Authorities $194.2 | $15,748.5 $15,942.6
Counties $11,268.2 | $3,031.8 $14,300.1
Community & Junior Colleges $3,612.4 | $1,396.5 $5,008.9
Health/Hospital Districts & Authorities $2,375.7 | $1,092.4 $3,468.1
Total $131,031.4 | $81,412.0 | $212,443.5

Some examples of what local debt is issued for include but are not limited to:

e construction and renovation of schools;

e city halls; and
e county courthouses.™
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Appendix B: Prepared by the LBB
State Liabilities Analysis

Introduction

At the request of the Senate Finance Committee, the Legislative Budget Board analyzed the
outstanding liabilities of the state. This analysis highlights current state liabilities and compares
various scenarios for paying off those obligations. For the purpose of this analysis, our office
considered that many outstanding liabilities look like state debt and can be more practical to pay
down than the bond debt that is traditionally considered “state debt.” To complete our analysis,
the LBB met with staff from the Comptroller’s Office and the Bond Review Board regarding the
outstanding liabilities of the state and will continue to have conversations related to the long-
term challenges presented by the outstanding liabilities of Texas.

Definition of Qutstanding Liabilities
In order to present the most complete picture of the state’s obligations, the LBB considered a
broad selection of liabilities, beyond state bond debt, for analysis.

o Liabilities that are considered long-term, as the obligation extends beyond the two-year
budget cycle;

e Obligations that require Texas to pay due to legal responsibility or because non-payment
may significantly affect the credit of the state because of the perceived responsibility of
the state to guarantee payment; and

e Obligations without a secured funding source outside of state appropriations.

Current Obligations to Consider

All outstanding obligations do not offer equal opportunities for early payoff. Many liabilities
have constitutional, statutory, or contractual restrictions that may prevent the full payoff of the
obligation on a shorter timetable than was initially established. The risks associated with
outstanding obligations are also highly variable. The following selection represents obligations
that warrant consideration if funding is available to address outstanding obligations.

Pension Obligations are included due to the constitutional obligations associated with the state’s
pensions. The state’s unfunded pension liabilities include: Teacher Retirement System (TRS),
Texas Emergency Services Retirement System (TESRS), the Employees Retirement System
plans for ERS, Judicial Retirement System Plan Il (JRS Il) and Law Enforcement and Custodial
Officers Service (LECOS). Although TESRS is currently actuarially sound, its inclusion is due
to potential fluctuations in actuarial soundness related to changes in various assumptions, such as
investment returns. Texas has made great strides in addressing the unfunded liabilities of the
pension obligations through funding and structure changes, but opportunities still exist to further
stabilize the plans and achieve future savings. Decreasing the amortization period for pension
obligations provides additional investment earning potential, and can translate into lower annual
pension contributions for both the state and system members.

Outstanding Not Self-Supporting Debt held by Texas Public Finance Authority (TPFA), Texas
Department of Transportation (TxDOT), and the Texas Water Development Board (TWDB) is
considered long-term debt that primarily includes general obligation bonds with a constitutional
funding guarantee and lease revenue bonds. The debt is not backed by a revenue stream outside
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of the appropriations bill and totaled approximately $6.0 billion in debt principal as of August
31, 2015. However, finding debt eligible for early retirement is difficult because most state debt
is not callable (eligible for early payoff) for 10 years after issuance, and most state issuers
regularly refund eligible outstanding debt to achieve lower interest rates. Due to these
limitations, the Bond Review Board staff indicates it may be more cost-efficient to finance new
state expenditures with cash thus avoiding new issuances rather than paying off existing
authorizations.
e TPFA outstanding not self-supporting debt includes General Obligation Prop 4 and Prop
8 Bonds, Cancer Prevention and Research Institute of Texas (CPRIT) Bonds, Revenue
Bonds, Master Lease Purchase Program, Park Development Bonds, Texas Military
Facilities Bonds, and Parks and Wildlife Improvement Bonds;
e TxDOT outstanding not self-supporting debt includes Highway Improvement General
Obligation Bonds; and
e TWDB outstanding not self-supporting debt includes Water Infrastructure Fund (WIF)
and Economically Distressed Areas Program (EDAP) Bonds.

Guaranteed Tuition Plan has a constitutional funding guarantee, similar to a general obligation
bond pledge. As of August 31, 2015, the plan’s actuary projected that the plan will have depleted
all cash and investments available to pay contract benefits by 2021 and the unfunded liability of
$568.7 million will continue to grow if not addressed.

Additional Outstanding Obligations

The following obligations are long-term obligations of the state but were excluded from
consideration for a variety of reasons, as detailed for each liability below. The self-supporting
obligations below include general obligation liabilities that are backed by the full faith and credit
of the state including: Veterans’ Land and Housing Bonds, Economic Development Bank Bonds,
Farm and Ranch Loan Bonds, College Student Loan Bonds, Higher Education Constitutional
Bonds, the Texas Military Value Revolving Loan Fund, Texas Mobility Fund Bonds, and general
obligation Water Development Bonds. Also included are revenue-backed self-supporting
liabilities, including: Economic Development program bonds, Mortgage Revenue Bonds,
Permanent University Fund Bonds, College and University Revenue Bonds, Texas Workforce
Commission Unemployment Compensation Bonds, Central Texas Turnpike System Revenue
Bonds, State Highway Fund Revenue Bonds, and WDB Revenue State Revolving Fund.

Outstanding Self-Supporting Debt from any issuer is not included primarily due to debt
service being secured from sources outside of General Revenue. This includes all outstanding
debt issued by the Governor’s Office, the Veterans’ Land Board, Department of Housing and
Community Affairs (TDHCA), Texas Agriculture Finance Authority (TAFA), Institutions of
Higher Education (IHE), and the self-supporting portion of the outstanding debt issued by TPFA,
TxDOT, and the WDB.
e The Governor’s Office outstanding self-supporting debt includes Economic Development
program bonds;
e The Veterans’ Land Board outstanding self-supporting debt includes Veterans’ Land and
Housing Bonds;
e TDHCA outstanding self-supporting debt includes Mortgage Revenue Bonds;
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e TAFA outstanding self-supporting debt includes Farm and Ranch Loan Bonds;

e |HE outstanding self-supporting debt includes College Student Loan Bonds, Higher
Education Constitutional Bonds, Permanent University Fund Bonds, and College and
University Revenue Bonds;

e TPFA outstanding self-supporting debt includes the Texas Military Value Revolving
Loan Fund and Texas Workforce Commission Unemployment Compensation Bonds;

e TxDOT outstanding self-supporting debt includes Texas Mobility Fund, Central Texas
Turnpike System Revenue Bonds, and State Highway Fund Revenue Bonds; and

e WDB outstanding self-supporting debt includes general obligation Water Development
Bonds and Revenue State Revolving Fund.

Tuition Revenue Bonds (TRB) are not included as the bonds are not general obligations of the
state, although the Legislature has historically appropriated General Revenue to reimburse
institutions for the tuition used to pay the debt service on TRBs.

Other Post-Employment Benefits (OPEB), which primarily refers to retiree health insurance,
is not included based on the pay-as-you-go funding mechanism that is historically funded each
legislative session. The benefit and contribution provisions are authorized by state law but may
be amended by the Texas Legislature. Beginning in 2017, however, changes by the Government
Accounting Standards Board (GASB), will require governments to recognize the assets and
liabilities attributable to OPEB more clearly in their financial statements.

TRS Care is not included due to reforms currently proposed by TRS to address the financial
soundness of the cost and affordability of the plan and the liability is not solely a state obligation.

Hazlewood Exemption and all tuition exemptions are not included due to nature of exemptions
as lost revenue, not a liability that can be paid off.

Deferred Maintenance and IT Modernization are not included as the ongoing deferred
maintenance and IT modernization costs are not contractual obligations of the state and due to
the difficulty of predicting the long-term growth of the costs.

Prioritization Analysis

The legislature may consider paying off an outstanding liability for variety of reasons, including:
to remove the obligation from the state’s books; to save money or avoid costs over time through
initial investments; or to improve or maintain the state’s credit rating. The criteria used to select
the liabilities will depend upon the purpose behind the liability payoff, as detailed below:

Eliminate the Obligation
If the goal of paying off a liability is to remove the liability from the state’s balance sheet, then
the important criteria may include:

e Outstanding Liability Amount — the total outstanding amount of the liability;
e People Impacted — the number of people impacted if the liability is unfunded; and

e Variability of Liability — the likelihood that the payoff amount of a liability will fluctuate
over time and the stability of an investment in a liability.
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Save Money/Avoid Costs Over Time
If the goal of paying off a liability is to save money or avoid costs over time through initial
investments, then the important criteria may include:
e Potential Savings — the amount or percentage of savings that would be realized if the
liability were funded;
e Return on Investment — a ratio of the estimated savings to the amount invested in paying
off a liability;
e Amount to Eliminate/Stabilize Liability — the amount required to pay off or make a
liability actuarially sound; and
e Funding Period — the time period that planned investments will pay for a liability without
additional contributions.

Improve or Maintain Credit Rating

If the goal of paying off a liability is to improve or maintain the state’s credit rating, then the
methodology of the credit rating agencies should be considered. All rating agencies take multiple
factors into account beyond debt and other long term liabilities, such as the economy,
governance, and finances. For debt and other long term liabilities, some criteria considered by
rating agencies include:

e Moody’s Investors Service measures net tax-supported debt as a percent of total
government fund revenues, and unfunded pension liabilities (UAAL) averaged over three
years as a percent of total government fund revenues.

e Fitch Ratings evaluates debt by reviewing trends in the amount of debt issued and
outstanding in relation to resources, including net tax supported debt measured against
personal income, and debt service as a percentage of general government spending. Fitch
also considers debt structure, such as types of debt and repayment rates, uses of bond
funds, and future needs for debt. Pension liabilities analysis focuses on if there have been
actions to reduce unfunded liabilities and the state’s commitment to funding the
actuarially calculated annual required contributions (ARCs).

e S&P Global Ratings look at a variety of ratios such as tax-supported debt per capita, tax-
supported debt as a percentage of personal income, tax-supported debt as a percentage of
expenditures, tax-supported debt as a percentage of gross state product, and debt
amortization schedules. Pension liabilities are reviewed related to funding progress and a
commitment to funding annual contributions that address long-term liabilities.

In general, the rating agencies analyze if the state is showing progress through oversight and
management of debts and long term liabilities. Eliminating a small liability from the balance
sheet may show that the state is dealing with its obligations in a responsible manner.

Conclusion

In considering paying down state obligations, all liabilities, not just state bond debt, may be
regarded as long-term liabilities of the state. The goal behind funding an outstanding liability
will impact the prioritization analysis of which liability should be addressed. Beyond additional
funding, some liabilities could be addressed through structural changes or other legislative
decisions. These options provide broad flexibility to the Legislature in choosing how to address
the outstanding obligations of the state.
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Outstanding | Available | Potential Return Funding # of Variability | Unweighted
Liability Payoff % Payoff on Period People of Score
Amount Savings | Investme Impacted | Investme
nt nt
Weight x1 x1 x1 x1 x1 x1 x1
ERS $8,000.0 $10.5 8.0% | 33 years 242400 | Medium 0
LECOS $353.1 66.0% $18.6 8.0% | Infinite 49400 | Medium 2
JRS I $31.4 41.4% Infinite Medium -1
TESRS $24.5 100.0% Medium -2
TRS $38,200.0 16.8% $512.0 8.0% | 34 years 1459243 | Medium 2
GTP $568.6 100.0% $80.0 14.1% | Infinite 66000 | Medium 2
TPFA $3,019.4 15.7% N/A Low 0
TxDOT $5,885.0 N/A Low -3
TWDB $939.9 N/A Low 1
Variable Description 1 0 _
Outstanding Liability Total outstanding liability
Amount amount. Unscored
Amount available for payoff in
2018-19 biennium divided by
Available Payoff total outstanding liability
Percentage amount. >50% 10% — 50% < 10%
Amount saved over liability's $10,000,000 —
Potential Savings life cycle. > $100,000,000 $100,000,000 < $10,000,000
Estimated saving over the
liability's life cycle divided by
amount available for payoff in
Return on Investment | 2018-19 biennium. >25% 5% —25% <5%
Total length of time to pay off
Funding Period liability. 35 Years — Infinite 31-35 Years <31 Years
Number of people directly
impacted by the program
# of People Impacted associated with the liability. > 100,000 10,000 — 100,000 < 10,000
Impact of factors that influence High: Amount owed
amount of liability owed or the | Low: Amount Medium: Amount | is likely to change
variability of the investment in | owed is unlikely owed may change | significantly over
Variability of Liability the liability. to change over time time
Variables can be assigned
different weights and the
rating scale adjusted
depending on prioritization
Unweighted Score criteria and payoff goals. Results
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Appendix C: Additional Detail on Certain Liabilities

Liability Employees Retirement System Pension Obligations

Agency Employees Retirement System (ERS)

Legal Authority Texas Constitution, Art. XVI, Section 67(b)(2); Government Code §§811-815
Total Liability $8,000,000,000 | As Of | 8/31/2015 | Paid Off 9/1/2048
Allowed to Pay Total in 2018-19? No Potential Savings | N/A

One-Time Payment Option

Assume 8% annual
return on every dollar
invested toward early
payoff

$131,000,000* Potential Savings

Limitations to Liability Payoff

This amount is projected to make the fund actuarially sound (funding
period of 31 years); Not constitutionally allowed as Texas
Constitution limits the state contribution to no less than 6% and no
more than 10% of covered salary

Potential for Changes in Liability
Affecting Payoff Amount

Investment yield; Benefit design changes; More people retiring than
expected; Insufficient contributions due to change in statute

Positive Impact of Payoff

Potential for lower employee contribution rates or retiree COLA,;
Positive progress for rating agencies of the state’s oversight and
management of liabilities; Long-term budget flexibility for alternate
uses of funds; Additional investments earn additional returns

Negative Impact of Payoff

Short-term requirement for large cash commitment

Participants

242,400 Members

* Constitutionally Restricted

Liability Law Enforcement and Custodial Officers Service (LECOS) Pension Obligations
Agency Employees Retirement System (ERS)

Legal Authority Government Code §815.317

Total Liability $353,100, 000 As Of | 8/31/2015 | Paid Off Infinite
Allowed to Pay Total in 2018-19? No Potential Savings | N/A

One-Time Payment Option

Assume 8% annual
return on every dollar
invested toward early
payoff

$233,000,000* Potential Savings

Limitations to Liability Payoff

This amount is projected to make the fund actuarially sound (funding
period of 31 years)

Potential for Changes in Liability
Affecting Payoff Amount

Investment yield; Benefit design changes; More people retiring than
expected; Insufficient contributions due to change in statute

Positive Impact of Payoff

Potential for lower employee contribution rates; Positive progress
for rating agencies of the state’s oversight and management of
liabilities; Long-term budget flexibility for alternate uses of funds;
Additional investments earn additional returns

Negative Impact of Payoff

Short-term requirement for large cash commitment

Participants

49,400 Members
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Liability Judicial Retirement System Plan Il (JRS Il) Pension Obligations

Agency Employees Retirement System (ERS)

Legal Authority Texas Constitution, Art. XVI, Section 67(d); Government Code §§836-840

Total Liability $31,400,000 As Of ‘ 8/31/2015 | Paid Off Infinite

Allowed to Pay Total in 2018-19? No Potential Savings | N/A

One-Time Payment Option $13,000,000* Potential Savings | Assume 8% annual

return on every dollar
invested toward early
payoff

Limitations to Liability Payoff

This amount is projected to make the fund actuarially sound (funding
period of 31 years)

Potential for Changes in Liability
Affecting Payoff Amount

Investment yield; Benefit design changes; More people retiring than
expected; Insufficient contributions due to change in statute

Positive Impact of Payoff

Potential for lower employee contribution rates; Positive progress
for rating agencies of the state’s oversight and management of
liabilities; Long-term budget flexibility for alternate uses of funds;
Additional investments earn additional returns

Negative Impact of Payoff

Short-term requirement for large cash commitment

Participants

885 Members

Liability Texas Emergency Services Retirement System Pension Obligations

Agency Texas Emergency Services Retirement System (TESRS)

Legal Authority

Government Code §§861-865

Total Liability $24,500,000 As Of | 9/1/2014 | Paid Off 9/1/2044
Allowed to Pay Total in 2018-19? Yes Potential Savings | Fully Funded
One-Time Payment Option N/A Potential Savings | Assume 8% annual return

on every dollar invested
toward early payoff

Limitations to Liability Payoff

Fund is actuarially sound and not in need of partial payoff; State
funding may not exceed one third of member department
contributions

Potential for Changes in Liability
Affecting Payoff Amount

Investment yield

Positive Impact of Payoff

Positive progress for rating agencies of the state’s oversight and
management of liabilities; Long-term budget flexibility for alternate
uses of funds; Additional investments earn additional returns; Local
Governments no longer have to contribute extra; Potential increase
in participating departments

Negative Impact of Payoff

Short-term requirement for large cash commitment

Participants

8,900 Members
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Liability Teacher Retirement System Pension Obligations

Agency Teacher Retirement System (TRS)

Legal Authority Texas Constitution, Art. XVI, Section 67; Government Code §821-825
Total Liability $38,200,000,000* | As Of | 8/31/2015 | Paid Off 9/1/2049
Allowed to Pay Total in 2018-19? No Potential Savings | N/A

One-Time Payment Option

$6,400,000,000** Assume 8% annual
return on every dollar
invested toward early

payoff

Potential Savings

Limitations to Liability Payoff

This amount is projected to make the fund actuarially sound (funding
period of 31 years): Texas Constitution limits the state contribution
to no less than 6% and no more than 10% of covered salary

Potential for Changes in Liability
Affecting Payoff Amount

Investment yield; Benefit design changes; Changes in membership or
salaries; Insufficient contributions due to change in statute

Positive Impact of Payoff

Potential for lower employee contribution rates or retiree COLA;
Positive progress for rating agencies of the state’s oversight and
management of liabilities; Long-term budget flexibility for alternate
uses of funds; Additional investments earn additional returns

Negative Impact of Payoff

Short-term requirement for large cash commitment

Participants

1,459,250 Members

* Includes $4.9 hillion in deferred investment losses

** Constitutionally Restricted

Liability Guaranteed Tuition Plan (GTP) (Texas Tomorrow Fund)

Agency Comptroller of Public Accounts (CPA)

Legal Authority Texas Constitution, Art. VII, Section 19

Total Liability $568,681,614 | AsOf | 9/1/2017 | Paid Off 9/1/2035*
Allowed to Pay Total in 2018-19? Yes Potential Savings | $80,716,363
One-Time Payment Option $100,000,000 Potential Savings | $8,599,742

Limitations to Liability Payoff

Approximates the $87.7 million appropriation in FY 2015

Potential for Changes in Liability
Affecting Payoff Amount

Estimated to become Pay as You Go status in March 2020;
Investment yield; Tuition increases; Withdrawal rates; Administrative
expenses

Positive Impact of Payoff

Positive progress for rating agencies of the state’s oversight and
management of liabilities; Long-term budget flexibility for alternate
uses of funds

Negative Impact of Payoff

Short-term requirement for large cash commitment

Participants

66,000 Members

*Paid of date could be extended due to transferability of plan benefits.
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Liability Not Self-Supporting Outstanding Debt

Agency Texas Public Finance Authority (TPFA)

Legal Authority Texas Constitution, Article Ill, Section 50-f, 50-g, 67

Total Liability $3,019,433,105* | As Of ‘ 8/10/2016 | Paid Off 10/1/2035
Able to Pay Total off in 2018-19? No Potential Savings N/A
One-Time Payment Option $473,757,380 Potential Savings | $62,817,042

Limitations to Liability Payoff

Limited number of bonds are callable in 2018-19 biennium; $293.5
million of bonds are non-callable to maturity

Potential for Changes in Liability
Affecting Payoff Amount

Fixed interest rates; Authority for additional issuances that increase
outstanding debt amount; Amount paid in interest declines in level
principal debt issuances

Positive Impact of Payoff

Reduces interest paid once bonds are callable for cost avoidance in
the future; Create capacity for additional issuances

Negative Impact of Payoff

Potential opportunity cost of using funds for bond payoff rather than
other projects; Current low interest rates provide financial flexibility
on fixed repayment schedule

*Qutstanding PAR and interest

Liability Not Self-Supporting Outstanding Debt — Highway Improvement GO Bonds
Agency Texas Department of Transportation (TxDOT)

Legal Authority Texas Constitution, Article Ill, Section 49-p

Total Liability $5,885,000,000* | As Of ‘ 8/1/2016 | Paid Off 4/1/2046
Able to Pay Total off in 2018-19? No Potential Savings N/A
One-Time Payment Option No Potential Savings N/A

Limitations to Liability Payoff

No callable bonds until 2022; $815 million in Build America Bonds
have make whole provision; $97 million of bonds are non-callable to
maturity

Potential for Changes in Liability
Affecting Payoff Amount

Fixed interest rates; Authority for additional issuances that increase
outstanding debt amount

Positive Impact of Payoff

Reduces interest paid once bonds are callable for cost avoidance in
the future

Negative Impact of Payoff

Potential opportunity cost of using funds for bond payoff rather than
transportation projects; Current low interest rates provide financial
flexibility on fixed repayment schedule

*Qutstanding PAR and interest
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Liability Not Self-Supporting Outstanding Debt - Water Infrastructure Fund (WIF) and

Economically Distressed Areas Program (EDAP) Bonds

Agency Texas Water Development Board (TWDB)

Legal Authority Texas Constitution, Article Ill, Section 49-d

Total Liability $939,913,333 As Of | 8/31/2015 | Paid Off 8/1/2035
Able to Pay Total off in 2018-19? No Potential Savings | N/A
One-Time Payment Option $254,195,000 Potential Savings | $69,720,256*

Limitations to Liability Payoff

Limited number of bonds are callable in 2018-19 biennium

Potential for Changes in Liability
Affecting Payoff Amount

Fixed interest rates

Positive Impact of Payoff

Reduces interest paid once bonds are callable for cost avoidance in

the future

Negative Impact of Payoff

Potential opportunity cost of using funds for bond payoff rather than
other projects; Current low interest rates provide financial flexibility
on fixed repayment schedule

*PV at 2.5%

! LBB Presentations SFC Hearing 3/30/16, pg. 2.
2 http://www.Ibb.state.tx.us/Documents/Publications/Policy_Report/Debt%20Affordability%20Study?%202009.pdf

pg 3.

3 http://www.Ibb.state.tx.us/Documents/SFC_Summary Recs/84R/debt _service presentation.pdf

* Bond Review Board, http://www.brb.state.tx.us/pub/bfo/ AR/AR2015.pdf pg.25.

®> Appendix B
°1d.

" LBB Presentations SFC Hearing 3/30/16, pg.9, 10.
8 http://www.ers.state.tx.us/Presentation-04202016/ pg. 10.

® http://www.tgtp.org/docs/tgtpannualreport2015.pdf

19 Texas Constitution, Article 7, Section 19.

1| BB Presentations SFC Hearing 3/30/16, pg.9.

21d. at Pgs. 9, 10.
B1d. at Pg. 11.
Y.

> Bond Review Board, http://www.brb.state.tx.us/pub/bfo/AR/AR2015.pdf pg.6.

16 Memo LBB Debt and Other Liabilities 4/11/16.

4.

18 http://www.brb.state.tx.us/pub/lgs/fy2015/2015L ocal ARFinal.pdf pg 2.

9 BB Presentations SFC Hearing 3/30/16, pg.2.
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http://www.brb.state.tx.us/pub/bfo/AR/AR2015.pdf
http://www.brb.state.tx.us/pub/lgs/fy2015/2015LocalARFinal.pdf

Part C - Incentivizing Tax Savings

Interim Charge Language: Consider how to incentivize state agencies, boards, and
commissions to identify and realize savings to taxpayers.

Introduction and Background

Incentivizing Tax Savings

The Committee was asked to consider how to incentivize state agencies to identify savings to
taxpayers. Agencies are in the best position to know what programs are working and what
programs need improvement, or even need to be eliminated. This knowledge is helpful to
identify where savings and efficiencies can be found. Providing the incentives or tools for
agencies to find these savings is important to ensure our government maximizes its effectiveness.

Legislative History

In 2003, the Legislature added a savings incentive program for state agencies. This program
provides that an agency may retain 25 percent of its unspent general revenue that is identified by
the agency and confirmed by the Comptroller.® The 25 percent savings retained by the agency
may not, however, exceed one percent of the general revenue appropriation to the agency and
may not be used on an activity that creates new or expanded services or requires funding at a
later date.® This savings incentive program has not been utilized by state agencies.”

In the 84th Legislature, the Senate passed a bill that amended this savings incentive program by
increasing the amount an agency may retain in savings from 25 to 50 percent of the unspent
general revenue and removing the one percent limitation.” The bill required agencies to use 50
percent of any savings to pay down general obligation debt.® If there is no outstanding debt, the
agency may provide non-executive employee bonuses meeting certain criteria.” However, this
bill was not passed out of the House.

Incentivizing Programs

Savings incentive measures have been implemented through requirements in the Legislative
Appropriation Request process and a biennial Strategic Fiscal Review. For the 2018-19 biennial
budget, state agencies have been asked to propose a 10 percent biennial base reduction to their
baseline request for funding.® In addition, for the 2018-19 Texas budget agencies are required to
reduce their 2018-19 base appropriation request by four percent compared to the previous
biennium.® Each of these requirements are designed to identify and realize efficiencies resulting
in savings to the taxpayer.

For the second straight session, the Legislature is also using Strategic Fiscal Review to help
identify opportunities for savings. Last session 17 agencies underwent this review, with an
additional 16 agencies on the list in the current appropriations cycle. This review, which
incorporates principles of zero-based budgeting, scrutinizes an agency's base budget. It also
provides detailed program-level data, options for alternative funding levels and methods, and an
analysis of a program's relationship to the function of the agency and its legislative priorities.™
One of the purposes of the Strategic Fiscal Review is to identify where agency programs can be
more efficient and effective, allowing for an increase in savings to taxpayers.
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Additional savings mechanisms include budget monitoring and review of agency unexpended
balance carry-forwards and prior year lapses.** Each of these may be used to identify and realize
savings to taxpayers

Conclusion

The Legislature has various tools to identify and realize savings to taxpayers. The Legislature
should examine which tools achieve the intended goal of incentivizing savings, look for new
ways to incentivize savings, and continue to use the tools which are effective at incentivizing
savings.

! Texas Government Code, Chapter 2108.
2
Id.
® Government Code Section 2108.103.
* LBB Presentation, Fiscal Responsibility Interim Charge hearing, Pg. 12.
> Senate Bill 677 (Creighton/Bettencourt).
6
Id.
1d.
8 See 2018-19 Legislative Appropriation Request Instructions, June 2016.
9
Id.
19| BB Presentation, Strategic Fiscal Review: Process and Products, February 2015, Pg. 2.
!1 See LBB Presentation, Strategic Fiscal Review: Process and Products, February 2015.
12| BB Presentation, Fiscal Responsibility Interim Charge hearing, Pg. 12.
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Interim Charge #4 - Coordinating Behavioral Health Services and
Expenditures

Interim Charge Language: Monitor the state's progress in coordinating behavioral health
services and expenditures across state government, pursuant to Article 1X Sec. 10.04. Identify
ways state agencies that provide mental health services are collaborating and taking steps to
eliminate redundancy, create efficiency, utilize best practices, ensure optimal service delivery,
and demonstrate expenditures are coordinated and in furtherance of a behavioral health
statewide strategic plan. Identify barriers that prevent the coordination of behavioral health
services. Make recommendations to maximize use of state funding for mental health.

Hearing Information

The Senate Finance Committee held a hearing on January 26, 2016 to discuss Interim Charge
#4 related to the coordination of behavioral health services and expenditures. Representatives
from the Legislative Budget Board (LBB), Health and Human Services Commission
(HHSC), Texas Department of Criminal Justice (TDCJ), Texas Juvenile Justice Department
(TJID), Texas Veterans Commission (TVC), The Meadows Mental Health Policy Institute,
Texas Council of Community Centers, and the Hogg Foundation for Mental Health provided
invited testimony. Information regarding witness and testimony can be found at
http://www.senate.texas.gov/75r/senate/commit/c540/c540.htm.

Introduction

Over the last two legislative sessions, the Texas Legislature provided unprecedented funding for
behavioral health services, increasing state funding for non-Medicaid behavioral health services
by $500 million in the Article Il budget alone. However, behavioral health services are provided
across state government. In order to better measure comprehensive behavioral health spending,
the Senate Finance Committee requested that all agencies providing behavioral health services
quantify funding dedicated to helping individuals with mental illness or substance abuse
disorders. As a result, the Fiscal Year (FY) 2016-2017 budget identified $3.6 billion in
behavioral health appropriations®, though that amount did not include behavioral health spending
in Medicaid due to that information being unavailable at the time. This Committee directed
HHSC to produce behavioral health spending in the Medicaid program during its hearing on
January 26, 2016.

Once the Medicaid number was provided, this Committee confirmed at its March 30, 2016
hearing that the current state budget projects to spend $6.7 billion on behavioral health services
across 18 state agencies, $3.1 billion in Medicaid alone.? This represents an increase of $483
million over the previous biennium. Figure 1 below shows state behavioral health funding for
FY 2016-2017 by state agency and method of finance.
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Figure 1
Behavioral Health and Substance Abuse Services Appropriations®

Agencies Identified as Receiving Behavioral Health

FY 2016-2017 Fiscal Size Up

Funding in the FY 2016-2017 Budget (O e
Article IX, Section 10.04(a) GR-Related All Funds
Trusteed Programs, Office of the Governor $ 15]1% 10.6
Veterans Commission $ - |3 4.0
Article | Total] $ 15] $ 14.6
Department of Aging and Disability Services $ 1831 $ 18.6
Department of Family and Protective Services $ 26.71 $ 52.5
Department of State Health Services $ 198341 % 2,738.1
Health and Human Services Commission $ 2841 % 78.4
Texas Civil Commitment Office $ 03] $ 0.3
Article Il Total] $ 20573 | $ 2,887.9
University of Texas- Health Science Center Tyler $ 8.0] $ 8.0
University of Texas- Health Science Center Houston $ 120] $ 12.0
Article I11 Total] $ 2001 $ 20.0
Department of Criminal Justice $ 490.7 | $ 495.8
Juvenile Justice Department $ 1558 | $ 169.0
Military Department $ 13] $ 1.3
Article V Total| $ 6478 | $ 666.0
Board of Dental Examiners $ 02] $ 0.2
Board of Pharmacy $ 05] $ 0.5
Board of Veterinary Medical Examiners $ 01] $ 0.1
Optometry Board $ 01] $ 0.1
Texas Board of Nursing $ 171 $ 17
Texas Medical Board $ 111 $ 1.1
Article VIII Total] $ 371 $ 3.7
gar&z\éltoral Health Funding Identified in FY 2016-17 $ 27302 | $ 3.502.2
[Medicaid Behavioral Health Services B 13414 | $ 3,008.9 |
TOTAL.: gir:j%\gitoral Health Funding in FY 2016-2017 $ 40716 |$ 6,691.1

Notes: (1) Medicaid behavioral health services are estimated by HHSC based on the agency's forecast and behavioral health
claims from prior years. These amounts assume a supplemental appropriation for FY 2016-2017. (2) HHSC calculated GR-
Related amounts for Medicaid behavioral health services based on the Federal Medical Assistance Percentage for 2016-2017.
The actual amount of GR-R is likely slightly lower due to some clients being eligible for enhanced match. (3) Additional
funding for behavioral health Delivery System Reform Incentive Payment (DSRIP) projects is not included as discussed below.

DSRIP

In addition to the $6.7 billion in behavioral health funding shown in Figure 1, there are other
funding streams outside the state budget for behavioral health services. For example, significant
local and federal funding flows to Texas for behavioral health services through the five-year
1115 Texas Healthcare Transformation and Quality Improvement Wavier (1115 Waiver"). The
Delivery System Reform Incentive Payment ("DSRIP™) program, part of the 1115 Waiver,
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provides incentive payments to providers for healthcare innovation and quality improvements.
Currently, more than 400 behavioral health-related projects have been supported by DSRIP
funding and have earned over $1.8 billion in incentive payments as of September 2016.* These
projects have the potential to earn an additional $800 billion by the end of October 2017.°

Figure 2 shows behavioral health funding for FY 2016-2017 by program area.

Figure 2
Behavioral Health Funding for Fiscal Years 2016-2017 by Program6
$3,000.0
All Funds: DSRIP:
n $2,500.0 - .
S $6.7 Billion $0.5
= Billion
= 52,000.0 Federal and Other
. HTF *DSRIP funding
= Funds: $2.7 Billion is reported
% $1,500.0 seﬁar?telc)i/_from
other funding
%" General Reve_n!Je sources because
Funds: $4.0 Billion itis not an
< $1,000.0 ongoing funding
-y stream.
$500.0
> Higher
Health and Criminal Education,
Human Justice, General o
Services (Non- Military Government, Medicaid DSRIP
Medicaid) Department Regulatory
Agencies
All Funds $2,887.9 $666.0 $38.3 $3,098.9 $542.7
Federal/Other Funds $830.6 $18.2 $13.1 $1,757.5 $542.7
m GR Funds $2,057.3 $647.8 $25.2 $1,341.4 $-

Notes: (1) Medicaid expenditures include all claims with a primary diagnosis code that represents a behavioral health condition.
(2) Estimated FY 2016 and FY 2017 Medicaid expenditures are proportioned from prior year's mental health costs to total costs,
and applied to forecasted costs. NorthSTAR costs are included with the Department of State Health Services (DSHS) in FY 2016
and four months of FY 2017 as appropriated. (3) DSRIP is funded at the federal matching assistance percentage, which varies
each year and is approximately 58%. The non-federal share of DSRIP payments (about 42%) comes from intergovernmental
transfers from local and state public entities. The DSRIP figures shown here represent the federal funds share of the payments
only to avoid possibly double counting the non-federal share of the payments, which may already be counted in other expenditure
figures, such as those provided by DSHS.
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Statewide Behavioral Health Coordination

Often times, when an individual seeks behavioral health services from the state, their needs are
not limited to one state agency. Many in this population float from the criminal justice system to
our health agencies. Others have specific needs that span multiple agencies. Behavioral health
services dispersed across multiple agencies could be a cause of confusion for clients, providers
and others navigating the state's behavioral health system. Further, mental health funding flows
to multiple state agencies without guarantee that state dollars are being spent in the most efficient
and effective manner. It is important for agencies to consistently use best practices, avoid
duplicating services, address gaps in services, leverage expertise of other agencies, and work
toward similar outcomes. With that in mind, over the last two sessions the Legislature
considered ways to promote a system-wide approach to mental health and substance abuse,
ensuring that no matter which agency an individual enters, they are getting the care they need in
the most efficient and effective manner.

The 83rd Legislature created a new position for a Statewide Mental Health Coordinator, who is
charged with consulting and coordinating with state agencies and local governments to ensure a
strategic statewide approach to mental health.” The position was established at an executive
level within HHSC in order to give the coordinator broad authority to bring together agencies for
effective coordination.

The 84th Legislature further strengthened coordination by creating a more formal entity to carry
out coordination efforts and by tying FY 2017 funding to certain requirements. Last session, the
Legislature established a Statewide Behavioral Health Coordinating Council, charged with
developing a coordinated strategic plan and expenditure proposal for the delivery of behavioral
health services in Texas.?

Statewide Behavioral Health Coordinating Council Membership
The Statewide Behavioral Health Coordinating Council ("Council™) is chaired by the Statewide
Mental Health Coordinator at HHSC and includes representatives from the following state
agencies:
e The Office of the Governor
Veterans Commission (TVC)
Health and Human Services Commission (HHSC)
Department of Aging and Disability Services (DADS)
Department of Family and Protective Services (DFPS)
Department of State Health Services (DSHS)
Texas Civil Commitment Office (TCCO)
The University of Texas Health Science Center at Houston (UTHSC—Houston)
The University of Texas Health Science Center at Tyler (UTHSC—TYyler)
Department of Criminal Justice (TDCJ)
Juvenile Justice Department (TJJD)
Military Department
Health Professions Council (represents the Medical Board, Board of Pharmacy, Board of
Dental Examiners, Board of Nursing, Optometry Board, and Board of Veterinary Medical
Examiners)
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e Texas Education Agency (TEA) (voluntary member)

Membership of the Council was determined based on state agencies that receive General
Revenue funding for behavioral health services. This methodology was a first step to identifying
agencies that are most critical in the delivery of mental health services in Texas and was not
intended to be an exhaustive list of entities that interface with Texans with behavioral health
needs. There may be opportunities for additional state agencies to provide expertise to the
Council to help address gaps in the behavioral health system. For example, one of the biggest
issues facing individuals with mental illness is access to affordable, supportive housing. The
addition of the Texas Department of Housing and Community Affairs to the Council would
provide expertise about ways to address housing needs for those with mental illness. Other
agencies or entities that would provide value to the Council are the Texas Workforce
Commission, to assist with workforce-related issues for individuals with mental illness, and
additional university systems that have a focus on behavioral health issues.

Conversely, there may be agencies currently serving on the Council that should not be required
participants. For example, after initial Council meetings, it was determined that the Texas Health
Professions Council (HPC), representing agencies such as the Texas Board of Dental Examiners,
Texas Optometry Board, and the Texas Board of Veterinary Medical Examiners, should not be
required to participate as ongoing members of the Council because the work of the HPC fell
outside the scope of the Council's focus. The HPC does not provide behavioral health services as
part of its mission, rather its role is to coordinate regulatory efforts among the various health care
licensing boards it represents.

Strategic Plan
The Council was charged with developing a five-year Statewide Behavioral Health Strategic

Plan ("Strategic Plan") for the time period 2017 through 2021. The Strategic Plan is required to
include:
e an inventory of behavioral health programs and services currently offered by state
agencies and institutions of higher education;
e areport on the number of persons served with mental illness and/or substance abuse by
each agency; and
e a detailed plan to coordinate these programs and services in order to eliminate
redundancy, utilize best practices, perpetuate identified, successful models for mental
health and substance abuse treatment, ensure optimal service delivery, and identify and
collect comparable data on results and effectiveness.’

In developing the Strategic Plan, the Council met numerous times during a seven month period
from November 2015 to May 2016. The Council sought input from a number of stakeholder
groups, including: behavioral health providers, consumers, family members, Behavioral Health
Advisory Committee members, think tanks, and local and state agency representatives.'® Based
on stakeholder input, the Council developed 15 major gaps and challenges related to
coordination, access, and service provision within the behavioral health system. The Council
then developed draft goals and objectives and asked stakeholders to prioritize and rank
objectives under each goal through a statewide online survey.
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The final Strategic Plan includes the following five major goals:

e Goal 1: Program and Service Coordination — Promote and support behavioral health
program and service coordination to ensure continuity of services and access points
across state agencies.

e Goal 2: Program and Service Delivery — Ensure optimal service delivery to maximize
resources in order to effectively meet the diverse needs of people and communities.

e Goal 3: Prevention and Early Intervention Services — Maximize behavioral health
prevention and early intervention services across state agencies.

e Goal 4: Financial Alignment — Ensure that the financial alignment of behavioral health
funding best meets the needs across Texas.

e Goal 5: Statewide Data Collaboration — Compare statewide data across state agencies
on results and effectiveness.™

Each of these goals have objectives with corresponding strategies to achieve that objective.
Additionally, each strategy is linked to any of the 15 major gaps and challenges identified by the
Council and stakeholders. On May 1, 2016, the HHSC Executive Commissioner approved the
Strategic Plan and notified the LBB of the approval, as directed by the Legislature.*

The Strategic Plan can be found at http://www.hhsc.state.tx.us/reports/2016/050216-statewide-
behavioral-health-strategic-plan.pdf.

Expenditure Proposal

The Council is also required to develop a Coordinated Statewide Behavioral Health Expenditure
Proposal (“Expenditure Proposal") for each agency.’* One of the primary purposes of the
Expenditure Proposal is to ensure that state dollars appropriated for mental health purposes are
being spent towards the same common goals in a coordinated manner. The Legislature, therefore,
made FY 2017 behavioral health funding contingent upon the Council producing an Expenditure
Proposal that demonstrates how their FY 2017 appropriations will be spent in accordance with,
and to further the goals of, the Strategic Plan.**

On June 1, the HHSC Executive Commissioner approved the Council’s Expenditure Proposal
and submitted the proposal to the LBB, as directed by the Legislature.”® As required, the
Expenditure Proposal links FY 2017 appropriations to the goals, objectives and strategies
developed in the Strategic Plan.*

The Expenditure Proposal was approved by the LBB on August 1, 2016. The Expenditure
Proposal can be found at http://www.hhsc.state.tx.us/news/presentations/2016/fy-2017-csbh-
expenditure-proposal.pdf.

Defining Behavioral Health Spending

Over the past two years, our state has made significant progress both in directing resources to
behavioral health and measuring behavioral health spending across state government. For the
first time, the state can point to a single number for how much behavioral health funding runs
through the budget ($6.7 billion All Funds). Since developing the budget, periodic adjustments
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have been made as agencies continue to look more closely at their appropriations and/or adjust
for items not initially known. As a result, behavioral health-related appropriations produced in
the Council's Expenditure Proposal vary slightly from amounts identified in the FY 2016-2017
budget. For example, in the Expenditure Proposal, TDCJ reported an increase of $2.9 million in
behavioral health-related appropriations over the amount included in the budget due to additional
funding in strategies not originally identified as behavioral health funding.'” Conversely, updated
projections and revisions made in the HHSC budget for items unknown at the time the budget
was finalized results in a $1.9 million decrease.'® Behavioral health spending will continue to be
nominally adjusted as agencies fine-tune what constitutes behavioral health spending. The LBB
should receive regular updates as further modifications are made.

Additionally, efforts are needed to improve the quality of data collected by each agency in order
to better identify behavioral health spending. For example, TEA is a voluntary Council member
but was not included in the Expenditure Proposal because while TEA receives appropriations for
behavioral health services, it does not yet have the ability to separate behavioral health funding from
other funding. Similarly, DFPS provides funding to Residential Treatment Centers (RTCs) to
provide a variety of services to children in the foster care system, including behavioral health
services. However, DFPS is unable to disaggregate behavioral health funding from other funding to
RTCs. These examples demonstrate the extent to which mental health is embedded in the array of
services the state delivers. Agencies need to develop a methodology to more precisely identify
and track behavioral health expenditures.

Conclusion

The creation of the Council was intended to facilitate better coordination and collaboration
among our state agencies in order to create a more efficient and effective behavioral health
system. Although the services an individual receives will vary by state agency, the ultimate goal
is to create a comprehensive statewide behavioral health system so that regardless of which
agency a person goes to for help, they are getting the critical care they need. The Legislature's
creation of the Statewide Mental Health Coordinator and the Statewide Behavioral Health
Coordinating Council were significant steps toward that goal. However, the most important
work lies ahead - as the focus of the Council should now turn to putting its Strategic Plan into
action.

Recommendations

1. Continue the work of the Statewide Behavioral Health Coordinating Council.
2. The Council should develop an implementation plan for the Strategic Plan.

The Council should enlist assistance from various agencies and stakeholders to help
develop the implementation plan.

The implementation plan should include:
e A detailed roadmap to execute the Council's goals, objectives, and strategies
identified in the Strategic Plan.
e A timeline for implementation.
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e A clear delegation of tasks and responsibilities across Council agencies.

e Metrics to determine whether the implementation of various goals, objectives, and
strategies is achieving its intended purposes.

e A process to monitor implementation.

3. The Council may recommend modifying its membership in order to better meet the
needs of Texans with behavioral health needs.

4. The Council should work collectively to develop common statewide outcome
measures.

5. Council agencies should work to better identify behavioral health spending within
their budgets, and develop better methodologies to track this spending when
necessary.

6. The Council should provide LBB with updated expenditure documents and
inventory documents regarding behavioral health programs on a regular basis.

7. The Council should evaluate every behavioral health-related Exceptional Item in
agencies' FY 2018-2019 Legislative Appropriations Requests to ensure each request
is aligned with the goals, objectives and strategies outlined in the Strategic Plan.

1 2016-17 General Appropriations Act, H.B. 1, 84th Legislature, Regular Session, 2015 (Article X, Section 10.04).
Z Senate Finance Committee hearing, March 30, 2016.
® Legislative Budget Board and affected agencies. A similar chart was included in the FY 2016-2017 budget.
Adjustments were made to reflect the final version of the bill and Governor's vetoes. Medicaid funding for
behavioral health services, although included in the Health and Human Services Commission (HHSC) budget, is
listed separately because it was acquired at a later date.
* Email from HHSC on October 31, 2016.
5
Id.
®1d. at 15, altered by HHSC for the purposes of this report.
72014-15 General Appropriations Act, S.B. 1, 83rd Legislature, Regular Session, 2013 (HHSC Rider 82).
82016-17 General Appropriations Act, H.B. 1, 84th Legislature, Regular Session, 2015 (Article IX, Section 10.04).
9
Id.
19 Texas Statewide Behavioral Health Strategic Plan, Statewide Behavioral Health Coordination Council, pg. 2.
11
Id. at 30.
122016-17 General Appropriations Act, H.B. 1, 84th Legislature, Regular Session, 2015 (Article IX, Section 10.04).
13
Id.
“1d.
1.
18 Coordinated Statewide Behavioral Health Expenditure Proposal, Statewide Behavioral Health Coordinating
Council, June 2016.
7 Email from the Legislative Budget Board, July 13, 2016.
18
Id.
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Interim Charge #5 - Sales Tax Holiday

Interim Charge Language: Review the state's current sales tax holiday structure and
determine its economic benefit to the state. Evaluate and consider the merits of any potential
expansion of the tax holiday either in the application of the sales tax exemption or the timing of
the holiday.

Hearing Information

The Senate Finance Committee held a hearing on March 30, 2016 to discuss Interim Charge #5
related to sales tax holidays. Representatives from the Texas Comptroller of Public Accounts,
Legislative Budget Board, Texas Retailers Association, and Center for Public Policy Priorities
provided invited testimony.  All witness testimony and information can be found
http://www.senate.texas.gov/75r/senate/commit/c540/c540.htm.

Introduction and Background

Current Sales Tax Holiday Structure
e Texas currently has sales tax holiday weekends for four types of items.! Included in the
sales tax holiday weekends are:
clothing, shoes and school supplies;
energy-efficient products;
emergency preparation supplies; and
water-efficient products.?

The chart below from the Comptroller describes the types of items included in each sales tax
holiday weekend, the related tax code provision, the schedule for each weekend, and includes the
Comptroller's projected tax savings associated with each weekend.
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Name Tax Code | Exempt Items 2016 Dates | Total
Section Estimated
Tax Savings
Clothing  [Sec. Extensive list: See Rule 3.365 and CPA website for Friday, 2016 = $91.9
and 151.326 and| details. Generally, articles of clothing, all footwear not | August5 — million
Footwear; [Sec. specifically designed to be worn only for athletic Sunday, 2017 = $97.86
School 151.327 activity, backpacks, and school supplies, all w/sales August 7 million
Supplies price less than $100. 2018 =
and $103.31
Backpacks million
2019 =
$109.07
million
2020 =
$115.43
million
ENERGY [Sec. Products designated as Energy Star under the joint Saturday, 2016 = $3.97
STAR 151.333 EPA/Dept. of Energy program. Includes air May 28 — million
Sales Tax conditioners w/sales price of $6,000 or less, clothes Monday, 2017 =$4.1
Holiday washer, ceiling fan, dehumidifier, dishwasher, May 30 million
(Energy- incandescent/fluorescent lightbulb, programmable 2018 =$4.23
Efficient thermostat, and refrigerator w/sales price of $2,000 or million
Products) less. 2019 = $4.36
Also see Rule 3.369. million
2020 = $4.48
million
Emergency [Sec. Statute restricts to: portable generator w/sales price Saturday, 2016 = $1.41
Preparation [151.3565 less than $3,000; storm protection device designed to April 23 - million
Supplies prevent damage to glazed or non-glazed opening or a Monday, 2017 = $1.47
rescue ladder all w/sales price less than $300; reusable | April 25 million
or artificial ice, portable/self-powered light source, 2018 =$1.54
gasoline container, batteries other than car or boat million
batteries, nonelectric cooler, tarp, tie-down kit, cell 2019 = $1.6
phone battery or charger, portable radio, fire million
extinguisher, smoke detector, or carbon monoxide 2020 = $1.66
detector, hatchet or axe, first aid kit, or a nonelectric million
can opener all w/sales price less than $75. Also see
Rule 3.353.
Water- Sec. Proposed Rule 3.369 published in Texas Register for Saturday, 2016 = $4.79
Efficient  [151.3335 public comment. Statue restricts to tangible personal May 28 — million
Products property used on private residential property (not for Monday, 2017 = $5.13
business) that may result in water conservation or May 30 million
groundwater retention, water table recharge, or a 2018 = $5.34
limiting of water evaporation. This includes a soaker million
or drip-irrigation hose, a moisture control for a 2019 = $5.63
sprinkler or irrigation system, mulch, a rain barrel or million
rain collection system, or permeable ground cover 2020 = $5.81
surface. million

73



http://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=34&pt=1&ch=3&rl=365
http://comptroller.texas.gov/taxinfo/taxpubs/taxholiday/d/
http://www.energystar.gov/
http://www.energystar.gov/
http://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=34&pt=1&ch=3&rl=369

Recent Legislative History

Prior to the 84th Legislative session, two sales tax holiday weekends were in effect, one for
clothing, shoes and school supplies, and one for energy-efficient products.
clothing, shoes and school supply sales tax holiday weekend is generally thought of as one
holiday, the items included in this exemption are in two separate statutes. One statute includes
clothing and footwear, while the other statute includes school supplies and backpacks.

Although the

During the 84th Legislative session, at least 23 sales tax holiday bills were filed.® Two sales tax
holiday bills filed in the 84th Legislative session became law, Senate Bill 904 (Hinojosa),
exempting emergency preparation supplies, and Senate Bill 1356 (Hinojosa) exempting water-
efficient products, highlighted below.”* Senate Bill 228 (Creighton), exempting firearms and

hunting supplies, was the only other sales tax holiday bill to pass out of the Senate.”

Bill Author Caption Status
Number
HB 1737 Fallon Relating to an exemption from the sales tax for firearms and hunting supplies for a limited period. Referred to Ways and
Means
HB 206 Leach Relating to an exemption from the sales tax for firearms and hunting supplies for a limited period. H. Committee Action
Pending
HB 712 Springer Relating to an exemption from the sales tax for firearms and firearm supplies for a limited period. H. Committee Action
Pending
HB 849 Paddie Relating to an exemption from the sales tax for firearms and hunting supplies for a limited period. Referred to Finance
SB 228 Creighton Relating to an exemption from the sales tax for firearms and hunting supplies for a limited period. H. Removed from
Hearing
HB 2603 D. Bonnen | Relating to a sales and use tax exemption for gun safety devices for a limited period. Referred to Ways and
Means
HB 491 Hernandez | Relating to exempting textbooks purchased, used, or consumed by university and college students Referred to Ways and
from the sales and use tax for limited periods. Means
HB 641 Canales Relating to exempting textbooks purchased, used, or consumed by university and college students Referred to Ways and
from the sales and use tax for limited periods. Means
HB 728 Lucio Relating to exempting books purchased, used, or consumed by university and college students from Referred to Ways and
the sales and use tax for a limited period. Means
SB 157 Zaffirini Relating to exempting books purchased, used, or consumed by university and college students from S. Removed from
the sales and use tax for a limited periods. Hearing
SB 232 Schwertner | Relating to exempting textbooks purchased, used, or consumed by university and college students Referred to Finance
from the sales and use tax for limited periods.
HB 351 Giddings Relating to the exemption from the sales tax for certain school art supplies during limited periods. H. Committee Action
Pending
SB 1249 West Relating to a sales and use exemption for ink cartridges for a limited period. Referred to Finance
HB 2492 Darby Relating to exemption from the sales tax for certain water-efficient products for a limited period. Set on House Calendar
HB 3719 T. King Relating to an exemption from the sales tax for certain water-conserving products for a limited H. Committee Action
period. Pending
SB 1356 Hinojosa Relating to exemption from the sales tax for certain water-efficient products for a limited period. Effective
HB 2693 Paul Relating to exemptions from the sales tax. [Emergency preparation supplies.] Referred to Ways and
Means
SB 904 Hinojosa Relating to exempting emergency preparation supplies from the sales and use tax for a limited Effective
period.
HB 1625 Faircloth Relating to an exemption from the sales and use tax for certain lightbulbs for a limited period. Referred to Finance
HB 2694 Button Relating to an exemption from the sales tax for certain items sold by small businesses in this state H. Committee Action
during a limited period. Pending
HB 1087 Bohac Relating to a sales tax exemption for certain items sold during a limited period. Referred to Ways and
Means
SB 1688 Huffines Relating to the Memorial Day weekend sales tax exemption period. Referred to Finance
SB 426 Ellis Relating to a sales tax exemption for certain items sold during a limited period. Referred to Finance
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Sales Tax Holidays' Tax Incidence

A tax incidence analysis estimates how the imposition of a tax affects the distribution of income
on each household income quintile.® When analyzing a tax exemption, such as sales tax
holidays, a tax incidence analysis will show how much taxes are reduced for each household
income quintile.” In addition, the tax incidence analysis shows the effective tax rate by
household income quintile and the amount of tax paid or saved by out of state residents.®

The charts below provided by the Legislative Budget Board are tax incidence analyses for the
sales tax holidays related to clothing and footwear, school supplies and backpacks, and energy-
efficient products.® These tax incidence analyses were conducted prior to the enactment of the
emergency preparation supplies and water-efficient products sales tax holiday weekends, so
analyses for these items have not yet been conducted.

Sales Tax Holidays: Clothing & Footwear

Final Incidence of Clothing & Footwear Holiday -- FY 2017

Percent of Total Tax  Tax as a Percent of Total

Quintile Household Income Amount (millions) Exemption Income
1 Less than $34,161 56.4 9.1% 0.0220%
2 $34,161 - 61,955 584 12.0% 0.0111%
3 $61,955 - 94,319 5118 17.0% 0.0098%
4 §04,319 - 147 411 $16.5 23 6% 0.0085%
5 $147,411 and higher $25.8 37.0% 0.0047%

Residents S68.2 Q8 7%

Exported $0.9 1.3%

TOTAL $69.8 100.0%
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Sales Tax Holidays: School Supplies & Backpacks

Final Incidence of School Supplies & School Backpacks Holiday - FY 2017

Percent of Total Tax  Tax as a Percent of Total

Quintile Household Income Amount [millions) Exemption Income
1 Less than 534,161 0.4 6.1% 0.0014%
2 $34,161 - 61,855 $0.5 8.0% 0.0007%
3 $61,955 - 94,319 1.1 16.3% 0.0009%
4 $94,319 - 147,411 1.6 24.9% 0.0009%
5 $147,411 and higher 2.9 43.6% 0.0005%
Residents $6.52 08 8%
Exported $0.08 1.2%
TOTAL 56.6 100.0%

Sales Tax Holidays: Energy Efficient Products

Final Incidence of Energy Efficient Products Holiday -- FY 2017

Percent of Total Tax  Tax as a Percent of Total

Quintile Household Income Amount {millions) Exemption Income
1 Less than 534,161 50.3 10.0% 0.0011%
2 534,161 - 61,355 $0.4 11.9% 0.0005%
3 $61,955 - 94,319 50.5 16.7% 0.0004%
4 504,319 - 147,411 $0.7 23.2% 0.0004%
5 5147,411 and higher 51.2 36.9% 0.0002%
Residents $3.16 Q8. 6%
Exported $0.04 1.4%
TOTAL 53.2 100.0%




Other States Sales Tax Holidays

Nineteen states provide sales tax holidays, covering a wide range of items, most commonly
including clothing and school supplies, computer equipment, and energy-efficient products.*
The chart below lists other states' sales tax holidays, with their dates and the items included in
each holiday.™

u
u
Sales Tax Holidays: Other States
Features of State Sales Tax Holidays, 2015
State Dates Clothin School Computers Ene Star Miscellaneous
g Supplies P ray
Generators $1,000;
Alabama February 20-22 Hurricane supplies $60
Alabama August 7-9 $100 550 3750 Books - 330
Arkansas August 1-2 $100 No Cap Clothing accessores 550
Connecticut August 16-22 3100
Flerida August 1-3 3100 315 $750
Georgia July 31-August 1 $100 520 31,000
Georgia October 2-4 31,500
lowa August 7-8 3100
Louisiana May 30-31 Hurmicane supplies 51,500
All purchases of tangible
Louisiana August 7-8 personal property up to
$2,500
Louisi g ber 4.6 Firearms, ammunition, and
M3e) Elen B hunting supplies (no cap)
Maryland February 14-16 Mo Cap
Marviand August 9-15 5100
All purchases of tangible
Massachusetts August 15-16 personal property up to
$2,500
Mississippi July 31-August 1 100
N Firearms, ammunition, and
LT Eepleabeglis hunting supplies (no cap)
Missouri April 19-25 1,500
Missouri August 7-3 3100 350 33,500 Computer software: $350
. Qther Computer
MNew Mexico August 7-9 $100 530 31,000 Hardware: $500
Mew Mexico November 1-3 No Cap
_ School instructional
Ohio August 7-9 575 520 material up to $20
Oklahocma August 7-3 3100
South Carolina August 7-9 Mo Cap No Cap Mo Cap 'Ic':z'.;ells and Bedding - No
Tennesses August 7-9 $100 5100 51,500
SEk - AC
Texas May 23-25 $2K - fridge
Texas August 7-9 $100 5100
e Generators $1,000;
\irginia August 7-9 $100 520 $2,500 Hurricane supplies $60
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Conclusion

Testimony and documents submitted show sales tax holidays provide economic benefits in
varying measures. Sales tax holidays are estimated to have provided over $90 million in tax
savings in 2015 and are projected to provide almost $130 million by 2020.** The vast majority
of these tax savings are associated with the sales tax holidays for clothing, shoes and school
supplies, which are projected to be $91.9 million in 2016 alone.™

The sales tax incidence analyses included in this report show that individuals in the quintile with
the lowest level of household income save the most in taxes, when comparing tax savings as a
percent of total household income. However, households in the highest quintile of household
income have the greatest amount of dollars saved. This knowledge of how sales tax holidays
affect different household incomes will be helpful in examining how any adjustments to sales tax
holidays could be beneficial.

Although this committee has discussed the economic benefit sales tax holidays provide, it is also
important to note that economic benefit is not always the sole purpose behind sales tax holidays.
For example, there are sales tax holidays designed to promote the purchase of items or encourage
certain behaviors. The sales tax holiday enacted last session for emergency supplies and
hurricane-proofing materials is designed to encourage Texans to be better prepared for weather
related emergencies.** Other sales tax holidays are designed to provide a competitive advantage
for a state's businesses and citizens, such as Senate Bill 228 (Creighton), which attempted to
preempt neighboring states' sales tax holidays.”> To fully understand a sales tax holiday's
benefit, it must also be examined within the context of its purpose.

Sales tax holiday legislation will likely be filed next session, and when evaluating these bills, it is
important to consider both the economic benefit and the purpose of the bill, and whether it will
achieve the intended goals.

Texas Comptroller Presentation, Sales Tax Holiday Interim Charge hearing, Pg. 1.

g

Texas Comptroller Presentation, Sales Tax Holiday Interim Charge hearing, Pg. 2.

g 8

Legislative Budget Board, Sales Tax Holiday Interim Charge hearing, Pg. 5.

g

© 0 N O U A W N R
-
B

Id.atPg.7,8,9.
10 Legislative Budget Board, Sales Tax Holiday Interim Charge hearing, Pg. 2.
1 Id. at Pg. 3 and 4.
12 Texas Comptroller Presentation, Sales Tax Holiday Interim Charge hearing, Pg. 1 and Texas Comptroller's estimates.
B3 Texas Comptroller estimates.
14 SB 904 (Hinojosa), 84th Leg. Bill Analysis, Pg. 1.
13 5B 228 (Creighton), 84th Leg. Bill Analysis, Pg. 1.

78



79



	November 2016
	Interim Charge #1 - Franchise Tax
	Hearing Information
	Introduction and Background
	Conclusion
	Texas has been consistently recognized for maintaining a friendly business climate and for keeping taxes low.  Our studies confirm that reductions to the franchise tax yield significant benefits to the Texas economy, including job creation, personal i...

	Interim Charge #2 - Spending Limit
	Hearing Information
	Introduction and Background
	Conclusion and Recommendations

	Interim Charge #3 - Fiscal Responsibility
	Hearing Information
	Introduction and Background

	\
	Hearing Information
	Introduction and Background
	Conclusion

	Interim Charge  #4  -  Coordinating Behavioral Health Services and Expenditures
	Hearing Information
	Introduction
	Figure 2
	Behavioral Health Funding for Fiscal Years 2016-2017 by Program93F

	Conclusion
	Recommendations

	Interim Charge #5 - Sales Tax Holiday
	Hearing Information
	Introduction and Background
	Conclusion




