BILL ANALYSIS

S.B. 206

By: Ellis Rodney
Appropriations

Committee Report (Unamended)

BACKGROUND AND PURPOSE

Since 1990, the permanent school fund (PSF) has grown by more than 100% with a Sgnificant increase
in both redlized and unrealized capita gains. However, the benefit to schools of the available school fund
(ASF), whichconsists of certainincome deriving fromthe PSF and motor fue taxes, hasremained flat, and
gppearsto be declining. Senate Bill 206 redefines the composition of the PSF and the A SF to reflect the
changetotota returnmanagement of the PSF, contingent upon passage of a congtitutiona amendment that
directsthe income from PSF assetsto be deposited into the PSF and a percentage of thetotal market vaue
to be annualy spent as the Available School Fund for the support of public education.

RULEMAKING AUTHORITY

It is the committee’s opinion that this bill does not expresdy grant any additiona rulemaking authority to
a date officer, department, agency, or inditution.

ANALYSIS

Senate Bill 206 amends the Education Code by dtering the compositionof the A SF to reflect the adoption
of a condtitutional amendment to distribute funds from the totd vaue of the PSF rather than income. The
proposed condtitutional amendment would amend Section 5(a), Article VI, of the Texas Condtitution by
deletinglanguage that creditsthe following tothe ASF: (1) interest and dividends arising from any securities
or funds belonging to the PSF, (2) dl interest derivable fromthe proceeds of the sale of land set apart for
the PSF, and (3) dl money derived from the lease of land belonging to the PSF.

Senate Bill 206 directsthe comptroller, onamonthly basis, to transfer fromthe PSF to the A SF anamount
equa to one-twelfth of the annua ditributionfromthe permanent school fund to the available school fund
asprovided by Section5(a), Article V11, Texas Condtitution. With regards to the fisca year 2004 annud
digribution, this bill requiresthe comptroller to transfer on January 2, 2004 anamount equd to five-twefths
of the annud digtribution, and onthe first working day of each month after January 2004, an amount equa
to one-twelfth of the annud digtribution. The provision reaing to thefisca year 2004 distribution expires
September 1, 2004.

Senate Bill 206 amends Section 31.301 of the Natural Resources Code to require the appropriate board,
before approving atrade, to make afinding that no losswill occur to the PSF, rather than the ASF.

Senate Bill 206 requiresthe money received by the school land board for the grant of any interest not under
Section 33.015 of the Natural Resources Code to be deposited in the State Treasury to the credit of the
PSF, rather than the ASF. This bill aso requires the payments on public school land received by the
commissioner of the General Land Office, induding paymentsreceived asinterest on the purchase of public
land, to be credited to the PSF. This hill dso requires the income on public school land received by the
commissioner of the Genera Land Office to be credited to the PSF, rather than the ASF.
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Senate Bill 206 requires the interest earned onthe special fund account created by Section 51.401 of the
Natural Resources Code be deposited to the credit of the PSF, rather than the ASF.

Senate Bill 206 requires the alocated interest on certain protested payments under Section 52.137 of the
Natural Resources Code to be deposited to the PSF, rather than the ASF.

Senate Bill 206 requires the interest earned onthe special fund account created by Section 52.297 of the
Natural Resources Code to be deposited to the PSF, rather than the ASF.

Senate Bill 206 requires the interest earned on the specia fund account crested by Section53.155 of the
Natural Resources Code to be deposited to the PSF, rather than the ASF.

Senate Bill 206 amends Section 5, Chapter 314, Acts of the 56th Legidature, Regular Sesson, 1959
(Artide 5337-2, Vernon's Texas Civil Statutes) to requiredl income received by the Land Commissioner
under the Act from public school lands to be credited to the PSF, rather than the ASF.

Senate Bill 206 also repedls Section 43.008 of the Education Code.

EFFECTIVE DATE

January 1, 2004, contingent uponvoter approval of the congtitutional amendment proposed by House Joint
Resolution66 or Senate Joint Resolution 13, whichrelateto the use of income and appreci ation of the PSF.
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