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SENATE AMENDMENTS

2 Printing

By: Bonnen, Walle, Thompson of Brazoria, H.B. No. 1595
Paul

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is repealed on or before September 1, 2013, by legislation enacted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 wunder any of the following
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H.B. No. 1595
provisions:
(A) Article 59.06(g) (1), Code of Criminal
Procedure;
(B) Section 51.005;
(C) Section 51.0051;
(D) Subchapter F-1 of this chapter;
(E) Section 51.402;
(F) Section 56.039;
(G) Section 61.059;
(H) [Seetion62-095(b)+
[£5-] Section 62.098;
(I) [43>] Section 411.187(b), Government Code;
(J) [4¥>+] Subchapter C, Chapter 606, Government
Code;
(K) [4&)+] Subchapter E, Chapter 815, Government
Code; or
(L) [M>] 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:
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H.B. No. 1595
Sec. 62.095. APPROPRIATION OF FUND TO ELIGIBLE
INSTITUTIONS. [4=3>] 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) [based—on—the average amount—of restricted
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SECTION 4. Section 62.131, Education Code, is amended to
read as follows:

Sec. 62.131. PURPOSE. The core research support fund 1is
established to provide funding to promote increased research
capacity at certain institutions of higher education eligible to

participate in the available university fund [emexrging researech
: ties].

SECTION 5. Section 62.132, Education Code, is amended by
amending Subdivision (2) and adding Subdivision (4) to read as
follows:

(2) "Eligible institution" means a general academic

teaching [ar] institution [efhighereduecatiorn] that:

[P.3]



10

11

12

13

14

15

le

17

18

19

20

21

22

23

24

25

26

27

H.B. No. 1595

(A) 1is entitled to participate in the funding

provided by Section 18, Article VII, Texas Constitution;

(B) spent on average at least the following

amount in federal and private research funds per state fiscal year

during the preceding three state fiscal years:

(i) for the state fiscal year beginning

September 1, 2023, $20 million; or

(ii) for a state fiscal year beginning on or

after September 1, 2024, the amount determined under this paragraph

for the preceding state fiscal year adjusted by the increase, if

any, in the rate of inflation during the preceding state fiscal

year, as determined by the coordinating board on the basis of

changes in the consumer price index published by the Bureau of Labor

Statistics of the United States Department of Labor or a successor

agency; and

(C) awarded on average at least 45 research

doctoral degrees per academic year during the preceding three

academic years [+is—designated as an emerging research university
! ] 1 : ] 1 WEE 7.

(4) "General academic teaching institution" has the

meaning assigned by Section 61.003.

SECTION 6. Section 62.134, Education Code, is amended to
read as follows:

Sec. 62.134. APPROPRIATION OF FUND TO ELIGIBLE
INSTITUTIONS. In each state fiscal vyear, amounts shall be

appropriated to eligible institutions in the same manner that

research performance funding 1is appropriated to institutions
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eligible to receive funding from the Texas University Fund under

Section 62.1482 [as—feollowss

Section 62-053(b}].
SECTION 7. The heading to Subchapter G, Chapter 62,
Education Code, is amended to read as follows:

SUBCHAPTER G. TEXAS [MATIONAL RESEARCH] UNIVERSITY FUND

SECTION 8. 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 [aatienal

researeh university fund] to provide a dedicated, independent, and

equitable source of funding to enable certain general academic

teaching institutions [emerging research wuyniversities in this

state] to achieve national ©prominence as major research

universities and drive the state economy.

SECTION 9. 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.
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H.B. No. 1595

(b) In other law, the national research university fund may

be referred to as the Texas University Fund.

SECTION 10. 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 [aatienal
research university fund].

(5) "Trust company" means the Texas Treasury

Safekeeping Trust Company.

SECTION 11. Section 62.143, Education Code, is amended to
read as follows:

Sec. 62.143. ADMINISTRATION AND INVESTMENT OF FUND. (a)

The Texas University Fund [aatieonal—researchuniversityfund] is a
fund outside the state treasury held by [ir—+the—ecustedy—e£f] the

comptroller and administered by the trust company.

(b) The trust company [eemptxreititer] 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 a rolling 10-year period, subject to the liquidity needs of the

fund; and

(2) provide a stable and predictable stream of annual

distributions.

SECTION 12. Section ©62.144, Education Code, is amended to
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read as follows:
Sec. 62.144. FUNDING. (a) The fund consists of:

(1) money [anyameunts] appropriated or transferred to

the credit of the fund;

(2) gifts and grants contributed to the fund; and

(3) the interest and other earnings attributable to

the investment of money in the fund [vndexr the Texas Constitution or

otrthaovru
e+t
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[{e>] The comptroller may solicit and accept gifts or grants

from any public or private source for the fund.

SECTION 13. 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

[P.7]
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if:
(1) the institution:

(A) 1is not entitled to participate in the funding

provided by Section 18, Article VII, Texas Constitution;

(B) spent on average at least the following

amount in federal and private research funds per state fiscal year

during the preceding three state fiscal years:

(i) for the state fiscal year beginning

September 1, 2023, $20million; or

(ii) for a state fiscal year beginning on or

after September 1, 2024, the amount determined under this paragraph

for the preceding state fiscal year adjusted by the increase, if

any, in the rate of inflation during the preceding state fiscal

yvear, as determined by the coordinating board on the basis of

changes in the consumer price index published by the Bureau of Labor

Statistics of the United States Department of Labor or a successor

agency; and

(C) awarded on average at least 45 research

doctoral degrees per academic year 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

[P.g]
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H.B. No. 1595

(c) [H>] 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 14. 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 1institutions 1in accordance with this

subchapter [seetien] 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

10
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H.B. No. 1595

the fund, as determined by the comptroller, for a period set by

comptroller rule [£he 12 consecutive state fiscal guarters—ending
i) | 1 - 4y 14 > 1 ’
cererymines by the compityoller].

(c) The [Subjeect—to—Subsection{e)—of +the total] amount

appropriated from the fund for distribution 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

under Section 62.1482[+—+eacheligible institution isentitled to =

SECTION 15. 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 (c), for an institution that

spent at least the amount determined under Subsection (b) in

11
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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) For purposes of Subsection (a) (1), the minimum amount in

federal and private research funds required to be spent in each of

the preceding two state fiscal years is:

(1) for the state fiscal year beginning September 1,

2023, S45 million; or

(2) for a state fiscal year beginning on or after

September 1, 2024, the amount determined under this subsection for

the preceding state fiscal year adjusted by the increase, if any, in

the rate of inflation during the preceding state fiscal year, as

determined by the coordinating board on the basis of changes in the

consumer price index published by the Bureau of Labor Statistics of

the United States Department of Labor or a successor agency.

(c) An eligible institution is entitled to receive a

distribution under Subsection (a) (1) only if:

(1) in each of the state fiscal years beginning

September 1, 2020, and September 1, 2021, the institution spent at

12
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least the amount in federal and private research funds described by

Subsection (b)(1); 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

yvear 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 institution becomes eligible for a distribution under

that subdivision.

(d) 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

13
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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 vyears 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 is

entitled under this section.

SECTION 16. 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

14
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graduates in this state.

SECTION 17. 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

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) 1report 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 18. The following provisions of Chapter 62,

Education Code, are repealed:

15
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(1) Sections 62.096(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 19. This Act takes effect September 1, 2023.

16
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Subsgtitute,the following for __ .B. No.
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T

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

88R26283 KJE-F 1
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provisions:

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

(B) Section 51.005;

(C) Section 51.0051;

(D) Subchapter F-1 of this chapter;

(E) Section 51.402;

(F) Section 56.039;

(G) Section 61.059;

R

[45] Section 62.098;

(I) [4F)] Section 411.187(b), Government Code;

(J

~—

[4¥%] Subchapter C, Chapter 606, Government
Code;
(K) [43] 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:

88R26283 KJE-F 2
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Sec. 62.095. APPROPRIATION OF FUND TO ELIGIBLE
INSTITUTIONS. [+&>] In each state fiscal year, amounts shall be

appropriated to eligible institutions in the same manner that

research performance funding 1is appropriated to institutions

eligible to receive funding from the Texas University Fund under

Section 62.1482(a) [besed—eon—the average amount of restricted

L fund led s . . : ] ]
B e T e

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 increased

research capacity at certain institutions of higher education

eligible to participate in the available university fund [emerging
] . oo .

SECTION 6. Section 62.132, Education Code, is amended by

amending Subdivisions (2) and (3) and adding Subdivision (4) to

88R26283 KJE-F 3
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read as follows:
(2) "Eligible institution" means a general academic

teaching [ar] institution [efhigher—eduecatien] that is eligible to
receive distributions of money under this subchapter [designatedas

(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, 1is amended to
read as follows:

Sec. ©2.133. FUNDING. The national [ee¥e] 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, 1is
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

and private research funds per state fiscal year during the

preceding three state fiscal years; and

(3) awarded on average at least 45 research doctoral

88R26283 KJE-F 4
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degrees per academic year during the preceding three academic

vears.

(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, is amended to
read as follows:

Sec. ©62.134. APPROPRIATION OF FUND TO ELIGIBLE
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—fellewss

(2

==

) EN
7

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

SUBCHAPTER G. TEXAS [NATIONAL-RESEARCH] UNIVERSITY FUND

SECTION 11. Section 62.141, Education Code, is amended to

read as follows:

88R26283 KJE-F 5
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Sec. 62.141. PURPOSE. The purpose of this subchapter is to

allocate appropriations from the Texas University Fund [matienat

recearch—universityFfund] to provide a dedicated, independent, and

equitable source of funding to enable certain general academic

teaching institutions [emerging—reseaxch—universities 3in this

st | to achieve national prominence as major research

universities and drive the state economy.

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

Sec. 62.1415. REFERENCES TO TEXAS UNIVERSITY FUND. (a) 1In

this subchapter, a reference to the Texas University Fund means the

national research university fund.

(b) TIn 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 [mratienal
Feteareh wRtversity fand | |

(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 [matienal resecarch university fund] is a
fund outside the state treasury held by [in—theecustedy—e£] the

comptroller and administered by the trust company.

88R26283 KJE-F 6
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(b) The trust company [eempt¥retiexr] 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 ligquidity 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
read as follows:
Sec. 62.144. FUNDING. (a) The fund consists of:

(1) money [any-ameunts] appropriated or transferred to

the credit of the fund;

(2) gifts and grants contributed to the fund; and

(3) the interest and other earnings attributable to

the investment of money in the fund [underthe TexasConstituticn—-ox

[+e5-] The comptroller may solicit and accept gifts or grants

from any public or private source for the fund.

SECTION 16. Section 62.145, Education Code, is amended to

88R26283 KJE-F 7
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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 year 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 vear is

88R26283 KJE-F 8
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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 this subsection [is—designated—as—an—emerging—resecarch

88R26283 KJE-F 9
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c) [#*+] 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 [seetier] money appropriated from the fund for that

fiscal year.

(b) The total amount appropriated from the fund for any

88R26283 KJE-F 10
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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 [£hel2—consecutive stateficcal guartersonding
with—theJlast—guarter —of the preceding—state fiscal year,—as
Geteymonad b bl comptye oy |

(c) The [Subject—te—Subsection {e)—of +the total] amount

appropriated from the fund for distribution 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

under Section 62.1482[,—eacheligibleinstitutionicentitled toa
aistribution—inanamountegualtothe sum—ofs
[3>——one=seventhof thetotal amountappropriatedsand
[2——ar—egrat—share of any —amount—remeining after
SEetributions—arecaloculated underSubdivision—{1l)—not to oxceed
SR—amouRt—egualtoone=fourthefthat remaining amount] .

SECTION 18. Subchapter G, Chapter 62, Education Code, is

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:

88R26283 KJE-F 11
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(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 1is entitled to receive a

distribution under Subsection (a) (1) only if:

(1) in each of the state fiscal vyears beginning

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

year is at least the same as the market value of that share for the

state fiscal year immediately preceding the state fiscal yvear in

which the institution becomes eligible for a distribution under

that subdivision.

88R26283 KJE-F 12
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(c) An eligible institution that becomes eligible to

receive a distribution under Subsection (a)(l) 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 vyear, 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 is

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

88R26283 KJE-F 13
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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

061.051.

(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; [ard]

(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

88R26283 KJE-F 14
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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

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 62.096(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.

88R26283 KJE-F 15
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Scufﬂ‘% of the Senale
FLOOR AMENDMENT NO ._L BY: % :v/zv/m

Amend C.S.H.B. 1595 (senate committee report) as follows:

(1) Strike SECTION 12 of the bill, adding Section 62.1415,
Education Code (page 3, lines 38 through 44).

(2) In SECTION 14 of the bill, in added Section
62.143(c) (2), Education Code (page 3, line 67), between "provide"

and "a", insert "as nearly as practicable".

(3) In SECTION 16 of the bill, in added Section
62.145(b) (2), Education Code (page 4), strike lines 38 through 46
and substitute the following:

(2) the legislature appropriates money to the fund in

an _amount that is sufficient to ensure as nearly as practicable a

stable and predictable stream of annual distributions from the fund

to each eligible institution and may not be less than the difference

between:

(A) the guotient of:

(i) the market wvalue of the fund on

September 1 of the state fiscal year in which the institution would

receive the initial distribution; and

(ii) the difference between one and the

institution's percentage share of the fund for the state fiscal

year in which the institution would receive the initial

distribution, as determined by coordinating board rule; and

(B) the market value of the fund on September 1 of

the state fiscal year in which the institution would receive the

initial distribution [isédesignated-as—an-emerging research

(4) In SECTION 17 of the bill, in amended Section 62.148(b),

Education Code (page 5, line 31), strike "rule" and substitute

"policy".
(5) In SECTION 18 of the bill, in added Section 62.1481(b),

88R28931 KJE-D 1
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Education Code, strike Subdivision (2) (page 6, lines 4 through 12)

and substitute the following:

(2) the legislature appropriates money to the fund in

an amount required by Section 62.145(b) (2).

(6) Strike SECTION 22 of the bill, providing an effective
date (page 7, line 19), and substitute the following appropriately
numbered SECTION:

SECTION _ . This Act takes effect January 1, 2024, but
only if the constitutional amendment proposed by the 88th
Legislature, Regular Session, 2023, relating to the Texas
University Fund, which provides funding to certain institutions of
higher education to achieve national prominence as major research
universities and drive the state economy is approved by the
voters. If that amendment is not approved by the voters, this Act
has no effect.

(7) Renumber the SECTIONS of the bill accordingly.

88R28931 KJE-D 2

[P.33]



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 88TH LEGISLATIVE REGULAR SESSION

May 20, 2023
TO: Honorable Dade Phelan, Speaker of the House, House of Representatives
FROM: Jerry McGinty, Director, Legislative Budget Board

IN RE: HB1595 by Bonnen (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.), As
Passed 2nd House

The fiscal implications of the bill cannot be determined at this time because the timing and amounts of any
appropriations from the Texas University Fund are unknown.

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

The bill would redesignate the National Research University Fund as the Texas University Fund and amend the
administration and investment, eligibility criteria, and distribution methodology of the fund to eligible
institutions. The bill also would increase the maximum amount of money that may be distributed from the fund
in a fiscal year.

The bill would require the Texas Higher Education Coordinating Board (THECB), by rule, to establish a method
for determining the distribution amounts to eligible institutions.

The bill would require the Legislative Budget Board, in consultation with the THECB, to determine the amount
of each distribution from the Texas University Fund to eligible institutions and report the determinations to the
Legislature and the Comptroller.

The bill would amend the name, eligibility requirements, and allocation methodology for the Core Research
Support Fund. The bill would also amend the allocation methodology for the Texas Comprehensive Research
Fund.

The fiscal implications of the bill cannot be determined at this time because the timing and amounts of any
appropriations from the Texas University Fund are unknown.

Based on analysis from the THECB and Comptroller, there would be no administrative cost to either agency to
implement the provisions of the bill.

Local Government Impact

No fiscal implication to units of local government is anticipated.

Source Agencies: 304 Comptroller of Public Accounts, 781 Higher Education Coordinating Board
LBB Staff: ]Mc, SD, JSM, CFl, KK, MOc, NV, CMA
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 88TH LEGISLATIVE REGULAR SESSION

May 4, 2023
TO: Honorable Joan Huffman, Chair, Senate Committee on Finance
FROM: Jerry McGinty, Director, Legislative Budget Board

IN RE: HB1595 by Bonnen (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.),
Committee Report 2nd House, Substituted

The fiscal implications of the bill cannot be determined at this time because the timing and amounts of any
appropriations from the Texas University Fund are unknown.

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

The bill would redesignate the National Research University Fund as the Texas University Fund and amend the
administration and investment, eligibility criteria, and distribution methodology of the fund to eligible
institutions. The bill also would increase the maximum amount of money that may be distributed from the fund
in a fiscal year.

The bill would require the Texas Higher Education Coordinating Board (THECB), by rule, to establish a method
for determining the distribution amounts to eligible institutions.

The bill would require the Legislative Budget Board, in consultation with the THECB, to determine the amount
of each distribution from the Texas University Fund to eligible institutions and report the determinations to the
Legislature and the Comptroller.

The bill would amend the name, eligibility requirements, and allocation methodology for the Core Research
Support Fund. The bill would also amend the allocation methodology for the Texas Comprehensive Research
Fund.

The fiscal implications of the bill cannot be determined at this time because the timing and amounts of any
appropriations from the Texas University Fund are unknown. Funding for the Texas University Fund is currently
included in House Bill 1, contingent on enactment of the bill and related joint resolution (HJR 3), and voter

approval of the proposed constitutional amendment.

Based on analysis from the THECB and Comptroller, there would be no administrative cost to either agency to
implement the provisions of the bill.

Local Government Impact

No fiscal implication to units of local government is anticipated.

Source Agencies: 304 Comptroller of Public Accounts, 781 Higher Education Coordinating Board
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 88TH LEGISLATIVE REGULAR SESSION

May 2, 2023
TO: Honorable Joan Huffman, Chair, Senate Committee on Finance
FROM: Jerry McGinty, Director, Legislative Budget Board

IN RE: HB1595 by Bonnen (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.), As
Engrossed

The fiscal implications of the bill cannot be determined at this time because the timing and amounts of any
appropriations from the Texas University Fund are unknown.

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

The bill would redesignate the National Research University Fund as the Texas University Fund and amend the
administration and investment, eligibility criteria, and distribution methodology of the fund to eligible
institutions. The bill also would increase the maximum amount of money that may be distributed from the fund
in a fiscal year.

The bill would require the Texas Higher Education Coordinating Board (THECB), by rule, to establish a method
for determining the distribution amounts to eligible institutions.

The bill would require the Legislative Budget Board, in consultation with the THECB, to determine the amount
of each distribution from the Texas University Fund to eligible institutions and report the determinations to the

Legislature and the Comptroller.

The bill would amend the eligibility requirements and allocation methodology for the Core Research Support
Fund and would amend the allocation methodology for the Texas Comprehensive Research Fund.

The fiscal implications of the bill cannot be determined at this time because the timing and amounts of any
appropriations from the Texas University Fund are unknown. Funding for the Texas University Fund is currently
included in House Bill 1, contingent on enactment of the bill and related joint resolution (HJR 3), and voter
approval of the proposed constitutional amendment.

Based on analysis from the THECB and Comptroller, there would be no administrative cost to either agency to
implement the provisions of the bill.

Local Government Impact

No fiscal implication to units of local government is anticipated.

Source Agencies: 304 Comptroller of Public Accounts, 781 Higher Education Coordinating Board
LBB Staff: JMc, KK, JSM, CFl, MOc, NV, CMA
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 88TH LEGISLATIVE REGULAR SESSION

April 5, 2023
TO: Honorable John Kuempel, Chair, House Committee on Higher Education
FROM: Jerry McGinty, Director, Legislative Budget Board

IN RE: HB1595 by Bonnen (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.),
Committee Report 1st House, Substituted

The fiscal implications of the bill cannot be determined at this time because the timing and amounts of any
appropriations from the Texas University Fund are unknown.

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

The bill would redesignate the National Research University Fund as the Texas University Fund and amend the
administration and investment, eligibility criteria, and distribution methodology of the fund to eligible
institutions. The bill also would increase maximum amount of money that may be distributed from the fund in a
fiscal year.

The bill would require the Texas Higher Education Coordinating Board (THECB), by rule, to establish a method
for determining the distribution amounts to eligible institutions.

The bill would require the Legislative Budget Board, in consultation with the THECB, to determine the amount
of each distribution from the Texas University Fund to eligible institutions and report the determinations to the
Legislature and the Comptroller.

The bill would amend the eligibility requirements and allocation methodology for the Core Research Support
Fund and would amend the allocation methodology for the Texas Comprehensive Research Fund.

The fiscal implications of the bill cannot be determined at this time because the timing and amounts of any
appropriations from the Texas University Fund are unknown. Funding for the Texas University Fund is currently
included in House Bill 1, contingent on enactment of the bill and related joint resolution (HJR 3), and voter
approval of the proposed constitutional amendment.

Based on analysis from the THECB and Comptroller, there would be no administrative cost to either agency to
implement the provisions of the bill.

Local Government Impact

No fiscal implication to units of local government is anticipated.

Source Agencies: 304 Comptroller of Public Accounts, 781 Higher Education Coordinating Board
LBB Staff: JMc, MOc, JSM, CFl, NV, CMA
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 88TH LEGISLATIVE REGULAR SESSION

March 26, 2023
TO: Honorable John Kuempel, Chair, House Committee on Higher Education
FROM: Jerry McGinty, Director, Legislative Budget Board

IN RE: HB1595 by Bonnen (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 fund as the Texas University Fund.), As Introduced

The fiscal implications of the bill cannot be determined at this time because the timing and amounts of any
appropriations from the Texas University Fund are unknown.

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

The bill would redesignate the National Research University Fund as the Texas University Fund and amend the
administration and investment, eligibility criteria, and distribution methodology of the fund to eligible
institutions. The bill also would increase maximum amount of money that may be distributed from the fund in a
fiscal year.

The bill would require the Texas Higher Education Coordinating Board (THECB), by rule, to establish a method
for determining the distribution amounts to eligible institutions.

The bill would require the Legislative Budget Board, in consultation with the THECB, to determine the amount
of each distribution from the Texas University Fund to eligible institutions and report the determinations to the
Legislature and the Comptroller.

The bill would amend the eligibility requirements for the Core Research Support Fund and would amend the
allocation methodology from the Texas Comprehensive Research Fund and the Core Research Support Fund to
eligible institutions.

The fiscal implications of the bill cannot be determined at this time because the timing and amounts of any
appropriations from the Texas University Fund are unknown. Funding for the Texas University Fund is currently
included in House Bill 1, contingent on enactment of the bill and related joint resolution (HJR 3), and voter

approval of the proposed constitutional amendment.

Based on analysis from the THECB and Comptroller, there would be no administrative cost to either agency to
implement the provisions of the bill.

Local Government Impact

No fiscal implication to units of local government is anticipated.

Source Agencies: 304 Comptroller of Public Accounts, 781 Higher Education Coordinating Board
LBB Staff: JMc, MOc, JSM, CF], NV, CMA
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