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BACKGROUND

Included in the  Legislative Budget Board's Staff Performance Report to the 75th Legislature is a report entitled "State Bond Debt Issuance and Management Practices."  This report states that Texas does not have a formal statewide bond debt management policy to control and monitor debt issuance. Furthermore, the report found that there is no centralized review process to analyze the impact of debt financing of proposed capital bond issues on the state's debt position in addition to not having a method to prioritize capital projects between or within agencies.

The report recommends that a comprehensive statewide debt management plan be prepared by the Bond Review Board to ensure that the most cost-effective methods are used for state debt issuance.  The report also recommends that a capital planning process be established by the Bond Review Board.  

The LBB's Staff Performance Report and the Comptroller's Texas Performance Review's Disturbing the Peace, Report CG2 entitled "Improve State Facilities Management" are the latest in a series of studies, recommendations and legislation regarding capital planning and debt management issues in Texas.

These two issues have remained on the forefront of discussions about the state's financial policy because of their importance to the relationship to the debt rating Texas receives by national bond rating firms.  For example, one bond rating firm, Standards & Poors, lists debt management and a well-documented capital planning process as items that are reviewed when rating a state's debt. The ratings on debt influence the interest charged for that debt and therefore the debt service amount the State of Texas must plan to pay for year after year. Improving the financial management of the debt and capital planning process can have a positive affect on the evaluation of the state's debt and could ultimately lead to an improved debt rating for Texas.

House Bill 3511 addresses these issues by requiring the Bond Review Board to establish a comprehensive state debt management plan and capital expenditure plan. 

PURPOSE
House Bill 3511 will require the Bond Review Board to establish a comprehensive state debt management plan and capital expenditure plan as a step in attempting to achieve the goal of receiving an improved rating for the state's debt. 

 

RULEMAKING AUTHORITY
It is the committee's opinion that this bill does not expressly grant any additional rulemaking authority to a state officer, department, agency or institution.

SECTION BY SECTION ANALYSIS
SECTION 1.  Amends Chapter 1078, Acts of the 70th Legislature, Regular Session, 1987 (Article 717k‑7, Vernon's Texas Civil Statutes), by adding Sections 7B and 8A.
Section 7B. State Debt Management Plan.

(a)
Requires the Bond Review Board to develop a state debt management plan.

(b)
Requires the Bond Review Board to establish a mission, goals, and objectives for the debt management plan. 

(c)
 Provides components the debt management plan is to consider.

(d)
In developing the plan, the Bond Review Board must compare debt indicators in Texas and Aaa‑rated states.  Provides list of elements to compare. 

Sec. 8A. STATE CAPITAL EXPENDITURE PLAN.

(a)
Requires the Bond Review Board to establish a comprehensive biennial state capital budget in cooperation with the Legislative Budget Board (LBB) to assist in future debt management, improve the state's bond rating, and inform the legislature of the possible budget impact of  planned expenditures on the state's debt capacity.  Provides list of state projects requiring capital expenditures the budget should include.

(b)
Requires the capital budget to include analysis if financing options and procedures to monitor dept management.

(c)
Requires each state agency and institution of higher education to provide the Bond Review Board information relating to planned capital projects and financing options for the next three fiscal biennia. Requires that the information be provided biennially and determines format.

(d)
Requires that information provided be to the LBB and the budget division of the Governor's office in a format and according to guidelines prescribed by those entities, as part of their legislative appropriations request.  Requires the LBB to provide the information to the Bond Review Board. 

(e)
Requires the  Bond Review Board to file a preliminary debt management plan and capital budget with the governor's office, the lieutenant governor, the speaker's office and the LBB by December 31st of each even-numbered year.  The board shall file a revised plan and budget, based on the recommendations by the LBB, by January 31st of each odd-numbered year.

SECTION 2.  Emergency Clause.
COMPARISON OF ORIGINAL TO SUBSTITUTE
The Committee Substitute to HB 3511 deletes SECTION 2, and amends SECTION 1 by deleting Sec. 7A(f), and adding Sec. 8A(b), (d) and (e), to change the plan from a six-year to a two-year plan and establish procedure and deadlines for filing the plan with the governor, the lieutenant governor, the speaker of the house of representatives and the Legislative Budget Board.




