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AUTHOR'S / SPONSOR'S STATEMENT OF INTENT

Levee Improvement District (LID) Directors
Amends the director qualifications for LIDs to track the qualifications for municipal utility districts (MUDs) by requiring directors to be either landowners or qualified voters to serve on an appointed board. 
 
Division of Districts
Codifies the division provisions of the MUD template to allow districts to divide rather than needing special legislation for each individual district.
A district would be permitted to divide into multiple districts subject to all the same requirements, including conduct of a separate election by any newly created district.
 
TCEQ Creation and Oversight of Municipal Management Districts (MMDs)
Provides that the process for the Texas Commission on Environmental Quality (TCEQ) to create a proposed MMD, including notice and hearing requirements, be the same as other water districts.
Allows a petition to TCEQ for creation of a MMD to request an elected board of directors instead of being limited to a city-appointed board.  Amends the MMD statute to include provisions for elected directors the same as elected MUD directors.
Clarifies and reinforces TCEQ jurisdiction and oversight of MMDs.
 
Director Per Diems
Water district directors are entitled to earn a per diem for each day of active service.  The per diem amount was last increased in 2003.
Ties the water district director per diem amount with the legislative per diem determined by the Texas Ethics Commission so that it is automatically indexed for inflation.
 
Confidentiality of Personal Email Addresses
Allows a district to protect from public disclosure a personal email address of a member of the governing body so long as the email address is not paid for with public funds, the email address is not primarily used to transact district business, and an official email address for the board member or the governing body is made publicly available.
 
Conduct of Initial Elections
Allows the board of directors of a district to consider the best interests of district voters in establishing precincts and polling places for its initial election.
 
Bond and Refunding Bond Propositions
Restores longstanding practice of including "new money" and "refunding" bonds in the same ballot proposition.  This reduces the length and complexity of ballots, ultimately making elections easier and cheaper to administer.
 
Limitation on Eminent Domain
Under current law, MUDs operate with restrictions on eminent domain that other types of water districts do not.
Extends the limitations on use of eminent domain applicable to MUDs to water control and improvement districts and fresh water supply districts.
Clarifies the limitations and provides for technical analysis from the district engineer.
 
Moot Tax Rate Elections
Eliminates an inadvertent error in S.B. 2 (2019) that would require a tax rate approval election in certain situations even when it is not possible for the election to result in a tax rate reduction.
Saves the time, expense, and confusion of moot elections.
 
Water Control and Improvement District (WCID) Annexations
Allows a WCID to substitute land of equal value the same way as MUDs to allow for a boundary adjustment without impairing outstanding bonds.
Clarifies a conflict in current law between two different annexation authorizations.
 
Miscellaneous
Allows a MUD and an MMD to consolidate in the same manner as two MUDs may consolidate to reduce unnecessary government overlap.
Clarifies the two-thirds approval for an MMD board of directors to authorize the levy of assessments, fees, and taxes or the issuance of bonds.
Cleans up conflicting provisions that passed in different bills during the same session relating to conversion of a district into a MUD.
Eliminates an unnecessary limitation on filling vacancies on MUD boards.
Directs the TCEQ to modernize its formulas for evaluating the feasibility of bonds issued by water districts in high growth areas.

Committee Substitute S.B. 2521
The committee substitute makes the bill a Texas Legislative Council version, reorders the sections, and revises certain sections as follows: 
Changes the definition of a regional authority in Section 5 of the filed version.
Adds Sections 5 and 6 relating to elected directors of a municipal management district.
Removes Section 12 regarding Chapter 51.714, Water Code. 
Removes Section 13  regarding Chapter 54.728, Water Code.
Changes the list of counties in Section 22.

[Note: While the statutory reference in this bill is to the Texas Natural Resource Conservation Commission (TNRCC), the following amendments affect the Texas Commission on Environmental Quality, as the successor agency to TNRCC.]
[bookmark: EnrolledProposed][bookmark: AmendsCurrentLaw]C.S.S.B. 2521 amends current law relating to the powers, authorities, duties, and responsibilities of certain conservation and reclamation districts.

RULEMAKING AUTHORITY

This bill does not expressly grant any additional rulemaking authority to a state officer, institution, or agency.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Section 375.022, Local Government Code, by adding Subsections (d) and (e), as follows:

(d) Authorizes the petition to request that a succeeding board of directors of a district (board) be elected under Section 375.0645 instead of being appointed under Section 375.064 (Recommendations for Succeeding Board).

(e) Requires the Texas Commission on Environmental Quality (TCEQ), on receipt by TCEQ of a petition that complies with Section 375.022 (Petition) to issue a notice indicating that the petition is administratively complete and authorizes TCEQ to conduct a hearing on the petition in the manner provided by Section 49.011 (Notice Applicable to Creation of a District by the Commission), Water Code, if TCEQ determines that a hearing is necessary.

SECTION 2. Amends Subsection 375.025(c), Local Government Code, as follows:

(c) Requires TCEQ by order, if TCEQ finds, rather than if after the hearing TCEQ finds, that the petition is sufficient and conforms to the requirements of Section 375.022(c) (relating to requiring that the petition meet certain criteria) and that the district is feasible, rather than feasible and necessary, and would benefit the public, to make that finding and grant the petition. Makes a conforming change. 

SECTION 3. Amends Subchapter D, Chapter 375, Local Government Code, by adding Section 375.0645, as follows:

Sec. 375.0645. ELECTION OF DIRECTORS. (a) Provides that this section applies only to a district created by order of TCEQ providing for an elected board of directors as requested in the petition requesting creation of the district as provided by Section 375.022(d).

(b) Requires TCEQ to appoint the initial directors under Section 375.026 (Order; Initial Directors) and provides that subsequent directors are elected in the manner provided by Subchapter D (Election Provisions), Chapter 49, Water Code.

(c) Provides that an elected director is entitled to receive fees of office and reimbursement for actual expenses as provided by Section 49.060 (Fees of Office; Reimbursement), Water Code. 

(d) Provides that Sections 375.069 (Board Position Not Civil Office of Emolument) and 375.070 (Compensation of Directors; Reimbursement of Expenses) do not apply to an elected director.

(e) Provides that Subsection 49.052(f) (relating to requiring that Section 49.052 (Disqualification of Directors) not apply to special water authorities), Water Code, does not exempt an elected director from disqualification under Section 49.052, Water Code.

(f) Provides that Sections 375.064, 375.161 (Certain Residential Property Exempt), and 375.243 (Petition Required for Bond Election) do not apply to a district with an elected board.

SECTION 4. Amends Section 375.065, Local Government Code, as follows: 

Sec. 375.065. REMOVAL OF DIRECTOR. Authorizes the governing body of the municipality after notice and hearing to remove a director appointed by that municipality for misconduct or failure to carry out the director's duties on petition by a majority of the remaining directors.

SECTION 5. Amends Section 375.067(a), Local Government Code, as follows: 

(a) Requires a director, as soon as practicable after the director is appointed or elected as provided by Subchapter D (Administrative Provisions; Board of Directors), to execute a $10,000 bond payable to the district and conditioned on the faithful performance of the director's duties.

SECTION 6. Amends Section 375.068, Local Government Code, as follows: 

Sec. 375.068. OFFICERS. Requires the directors, after they are appointed or elected as provided by this subchapter and have qualified by executing a bond and taking the oath, to organize by electing a president, a vice-president, a secretary, and any other officers the board considers necessary.

SECTION 7. Amends Section 375.071, Local Government Code, as follows:

Sec. 375.071. QUORUM. (a) Creates this subsection from existing text.

(b) Creates this subsection from existing text.  Authorizes a majority of a quorum at a board meeting, if at least two-thirds of the directors execute a written consent, to authorize the levy of assessments, the levy of taxes, the imposition of impact fees, or the issuance of bonds. Authorizes a director to execute a written consent outside of a board meeting. Deletes existing text providing that the written consent of at least two-thirds of the directors is required to authorize the levy of assessments, the levy of taxes, the imposition of impact fees, or the issuance of bonds.

SECTION 8. Amends Section 375.161(b), Local Government Code, to provide that Section 375.161 (Certain Residential Property Exempt) does not apply to a tax or assessment that is authorized or approved by the voters of the district or to a required payment for a service provided by the district, including water and sewer services.

SECTION 9. Amends Section 375.208, Local Government Code, as follows:

Sec. 375.208. COMMISSION APPROVAL. Prohibits a district from issuing bonds to provide funding for water, sewage, or drainage facilities unless TCEQ determines that the project is feasible and issues an order approving the issuance of the bonds in the manner provided by Section 49.181 (Authority of Commission Over Issuance of District Bonds), Water Code. Deletes existing text requiring a district to obtain approval of TCEQ as provided by Chapter 54 (Municipal Utility District), Water Code, if it issues bonds to provide water, sewage, or drainage facilities. Deletes existing text providing that a district, except as expressly provided by this section and Sections 375.062 (Terms of Initial Directors) and 375.064, is not subject to the jurisdiction of TCEQ.

SECTION 10. Amends Section 49.011(a), Water Code, to require the Texas Natural Resource Conservation Commission (TNRCC), on receipt by TNRCC of all required documentation associated with an application for creation of a district by TNRCC under certain chapters, including Chapter 375 (Municipal Management Districts in General), Local Government Code, to issue a notice indicating that the application is administratively complete.

SECTION 11. Amends Section 49.060, Water Code, by amending Subsections (a) and adding Subsections (a-2), as follows:

(a) Provides that a director is entitled to receive fees of office for each day, rather than fees of office of not more than $150 a day for each day, the director actually spends performing the duties of a director. Requires the board by resolution to set the fees of office. Prohibits the board from setting the fees of office at an amount greater than the amount per diem as set by the Texas Ethics Commission for members of the legislature under Section 24a (Texas Ethics Commission; Legislative Salaries and Per Diem), Article III (Legislative Department), Texas Constitution.

(a-2) Prohibits an authority created by special law, notwithstanding Subsection (a-1) (relating to requiring a district to set a limit on the fees of office that a director is authorized to receive in a year), by resolution of the board, from setting the annual limit on the fees of office described by that subsection at an amount greater than the amount that a director would receive for 60 days of service a year at the maximum daily rate authorized by Subsection (a).

SECTION 12. Amends Section 49.065, Water Code, by adding Subsection (d), as follows:

(d) Provides that Subsection (b) (relating to providing that the records of each district are the property of the district and are subject to the open records law) applies to a personal e-mail address of a director only if the district does not make available to the public an official e-mail address for the director or the district. Defines "personal e-mail address."

SECTION 13. Amends Section 49.102, Water Code, by amending Subsection (j) and adding Subsection (k), as follows:

(j) Provides that the provisions of Section 49.102 (Confirmation and Director Election) requiring a confirmation election do not apply, rather than prohibits the provisions of this section from being applicable, to any district exercising the powers of Chapter 375, Local Government Code, or any district created by a special Act of the legislature that does not require a confirmation election.

(k) Requires the district, notwithstanding any other law, if the board determines that it is in the best interest of the district and voters of the district for the district to administer an election under this section, to establish precincts and designate polling locations inside the boundaries of the district.

SECTION 14. Amends Section 49.106, Water Code, by adding Subsection (f) to authorize the board to submit new bond authorization and refunding bond authorization in a single proposition at an election.

SECTION 15. Amends Section 49.181, Water Code, by adding Subsection (f-1), as follows:

(f-1) Requires TNRCC, for the purposed of evaluating the financial feasibility of a project financed by a bond, to consider:

(1) a district located wholly or partly in Austin, Brazos, Chambers, Grimes, Liberty, Walker or Wharton County as if the district were located in Harris County; and 

(2) a district located wholly or partly in Bastrop, Bell, Blanco, Burnet, Caldwell, Gillespie, Kendall, Lee, or Milam County as if the district were located in Travis County. 

SECTION 16. Amends Section 49.23602(c), Water Code, to provide that an election is not required if the adopted tax rate is less than or equal to the voter-approval tax rate.

SECTION 17. Amends Subchapter J, Chapter 49, Water Code, by adding Section 49.316, Water Code, as follows:

Sec. 49.316.  DIVISION OF DISTRICT. (a) Authorizes the board, on its own motion or on receipt of a petition signed by the owner or owners of a majority of the assessed value of the real property in the district, to adopt an order dividing the district.

(b) Authorizes an order dividing a district to create one or more new districts and to provide for the continuation of the district.

(c) Requires that an order dividing the district name any new district, include the metes and bounds description of the territory of each of the districts, appoint temporary directors for any new district, and provide for the division of assets and liabilities between the districts.

(d) Authorizes the board to adopt an order dividing the district before or after the date the board holds an election to confirm the district's creation.

(e) Authorizes the district to be divided only if the district has never issued any bonds and is not imposing ad valorem taxes.

(f) Prohibits a new district created by the division of the district from, at the time the new district is created, containing any land outside the area of the district at the time of creation.

(g) Requires the district, on or before the 30th day after the date of adoption of an order dividing the district, to file the order with TNRCC and record the order in the real property records of each county in which the district is located.

(h) Requires a new district created by the division of the district to hold a confirmation and directors' election.

(i) Requires the new district, if the creation of a new district is confirmed, to provide the election date and results to TNRCC.

(j) Requires a new district created by the division of the district to hold an election as required by Chapter 49 (Provisions Applicable to All Districts) to obtain voter approval before the district is authorized to impose a maintenance tax or issue bonds payable wholly or partly from ad valorem taxes.

(k) Provides that municipal consent to the creation of the district and to the inclusion of land in the district acts as municipal consent to the creation of any new district created by the division of the district and to the inclusion of land in the new district.

(l) Authorizes the district to continue to rely on confirmation, directors', bond, and tax elections held prior to the division.

SECTION 18. Amends Subchapter O, Chapter 51, Water Code, by adding Section 51.7131, as follows:

Sec. 51.7131. ALTERNATIVE SUBSTITUTION PROCEDURES.  Authorizes a district, notwithstanding Subchapter O (Adding and Excluding Territory and Consolidating Districts), to substitute land in the manner provided by Sections 54.739 (Substituting Land of Equal Value) through 54.747 (Service to Included Land), Water Code. 

SECTION 19. Amends Section 57.053, Water Code, by amending Subsection (a) and adding Subsection (d), as follows:

(a) Deletes existing text requiring a director appointed to fill a vacancy to be a person qualified for election as a director under Section 57.059.

(d) Requires a director appointed to fill a vacancy to be a person qualified as a director under Section 57.059.

SECTION 20. Amends Section 57.059, Water Code, as follows:

Sec. 57.059. New heading: QUALIFICATIONS FOR DIRECTORS. Requires a person, to be qualified to serve as a director, to 

(1) be at least 18 years old;

(2) own land subject to taxation in the district or be a qualified voter within the district; and

(3) if the director is elected, be a qualified voter of the precinct in the district established by the commissioners court under Section 57.058 (Number of Elected Directors; Terms). 

Deletes existing text requiring a person, to be qualified for election as a director, to be a qualified property taxpaying elector of the precinct and county from which he is elected and be eligible under the constitution and laws of this state to hold the office to which he  is elected.

SECTION 21. Repealers: Sections 375.023 (Commission Hearing; Contents of Notice) and 375.024 (Publication of Notice), Local Government Code.

Repealers: Sections 375.025(a) (relating to requiring TCEQ to examine a petition to determine its sufficiency at a hearing) and (b) (relating to providing that TCEQ has jurisdiction to determine each issue relating to the sufficiency of a petition and to the creation of a district and is authorized to issue necessary incidental orders in relation to the issues before TCEQ), Local Government Code.

Repealer: Section 54.030(b) (relating to requiring the governing body of a district which desires to convert into a district operating under this chapter to adopt and enter in the minutes of the governing body a certain resolution), Water Code, as amended by Chapter 539 (H.B. 2914), Acts of the 86th Legislature, Regular Session, 2019.

Repealer: Section 54.032(a) (relating to requiring that notice of the conversion of a district be given by publishing notice in a newspaper with general circulation in the county or counties in which the district is located), Water Code, as amended by Chapter 539 (H.B. 2914), 86th Legislature, Acts of the Regular Session, 2019.

Repealer: Section 54.033(a) (relating to requiring TNRCC, if it makes a certain finding, to enter an order making this finding and requiring the district to become a district operating under this chapter), Water Code, as amended by Chapter 539 (H.B. 2914), 86th Legislature, Acts of the Regular Session, 2019.

Repealer: Section 54.103 (Limitation on Filling Vacancies), Water Code.

SECTION 22. Effective date: upon passage or September 1, 2023.
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