FISCAL NOTE, 80TH LEGISLATIVE REGULAR SESSION

TO: Honorable Tom Craddick, Speaker of the House, House of Representatives

LEGISLATIVE BUDGET BOARD

Austin, Texas

May 24, 2007

FROM: John S. O'Brien, Director, Legislative Budget Board

IN RE: HB2238 by Eissler (Relating to the establishment of the Texas Education Data System

(TEDS).), As Passed

2nd House

Estimated Two-year Net Impact to General Revenue Related Fundsfor HB2238, As Passed 2nd House: a
negative impact of ($23,411,713) through the biennium ending August 31, 2009.

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

2008 ($8,246,708)

2009 ($15,165,005)

2010 ($36,392,393)

2011 ($33,272,393)

2012 ($12,409,033)

All Funds, Five-Year I mpact:

Fiscal Year

2008
2009
2010
2011
2012

Probable Revenue Gain/(L 0ss) from
GENERAL REVENUE FUND
1

$5,293,580
$3,881,341
$3,881,341
$3,885,447
$4,697,661

Probable Savings/(Cost) from
GENERAL REVENUE FUND

1

($13,540,288)
($19,046,346)
($40,273,734)
($37,157,840)
($17,106,694)

Changein Number of State

Fiscal ' ear Employees from FY 2007
2008 40.0
2009 46.0
2010 50.0
2011 50.0
2012 50.0

Fiscal Analysis

The bill would make substantive revisions to the information management systems for public and

lof 4




higher education.

The bill would direct the commissioners of education and higher education to establish a board

to design and monitor the implementation of an electronic public and higher education data storage
system (TEDS). The board would be comprised of 13 members, co-chaired by the commissioners of
education and higher education.

The new system would encompass the systems and data currently managed by the Texas Education
Agency, the Higher Education Coordinating Board, and the State Board for Educator Certification.
All higher education institutions and agencies of education would be required to participate in the
system. The bill would require that the system be capable of generating student achievement,
curricular, instructional, managerial, and educational policy data. The bill would also

require capability for the connection of data elements among all involved education agencies and
ingtitutions. The system would be required to include analytical toolsto alow educators, policy
makers, and researchers to evaluate student achievement, programs, and operational efficiencies.

The commissioner of education would be directed to upgrade and enhance the Public Education
Information Management System to the extent necessary to enable an efficient transition to TEDS.

The commissioners of education and higher education would be directed to consider using the
TexasOnline project to administer the system and would have the authority to issue requests for
proposals and award contracts.

The commissioners would be directed to seek the assistance of the Department of Information
Resources concerning the design, coordination, implementation and management of projects for the
system.

The bill would require the system to be complete by September 1, 2011.

The bill would also require the board to contract with one or more established centers for education
research to devel op recommendations for establishing indicators for comparative measures of
academic and fiscal success and also indicators to identify students likely to drop out of school. The
commissioners would further be directed to contract with one or more organizations with well-
established peer-review processes to develop recommendations for using the system to measure
student improvement in assessment instruments.

The bill would require the board to conduct reviews of the data elements and other parameters of
the system and would require the commissioners to provide biennial reports to the legislature on
potential system improvements, with theinitial report due December 1, 2008.

As amended, the bill would require school districts to electronically report raw scores of student
reading diagnostic instruments to the Texas Education Agency (TEA), who would be required to
contract with the State Center for Early Childhood Development (SCECD) to receive and use the
scores.

As amended, the bill would require DPS to establish an electronic clearinghouse and subscription
service to provide criminal history record information to persons entitled to access such information.
The bill would allow DPS to charge a subscription fee to cover costs of administering the electronic
clearinghouse.

In addition to entities authorized under current law, the bill would grant accessto criminal history
record information, including information subject to an order of non-disclosure, to state agencies,
entities providing services to children, the elderly, persons with disabilities; medical centers; volunteer
centers; and private health organizations.

M ethodology

State costs associated with the bill would be incurred by the Higher Education Coordinating Board
(HECB), the Texas Education Agency (TEA) and various institutions of higher education. Costs
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described below are for the full scope of the project; administrative costs limited to the affected
agencies are described separately.

It is assumed that development of the TED system would be contracted. Contract costs associated
with the system described by the hill are estimated by the Texas Education Agency to be $2 millionin
FY 2008, $3 millionin FY 2009 increasing to $27 million in FY 2010 and FY 2011. This contract
would include costs for requirements gathering, system design and integration, technology
frameworks, data definitions, data quality, selection of an analytical tool and data element mapping,
and testing and verification. This estimate assumes that all of the data elements identified in the
legidlation are included; to the extent that the agency chooses to implement fewer, contract costs could
be reduced by up to $10 million in each of FY's 2010 and 2011.

Costs associated with contract services for the RFP for a vendor are estimated to be $324,000 in FY
2008 and in FY 2009. The agency estimates that the cost to perform the required upgradesto the
current PEIM S system would cost between $3.8 and $4.8 million; this would be partially funded with
$1.9 million in Federal funds.

The bill's requirement for education research centers to develop particular indicators and measurement
toolsis estimated to cost $750,000 per study; it is assumed that the study for the measure of student
improvement would be paid from funds currently budgeted by the agency for such a purpose.

Hardware costs associated with the system are estimated by TEA to be $1.5 million in FY 2008 and $8
million in FY 2009. Network and contract services are estimated to be an additional $200,000 in FY
2008 and $500,000 in FY 20009.

TEA estimates that the costs associated with integrating the student performance measurement models
and drop-out identification models with the required analytical tool and generating reports would be
$1 million in FY 2009 increasing to $4 million in FY 2010.

For the Texas Education Agency, administrative, board travel and reimbursement, and service contract
costs are estimated to be $422,708 in FY 2008, increasing to $960,642 in FY 20009.

HECB estimates that they would incur no additional administrative costsin FY 2008, but starting in
FY 2009 would require an estimated $830,364 in order to address internal data requirements
associated with the bill. The collective estimate for various institutions of higher education is
$2,000,000in FY 2010 and in 2011.

Currently, TEA contracts with SCECD using a vendor to collect raw scores of student reading
diagnostic instruments as part of apilot project. TEA estimates the cost to collect these datais $1 per
child or approximately $350,000 for participating 3, 4, and 5 year old children. TEA estimates the
need for an additional contract with regional education service center (RESC) 1V to resolve data
matching errors and conduct data quality activities, at a cost of $200,000 annually.

DPS estimates that 36 additional FTEs would be required to establish and maintain the clearinghouse,
process additional criminal history record inforamtion (CHRI) reviews required by the bill, and audit
entities granted access to criminal history record information to ensure the information is being
accessed, stored, and used appropriately. DPS estimates total additional administrative costs at $5.3
million in FY 2008 and $3.9 million in FY 2009. It is assumed that revenue from fees charged for
CHRI reviews and subscription fees for access to the clearinghouse authorized by the bill would be
sufficient to offset these costs for no net fiscal impact to the state.

Technology

The Texas Education Agency and the Higher Education Coordinating Board would incur costs
associated with the programs and activities described above.

L ocal Government I mpact

Local school district data systems would need to be modified to meet the data element and
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connectivity requirements and to interface with the new system. The Texas Education Agency
estimates that these changes would cost an estimated $45,000 per school district, or $55.5 million
statewide. Certain additional reporting requirements would also drive increased local cost.

Regional Education Service Centers would likely increase staffing in order to assist local school
districts with system requirements.

Source Agencies: 701 Central Education Agency, 720 The University of Texas System Administration,
768 Texas Tech University System Administration, 781 Higher Education Coordinating
Board, 783 University of Houston System Administration, 313 Department of
Information Resources

L BB Staff: JOB, JSp, UP
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