LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION

May 25, 2005
TO: Honorable Tom Craddick, Speaker of the House, House of Representatives
FROM: John S. O'Brien, Deputy Director, Legidative Budget Board

IN RE: HB164 by Berman (Relating to the civil and criminal consegquences of engaging in conduct
related to the manufacture of methamphetamine and to the distribution and retail sales of
certain chemical substances.), As Passed 2nd House

Estimated Two-year Net Impact to General Revenue Related Fundsfor HB164, As Passed 2nd House: a
positive impact of $3,809,265 through the biennium ending August 31, 2007.

The bill would make no appropriation but could provide the legal basis for an appropriation of fundsto
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year | mpact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2006 $2,642,779
2007 $1,166,486
2008 $1,166,486
2009 $1,166,486
2010 $1,166,486
All Funds, Five-Year Impact:
Probable Savings/ Probalqle Revenue Probable (Cost) from Probab_le Revenue
(Cost) from Gain from FOOD & DRUG Gain from
Fiscal Year GENERAL REVENUE GENERAL REVENUE REGISTRATION FOOD & DRUG
FUND FUND 5024 REGISTRATION
1 1 5024
2006 (%1,294,221) $3,937,000 ($112,423) $112,423
2007 ($1,458,514) $2,625,000 ($128,103) $128,103
2008 ($1,458,514) $2,625,000 ($128,103) $128,103
2009 (%1,458,514) $2,625,000 ($128,103) $128,103
2010 ($1,458,514) $2,625,000 ($128,103) $128,103
Changein Number
Fiscal Year of State Employees
from FY 2005
2006 33.0
2007 33.0
2008 33.0
2009 33.0
2010 33.0
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Fiscal Analysis

The bill would amend the Health and Safety Code by including items used in the manufacture,
processing, analyzing, storing, or concealing of methamphetamine in the offense of possession or
transport of certain chemicals with intent to manufacture a controlled substance. The bill would also
amend the Health and Safety Code by combining the separate offenses related to the illegal possession
or transport of anhydrous ammonia and theillegal use of equipment involving anhydrous ammonia
into one offense.

The bill would allow the Department of Family and Protective Services (DFPS) to take possession of a
child that is on the premises where there is the manufacture of methamphetamine.

The bill would restrict the sale of solid dose forms of pseudoephedrine to businesses that own and
operate a pharmacy and to those businesses that obtain a certificate of authority from the Department
of State Health Services (DSHS). DSHS would be required to issue certificates, collect fees, and
inspect firms with a certificate of authority to assure compliance with the law. DSHS would be
allowed to recover reasonable costs related to the processing of licenses and conducting inspections.

The bill would add a new subchapter to Chapter 431 of the Health and Safety Code to regulate the
distribution of prescription drugs. The bill would create additional requirementsfor licensing as a
whol esal e prescription drug or device distributor.

The Health and Human Services Commission would be required to adopt rulesrelated to
implementing certain provisions of the bill.

M ethodology

The number of personsin possession of materials designed, assembled, or adapted for use in the
manufacture, processing, analyzing, storing, or concealing of methamphetamine is unknown. Since the
bill proposes punishment for elements of criminal behavior for which there is no historical data,
determining the impact of the provision on the criminal justice population is not possible. The impact
of this provision on the community supervision population or incarcerated population could be
significant depending on the frequency of arrests and prosecutions for this behavior. It is assumed that
the number of persons convicted under this statute would not result in a significant impact on the
programs and workload of state corrections agencies or on the demand for resources and services of
those agencies.

The bill would amend the Health and Safety Code by requiring wholesalers of pseudoephedrine to
make available all records of transactions, and require wholesalers to report orders of suspicious
guantities of pseudoephedrine. It is assumed that the number of persons convicted under this provision
of the bill would not result in a significant impact on the programs and workload of state corrections
agencies or on the demand for resources and services of those agencies.

DSHS would be required to issue certificates of authority to all firmsthat sell over-the-counter
pseudoephedrine products in solid dose form, except those firms that own and operate a licensed
pharmacy. DSHS estimates that 26,250 firms would choose to obtain a certificate. DSHS estimates
that the certificate fee would be $200 for a two-year certificate. Total revenue generated would be
$3,937,000 in 2006 and $2,625,000 in each subsequent year.

DSHS estimates that 30 full-time-equivalent positions (FTES) would be needed to issue certificates
and perform inspections of retailers. These FTEs include four Administrative Technicians, six Public
Health Technicians, two Managers, 16 Environmental Speciaists 11, and two Environmental
Specialists 1V. FTEs would audit applications and perform inspections of firms requiring a certificate
of authority. Salary costs total $684,828 in 2006 and $913,104 in each subsequent year. Benefits total
$203,668 in 2006 and $271,557 in each subsequent year. Rent, travel, and other operating costs total
$341,885 in 2006 and $84,903 in each subsequent year. Computer hardware totals $50,578 in 2006
and $24,588 in each subsequent year.
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It is assumed that one case per year would be referred to the State Office of Administrative Hearings.
Based on historical average cost data, it is assumed that each case would cost $3,262.

Under the provisions of the bill, DFPS would be able to take possession of a child where the
respondent has personal knowledge or information furnished by another indicating that the parent or
person who has possession of the child permitted the child to remain on the premises used for the
manufacture of methamphetamine. DFPS indicates that current practice isto investigate abuse/neglect
reports when achild isfound to be at alocation used to manufacture methamphetamines. DFPS
indicates that there would not be an increase in the number of children placed in foster care as a result
of thisbill, asthe bill requirements are consistent with current practices. DFPS indicates that they
would update the IMPACT tracking system to include "removed due to methamphetamine
manufacture” to allow tracking of the incidence with which children are removed for this reason.

In order to implement the provisions of the bill relating to regulation of prescription drug wholesale
distributors, DSHS estimates that three new FTEs would be needed. Staff will be required to review
wholesale drug applications, conduct criminal background checks, process bonds, and conduct credit
checks of applicants. Total costs for new FTESs, including salary, benefits, rent, utilities, other
operating expenses, and computer hardware total $112,423 in the first year and $128,103 in each
subsequent year.

It is assumed that DSHS would raise fees to cover this additional cost. Estimated new fee revenue
totals $112,423 in the first year and $128,103 in each subsequent year.

Technology

Computer hardware costs would total $51,481 in fiscal year 2006 and $25,238 in each subsequent
year.

L ocal Government Impact
Local judges may note an increase in the number of removals in which no alternate options to prevent

removal of achildren could be taken because the manufacture of methamphetemines was involved.

Source Agencies. 537 Department of State Health Services, 529 Health and Human Services Commission,
530 Department of Family and Protective Services

L BB Staff: JOB, KJG, KF, PP, LW
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