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By: Bonnen, et al. (Senate Sponsor - Huffman) H.B. No. 1595

(In the Senate - Received from the House April 18, 2023;
April 20, 2023, read first time and referred to Committee on
Finance; May 4, 2023, reported adversely, with favorable Committee
Substitute by the following vote: Yeas 15, Nays 0; May 4, 2023,
sent to printer.)

COMMITTEE VOTE

Y

j\)]

Nay Absent PNV

Huf fman
Hinojosa
Bettencourt
Campbell
Creighton
Flores

Hall
Hancock
Hughes X
Kolkhorst
Nichols X
Paxton
Perry
Schwertner
West
Whitmire
Zaffirini

b Bt et Bl Bl Ead Bl Bl B

bad

b B et Bl Bl e

COMMITTEE SUBSTITUTE FOR H.B. No. 1595 By: Huffman

A BILL TO BE ENTITLED
AN ACT

relating to the administration and investment of, and distribution
and use of money from, certain constitutional and statutory funds
to support general academic teaching institutions in achieving
national prominence as major research universities and driving the
state economy; redesignating the national research university fund
as the Texas University Fund.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Section 51.406(c), Education Code, is amended to
read as follows:

(c) A rule or policy of a state agency, including the Texas
Higher Education Coordinating Board, in effect on June 1, 2011,
that requires reporting by a university system or an institution of
higher education has no effect on or after September 1, 2013, unless
the rule or policy is affirmatively and formally readopted before
that date by formal administrative rule published in the Texas
Register and adopted in compliance with Chapter 2001, Government
Code. This subsection does not apply to:

(1) a rule or policy for which the authorizing statute
is listed in Subsection (b);
(2) a rule or policy for which the authorizing statute

is repealed on or before September 1, 2013, by legislation enacted
by the legislature that becomes law; or
(3) a report required under any of the following
provisions:
(

bl

) Article 59.06(g) (1), Code of Criminal
Procedure;

Section 51.005;

Section 51.0051;

Subchapter F-1 of this chapter;

Section 51.402;

Section 56.039;

Section 61.059;

CMHEHEOOQW
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—~

H) [Section62-095(b)+
+3)] Section 62.098;
I) [43)>] Section 411.187(b), Government Code;

—~r

(J) [4¥+] Subchapter C, Chapter 606, Government
Code;

(K) [{&>+] Subchapter E, Chapter 815, Government
Code; or

L) [)>-] Chapter 1551, Insurance Code.

SECTION 2. Section 62.092(2), Education Code, is amended to

read as follows:
(2) "Eligible institution" means a general academic
teaching institution as defined by Section 61.003, other than:
(A) The University of Texas at Austin or Texas
A&M University; or
(B) an institution of higher education described
by Section 62.132(2) or 62.145.

SECTION 3. Section 62.095, Education Code, is amended to
read as follows:

Sec. 62.095. APPROPRIATION OF FUND TO ELIGIBLE
INSTITUTIONS. [4&>] 1In each state fiscal year, amounts shall be
appropriated to eligible institutions in the same manner that
research performance funding is appropriated to institutions
eligible to receive funding from the Texas University Fund under

Section 62.1482(a) [baseé—4ﬁ+—Ehe—gve%%qe—ameﬁﬁé—e£—4%£%%&e%eé

SECTION 4. The heading to Subchapter F-1, Chapter 62,
Education Code, is amended to read as follows:

SUBCHAPTER F-1. NATIONAL [£€6RE] RESEARCH SUPPORT FUND

SECTION 5. Section 62.131, Education Code, 1is amended to
read as follows:

Sec. 62.131. PURPOSE. The national [eexe] research support
fund 1is established to provide funding to promote 1increased
research capacity at certain institutions of higher education
eligible to participate in the available university fund [emexrging
¥research universities | .

SECTION 6. Section 62.132, Education Code, is amended by
amending Subdivisions (2) and (3) and adding Subdivision (4) to
read as follows:

(2) "Eligible institution" means a general academic
teaching [an] institution [efhighereduecation] that is eligible to
receive distributions of money under this subchapter [designated—as

. : . . . .
o EHE¥%*%5 zeseazeh]fniue¥5it§ shder—the—coordanatingboard's

(3) "Fund" means the national [eexe] research support

fund.
(4) "General academic teaching institution" has the
meaning assigned by Section 61.003.

SECTION 7. Section 62.133, Education Code, is amended to
read as follows:

Sec. 62.133. FUNDING. The national [eexe] research support
fund consists of money appropriated by the legislature to eligible
institutions for the purposes of this subchapter.

SECTION 8. Subchapter F-1, Chapter 62, Education Code, is
amended by adding Section 62.1335 to read as follows:

Sec. 62.1335. ELIGIBILITY TO RECEIVE DISTRIBUTIONS FROM
FUND. (a) A general academic teaching institution becomes
eligible to receive an initial distribution of money appropriated
under this subchapter for a state fiscal year if the institution:

(1) is entitled to participate in the funding provided
by Section 18, Article VII, Texas Constitution;
(2) spent on average at least $20 million in federal
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and private research funds per state fiscal vyear during the
preceding three state fiscal years; and

(3) awarded on average at least 45 research doctoral
degrees per academic year during the preceding three academic
years.

(b) A general academic teaching institution that becomes
eligible to receive a distribution of money under this subchapter
remains eligible to receive a distribution in each subsequent state
fiscal year.

SECTION 9. Section 62.134, Education Code, 1is amended to
read as follows:

Sec. 62.134. APPROPRIATION OF FUND TO ELTIGIBLE
INSTITUTIONS. In each state fiscal vyear, amounts shall be
appropriated to eligible institutions in the same manner that
research performance funding is appropriated to institutions
eligible to receive funding from the Texas University Fund under
Section 62.1482 [as—feollowss

SECTION 10. The heading to Subchapter G, Chapter 62,
Education Code, is amended to read as follows:

SUBCHAPTER G. TEXAS [NATIONALRESEARCH] UNIVERSITY FUND

SECTION 11. Section 62.141, Education Code, is amended to
read as follows:

Sec. 62.141. PURPOSE. The purpose of this subchapter is to
allocate appropriations from the Texas University Fund [ratienal
¥research—university—Ffund] to provide a dedicated, independent, and

equitable source of funding to enable certain general academic
teaching institutions [emergingresearch wuniversities in +this
state] to achieve national ©prominence as major research
universities and drive the state economy.

SECTION 12. Subchapter G, Chapter 62, Education Code, 1is
amended by adding Section 62.1415 to read as follows:

Sec. 62.1415. REFERENCES TO TEXAS UNIVERSITY FUND. (a) In
this subchapter, a reference to the Texas University Fund means the
national research university fund.

(b) In other law, the national research university fund may
be referred to as the Texas University Fund.

SECTION 13. Section 62.142, Education Code, is amended by
amending Subdivision (3) and adding Subdivision (5) to read as
follows:

(3) "Fund" means the Texas University Fund [aatienat
. . ],
(5) "Trust company" means the Texas Treasury
Safekeeping Trust Company.
SECTION 14. Section ©62.143, Education Code, is amended to
read as follows:
Sec. 62.143. ADMINISTRATION AND INVESTMENT OF FUND. (a)

The Texas University Fund [ratienal researech wuniversity fund] is a
fund outside the state treasury held by [in—+theecustedy—o£f] the

comptroller and administered by the trust company.

(b) The trust company [eemptxreller] shall administer and
invest the fund in accordance with Section 20, Article VII, Texas
Constitution.

(c) The trust company shall determine the amount available
for distribution from the fund in accordance with a distribution
policy adopted by the comptroller that is designed to:

(1) preserve the purchasing power of the fund's assets
over an economic cycle, subject to the liquidity needs of the fund;
and

(2) provide a stable and predictable stream of annual
distributions.
SECTION 15. Section 62.144, Education Code, 1is amended to
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read as follows:
Sec. 62.144. FUNDING. (a) The fund consists of:
(1) money [anyameounts] appropriated or transferred to
the credit of the fund;
(2) gifts and grants contributed to the fund; and
(3) the interest and other earnings attrlbutable to

the 1nvestment of money in the fund [aHée%—%heJEe*as—Geﬁs%&%a%&eﬁ—ef

[+e>] The comptroller may solicit and accept gifts or grants
from any public or private source for the fund.

SECTION l6. Section 62.145, Education Code, is amended to
read as follows:

Sec. 62.145. ELIGIBILITY TO RECEIVE DISTRIBUTIONS FROM
FUND. (a) The following general academic teaching institutions
are eligible to receive distributions under this subchapter for
each state fiscal year:

(1) Texas State University;
(2) Texas Tech University;
(3) the University of Houston; and
(4) the University of North Texas.

(b) A general academic teaching institution not listed in
Subsection (a) becomes eligible to receive an initial distribution
of money appropriated under this subchapter for a state fiscal year
if:

(1) the institution:

(A) is not entitled to participate in the funding
provided by Section 18, Article VII, Texas Constitution;
(B) spent on average at least $20 million in

federal and private research funds per state fiscal year during the
preceding three state fiscal years; and
(C) awarded on average at least 45 research
doctoral degrees per academic vyear during the preceding three
academic years; and
(2) the legislature appropriates money to the fund in
an amount sufficient to ensure that, for the first state fiscal year
for which the institution would receive the distribution, the
market value of each other eligible institution's share of the
distribution of money under this subchapter for that fiscal year is
at least the same as the market value of that share for the state
fiscal year immediately preceding the state fiscal year in which
the additional institution becomes eligible for a distribution

under thlS subsection [ds—designated a5 an emerging researen
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(c) [4*+] A general academic teaching institution that
becomes eligible to receive a distribution of money under this
subchapter remains eligible to receive a distribution in each
subsequent state fiscal year.

SECTION 17. Sections 62.148(a), (b), and (c), Education
Code, are amended to read as follows:

(a) In each state fiscal vyear, the comptroller shall
distribute to eligible institutions in accordance with this
subchapter [seetion] money appropriated from the fund for that
fiscal year.

(b) The total amount appropriated from the fund for any
state fiscal year may not exceed an amount equal to 7.0 [4=5]
percent of the average net market value of the investment assets of
the fund, as determined by the comptroller, for a period set by

comptroller rule [£he 12 econsecutive state fiscatl guarters—ending
with—+the last guarter of +the preceding state Ffiscal year,——as
ée%e%méneé%a#%he%%m&%%@é&e%].

(C) The [ 11r\—|ar<-l— -i—n 11r\c~gﬁ4—1nv\ (Q\ A‘F +hao i—r\-l—a-|] amOunt
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appropriated from the fund for dlstrlbutlon in a state fiscal year
must be allocated as follows:

(1) 75 percent to the permanent endowment for
education and research base funding under Section 62.1481; and
(2) 25 percent to the research performance funding

ulr'lder'Sect'lon'62.l482[, nnr«]n r\-|-|g-|1f\-|r\ "’"Stltuth}’l -|c'~ r\v\-}—1-|—'|nrq to—a

SECTION 18. Subchapter G, Chapter 62, Education Code, 1is
amended by adding Sections 62.1481 and 62.1482 to read as follows:

Sec. 62.1481. PERMANENT ENDOWMENT FOR EDUCATION AND
RESEARCH BASE FUNDING. (a) For each state fiscal year, an eligible
institution is entitled to a distribution of a portion of the total
amount allocated for the permanent endowment for education and
research base funding under Section 62.148(c) (1) for that fiscal
year. The portion to which an eligible institution is entitled is a
fraction computed as follows:

(1) subject to Subsection (b), for an institution that
spent at least $45 million in federal and private research funds in
each of the preceding two state fiscal years, an amount computed by
dividing two by the sum of:

(A) the number of institutions entitled to
receive a distribution under this subdivision multiplied by two;
and

(B) the number of institutions to which
Subdivision (2) applies; or
(2) for an institution not described by Subdivision

(1), half the amount to which an institution to which Subdivision
(1) applies is entitled.
(b) An eligible institution is entitled to receive a
distribution under Subsection (a) (1) only if:
(1) in each of the state fiscal years beginning
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September 1, 2020, and September 1, 2021, the institution spent at
least the amount in federal and private research funds described by
that subdivision; or
(2) the legislature appropriates money to the fund in
an amount sufficient to ensure that, for the first state fiscal year
for which the institution would receive a distribution under that
subdivision, the market value of each other eligible institution's
share of the distribution under that subdivision for that fiscal
vear 1s at least the same as the market value of that share for the
state fiscal year immediately preceding the state fiscal year in
which the institution becomes eligible for a distribution under
that subdivision.

(c) An eligible institution that becomes eligible to
receive a distribution under Subsection (a) (1) remains eligible to
receive a distribution under that subdivision in each subsequent
state fiscal year.

Sec. 62.1482. RESEARCH PERFORMANCE FUNDING. (a) From 85
percent of the amount allocated for research performance funding
under Section 62.148(c)(2) for a state fiscal year, an eligible
institution is entitled to a distribution for that fiscal year in an
amount proportionate to the average amount of federal and private
research funds the institution spends per state fiscal year during
the preceding three state fiscal years as compared to the average
amount of those funds all eligible institutions spend per state
fiscal year during that period.

(b) From 15 percent of the amount allocated for research
performance funding under Section 62.148(c)(2) for a state fiscal
year, an eligible institution is entitled to a distribution for
that fiscal year in an amount proportionate to the average number of
research doctoral degrees the institution awards per academic year
during the preceding three academic years as compared to the
average number of those degrees all eligible institutions award per
academic year during that period.

(c) The coordinating board by rule shall establish a method
for determining the amounts to which each eligible institution 1is
entitled under this section.

SECTION 19. Sections 62.149(a) and (b), Education Code, are
amended to read as follows:

(a) An eligible institution may use money received under
this subchapter only for the support and maintenance of educational
and general activities that promote increased research capacity at
the institution in a manner that aligns with the goals of the
state's master plan for higher education developed under Section
61.051.

(b) For purposes of Subsection (a), the use of money shall
be limited to the following permitted activities:

(1) providing faculty support and paying faculty

salaries;

(2) purchasing equipment or library materials;

(3) paying graduate stipends; [ané]

(4) supporting research performed at the institution,
including undergraduate research;

(5) increasing technology transfer,
commercialization, and patent development; and

(6) increasing the number of research doctoral
graduates in this state.

SECTION 20. Subchapter G, Chapter 62, Education Code, 1is
amended by adding Sections 62.150, 62.151, and 62.152 to read as
follows:

Sec. 62.150. INSTITUTIONAL ENDOWMENT REPORTING. (a) In
this section, "institutional endowment fund" means a fund
established to support a general academic teaching institution's
mission in perpetuity.

(b) For purposes of reporting the amount of an institution's
institutional endowment funds, each eligible institution may
include as a true endowment, in accordance with coordinating board
rule, the institution's share of the market wvalue of the fund
corresponding to the share of the permanent endowment for education
and research base funding to which the institution is entitled for a
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state fiscal year as provided by Section 62.1481.

Sec. 62.151. DETERMINATION AND REPORT OF AMOUNT OF
DISTRIBUTIONS. For each state fiscal biennium, the Legislative
Budget Board, in consultation with the coordinating board, shall:

(1) determine the amount of each distribution from the
fund to which each eligible institution is entitled as provided by
this subchapter; and

(2) report the determinations made under Subdivision
(1) to the legislature and the comptroller.

Sec. 62.152. RULES. The coordinating board may adopt rules
as necessary to implement this subchapter.

SECTION 21. The following provisions of Chapter 62,
Education Code, are repealed:

(1) Sections 62.09c(a), (b), and (e);
(2) Section 62.135(b);

(3) Section 62.142(2);

(4) Sections 62.146 and 62.147; and
(5) Sections 62.148(d), (e), and (f).

SECTION 22. This Act takes effect September 1, 2023.

* * k% *x *
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