BILL ANALYSIS

Senate Research Center H.B. 2416
By: Keffer (Fraser)

Intergovernmental Relations

4/27/1999

Engrossed

DIGEST

The North Runnels County Hospital District (district) was created by an Act which was passed by the 61t
Legidature and hasnot been amended sincethat time. Thereisconcernthat theorigina Act may nolonger
accurately reflect the needs of the district. The digtrict’ s board of directors has approved changesin the
digtrict’s enabling legidation which will alow the district and its hospita to provide new servicesto the
residents of the district and the surrounding areas. H.B. 2416 would set forth provisions regarding the
North Runnels County Hospita Digtrict.

PURPOSE

As proposed, H.B. 2416 sets forth provisions regarding the North Runnels County Hospita District.

RULEMAKING AUTHORITY

This bill does not grant any additiona rulemaking authority to a state officer, ingtitution, or agency.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Section 2, Chapter 206, Acts of the 61t Legidature, Regular Session, 1969, to
requirethe North County Hospital District (district) herein authorized to be created to take over and there
to be transferred to it certain titles, and thereafter it shal provide for the establishment, administration,
maintenance, operation, and financing of a hospitd system that may include amedical care system, rurd
hedth clinics, outpatient clinics, nurang homes, and home hedth services, and may provide any services
or facilities necessary for hospital agencies, extended care facilities, and assisted living or persond care
facilities, including retirement benefits, housing, and medica officebuildingsby the purchase, construction,
acquisition, repair, or renovation of buildings and equipment.

SECTION 2. Amends Section 4, Chapter 206, Acts of the 61t Legidature, Regular Session, 1969, to
provide that the board of directors of North Runnel County Hospital Didtrict (board) consists of seven
members. Requiresal directorsto servefor aperiod of two yearsand until their successorshave beenduly
elected and have qudified. Requires any dection for directorsto be held on thefirst Saturday in May of
each year. Requires notice of each such dection to be published in a newspaper or newspapers which
individualy or collectively provide generd circulation in the district one time not earlier than the 30th day
or later than the 10th day, rather than at least 30 days, prior to the date of the election. Requires the
directorsto order theregular eection for directorsnot | ate than the 45th day before eectionday. Requires
the election order to state the time, place, and purpose of the election. Requires any person desiring to
have his name printed on the ballot as a candidate for director to file an gpplication, rather than a petition
signed by at least 10 qualified property taxpaying e ectors asking that such name be printed on the bdllot,
with the secretary of the board of directors at least 31 days, rather than 10 days, prior to the date of the
election. Requiresdirectorsof thedistrict to subscribeto the congtitutiona oath of office and thedirectors
may, rather than shdll, requireal officesand empl oyees charged with handling fundsto furnish good bonds
payableto the district. Authorizesthe board to pay for the bond with district funds. Prohibits any person
from being appointed as amember of the board of directors unlessthat personisaresident of the district
and aqudified voter. Requiresasecretary to be gppointed, rather than elected. Deletestext requiring any
four membersof the board to constitute aquorum and aconcurrence of four shall be sufficientinal matter
pertaining tothebusinessof thedigtrict. Deletesexisting subdivison (a). Deletestext requiring successors
to beelected by vote of the eectorsof theentiredistrict. Deletestext requiring such petitionto befilewith
the secretary.

SECTION 3. Amends Section 5, Chapter 206, Acts of the 61t Legidature, Regular Session, 1969, to
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require the board to manage, control, and admini ster the hospital and the hospital system and the business,
funds, and resources of the didtrict, but in no event shall any operating, depreciation, or building fund
reserves beinvested in any funds or securities other than those specified in Articles 835 or 837, V.T.C.S,
or Chapter 2256, Government Code. Authorizesthe board to gppoint aqualified person to be known as
the administrator of the hospita district and may in its discretion appoint an assstant or assstants to the
adminigtrator. Authorizestheboardto requiretheadministrator beforeassumingtheadministrator’ sduties
to execute abond payableto the hospita district in an amount to be set by the board, in no event lessthan
$5,000 conditioned on thefaithful performance of the administrator’ sduties. Requirestheboard, withthe
adminigtrator, to have the authority to gppoint to or dismiss from the staff such doctors as it may be
deemed necessary. Authorizes the board to purchase or lease property, facilities, or equipment for the
digtrict to use in the hospita systerm and may mortgage or pledge the property, facilities, or equipment as
security for the payment of the purchase price. Authorizesthe board to enter into one or more contracts
to provide administrative and other personnel for the operation of the hospitd facilities. Prohibitstheterm
of a contract from exceeding 25 years from the date on which the contract is entered. Authorizes the
board to transfer district hospitd facilities by lease to individuas, corporations, or other legal entitiesand
may sdll or otherwise dispose of he ditrict’ s property, facilities, and equipment. Authorizesthe board to
provide retirement benefits for the employees of the district by establishing or administering a retirement
program or electing to participate in the Texas COUNTY and District Retirement System or any other
sate wide retirement system in which the digtrict isdigible to participate. Authorizesthe board to spend
digtrict funds to recruit physicians, nurses, and other trained medical personnel. Authorizesthe board to
contract with one or more full-time medica students or other students in a health occupation who are
enrolled in good standing in an accredited medica school, college, or universty, to pay the student’s
contractual agreement to serve as an employee or independent contractor for the disstrict under terms
prescribed by the contract. Authorizesthe board to ingtitute a suit to enforce the payment of taxes and to
foreclose liens to secure the payment of taxes due to the district.  Authorizes the hospita to provide
services outside the boundaries of the district. Deletes text requiring the administrator or manger, upon
assuming his duties, to execute abond payable to the hospita district in an amount to be set by the board
of directors, in no event less than $5,000 conditioned that he shdl perform the duties required of him.
Makes conforming changes.

SECTION 4. Amends Section 6, Chapter 206, Acts of the 61t Legidature, Regular Session, 1969, to
requirethe district to be operated on the basis of afiscal year established by the board. Prohibitsthefisca
year from being changed when revenue bonds are outstanding or morethan onetimein a24-month period.
Requires the board to cause an annud audit, rather than independent audit, to be made of the financia
condition of said digtrict, which, together with other records of the district, shal be open to inspection at
the principd office of thedidrict. Requiresapublic hearing on the annual budget to be held by the board
after notice of such hearing has been published in accordance with the open meetings law, Chapter 551,
Government Code, rather than one time at least 10 days before the date set therefore. Requires any
resdent of thedistrict, rather than any property taxpayer of the digtrict, to have theright to be present and
participate in said hearing. Requires the board to have authority to make such changes in the budget as
intheir judgment thelaw warrantsand theinterest of the residents demand, rather than taxpayersdemand.
Requires the administrator to prepare afull sworn statement of al money, rather than moneys, belonging
to thedistrict and afull account of the disbursements of samefor the board, as soon aspracticable. Deletes
text regarding commencing on July 1 of each year and ending on June 30 of the following year. Deletes
text regarding such audit to be made covering such fiscd year, and the same shall befiled at the office of
thedigtrict assoon asit iscompleted. Deletestext requiring notice of the budget hearing to be published
inanewspaper or newspaperswhich individualy or collectively provide generd circulation in the hospital
digtrict.

SECTION 5. Amends Section 9, Chapter 206, Acts of the 61t Legidature, Regular Session, 1969, to
authorize the board to issue generd obligation bonds in the name and upon the faith and credit of such
hospitd didtrict to use for certain financial reasons. Requires, a the time of issuances of any generd
obligation bonds by the didtrict, atax to be levied by the board sufficient to create an interest and sinking
fund to pay theinterest on and principa of said bonds as same mature, providing such tax, together with
any other taxeslevied for said digtrict, shal not exceed therate of tax gpproved by thevotersat the eection
authorizing the levy of taxes. Requiresthe eection to be conducted in accordance with the genera laws
of Texas. Authorizesthe digtrict to issue revenue bonds for a purpose described by Subsection (a) of this
section. Requires the bonds to be payable from and secured by a pledge or al or apart of the revenues
derived from the operation of the district’s hospital system. Authorizes the bonds to be additiondly
secured by amortgage or deed of trust on dl or part of thedigtrict’ sproperty. Requirestherevenuebonds
to be issued in the manner provided by Sections 264.042, 264.043, 264.046, 264.047, 264.048, and
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264.049, Hedth and Safety Code, for the issuance of revenue bonds by county hospital authorities.
Requires digtrict bonds to bear interest not to exceed the amount provided by Chapter 3, Acts of the 61t
Legidature, Regular Session, 1969 (Article 717-k-2, V. T.C.S.), rather than six and one-haf percent ayear.
Deletestext requiring the board to have the power and authority to issue and sdll itsbondsin thename and
upon the faith and credit of such hospita district for certain financial uses. Deletestext requiring, at the
time of issuances of any bonds by the digtrict, atax to belevied by the board sufficient to create an interest
and sinking fund to pay the interest on and principa of said bonds as same mature, providing such tax,
together with any other taxes levied for said district, shal not exceed the rate of tax voted under the
provisonsof Section 3 of thisAct; prohibiting any bondsfrom being issued by such hospital district except
refunding bonds until authorized; requiring the order of bond dection to specify certain information; and
requiring notice of any bond election to be given asprovided in Article 704, V.T.C.S,, 1925, asamended.
Deletes existing Subdivision (b).

SECTION 6. Amends Section 10, Chapter 206, Acts of the 61t L egidature, Regular Session, 1969, to
require bondsto beissuedinthe manner andin accordance with the proceduresand requirements specified
for the issuance of revenue bonds by county hospital authoritiesin Sections 264.042, 264.043, 264.046,
264.047,264.048, Hedlth and Safety Code, rather than Sections8, 10, 11, 12, and 13 of Chapter 122, Acts
of the 58th Legidature, 1963 (Article 4494r, V.T.C.S)).

SECTION 7. Amends Section 11, Chapter 206, Acts of the 61t Legidature, Regular Session, 1969, to
authorize a hospital system to include certain facilities, including pharmacies, rather than dispensaries.

SECTION 8. Amends Section 12, Chapter 206, Acts of the 61t L egidature, Regular Session, 1969, to
require a hospita district to comply with the bidding requirements prescribed by Chapter 271, Loca
Government Code. Requires the provisons of Chapter 2253, Government Code, rather than the
provisons of Article 5160, V.T.C.S,, 1925, as amended, relating to performance and payment of bonds
to apply to construction contractslet by thedigtrict. Deletestext authorizing al contractsfor construction
or purchase involving the expenditure of more than $2,000 to be made only after advertisng in acertain
manner.

SECTION 9. Amends Section 13, Chapter 206, Acts of the 61t Legidature, Regular Session, 1969, to
reguire the board to name one or more banks to serve as depository for the funds of the district.

SECTION 10. Amends Section 14, Chapter 206, Actsof the 61t L egidature, Regular Session, 1969, to
make a nonsubstantive change.

SECTION 11. Amends Section 16, Chapter 206, Acts of the 61t Legidature, Regular Session, 1969, to
require the digtrict to have the right and power of eminent domain for the purpose of acquiring by
condemnation any and al property of any kind and character in fee smple, provided that the digtrict shall
not be required to make depositsin the registry of thetria court of the sum required by Section 21.021,
Property Code, rather than paragraph 2 of Article 3268, V.T.C.S,, 1925, as amended.

SECTION 12. Amends Section 17, Chapter 206, Actsof the 61t L egidature, Regular Session, 1969, to
require al taxes of the district to be assessed and collected as provided by Subsection (b), rather than
Subsection (1), hereof. Authorizes the board to annually impose property taxes in an amount not to
exceed thelimit approved by the voters at the el ection authorizing the levy of taxes. Prohibitsthetax rate
for al purposes from exceeding 75 cents on each $100 vauation of al taxable property in the digtrict.
Authorizes the taxes to be used to pay for indebtedness issued or assumed by the district and for the
maintenance and operating expenses of the digtrict. Prohibits the district from imposing taxes to pay the
principd of or interest on revenue bonds. Providesthat the Tax Code governsthe appraisa, assessment,
and collection of digtrict taxes. Authorizes the board to provide for the appointment of a tax assessor-
collector for thedistrict or may contract for the assessment and collection of taxes as provided by the Tax
Code. Deletes text requiring al taxes of the district to be assessed and collected on county tax values
unless certain action istaken by the directors, and authorizing such dection to be made prior to December
1 annualy and shall govern the manner in which taxes are theresfter assessed and collected. Deletes
existing subdivisons (1) and (2).

SECTION 13. Amends Section 19, Chapter 206, Actsof the 61t L egidature, Regular Session, 1969, to
make conforming and nonsubstantive changes.

SECTION 14. Amends Chapter 206, Acts of the 61t Legidature, Regular Session, 1969, by adding
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Sections 20a and 20b, as follows;

Sec. 20a. Authorizes the board to borrow money at arate not to exceed the maximum annua
percentage rate allowed by law for digtrict obligations at the time of the loan. Sets forth the
board’ sauthorized pledges used for securing aloan. Requiresaloan for which taxesor bondsare
pledged to mature not later than the first anniversary of the date on which the loan is made.
Requires a loan for which digtrict revenues are pledged to mature not later than the fifth
anniversary of the date on which the loan is made.

Sec. 20b. Authorizesthe digtrict to be dissolved only if the dissolution is approved by amgority
of the qudified voters of the digtrict voting in an eection caled and held for that purpose.
Authorizes the board to order an dection on the question of dissolving the district and disposing
of thedigtrict’ sassetsand obligations. Requirestheboardto order anéelectionif theboard receives
apetition requesting an election that is sgned by a number of resdents of the district equal to at
least 15 percent of the registered votersin the district. Requires the election to be held not later
than the 60th day after the datethe election isordered. Providesthat Section 41.001(a), Election
Code, does not apply to an election order under this section. Sets forth the statements to be
included in the order calling the dection. Requires the board to give notice of an eection by
publishing a substantial copy of the election order in a newspaper of genera circulation in the
district once aweek for two consecutiveweeks. Requiresthefirst publication to gppear not fewer
than 35 days before the date of the election. Requiresthe ballot for the eection to be printed to
permit voting for or againgt the propostion: “The dissolution of the North Runnels County
Hospita Didtrict.” Requirestheboard tofind that thedistrict isdissolved, if amgority of thevotes
in the eection favor dissolution. Requires the board to continue to administer the district and
another election on the question of dissolution may not be held before the first anniversary of the
most recent election to dissolve the digtrict, if amgority of the votes in the eection do not favor
dissolution. Setsforth the required actions of the board, if amgority of the votesin the election
favor dissolution. Provides that if the didtrict transfers the land, buildings, improvements,
equipment, and other assetsto acounty or other governmenta entity, the county or entity assumes
al debtsand obligations of the didtrict at thetime of thetransfer, and thedistrict isdissolved. Sets
forth the required actions of the board after the board findsthat the district isdissolved. Requires
theboard to order the secretary to returnthe pro ratashare of all unused tax money to each district
taxpayer when all outstanding debtsand obligationsof thedigtrict arepaid. Authorizesataxpayer
to request that the taxpayer’s share of surplus tax money be credited to the taxpayer’s county
taxes. Requiresthe board to direct the secretary to transmit the funds to the county tax assessor-
collector, if ataxpayer requeststhe credit. Requires the commissioners court of Runnels County
to enter an order dissolving the district and releasing the board from any further duty or obligation,
not later than the 10th day after the dateit receivesthe report and determinesthat the requirements
of thissection havebeenfulfilled. Prohibitsthedistrict, notwithstanding any other provision of this
Act, from being dissolved unless the board provides for the sale or transfer of the district’ s assets
and liabilities to another person or entity. Prohibits the dissolution of the district and the sdle or
trandfer of the didtrict’ s assets and liabilities to another person or entity from contravening atrust
indenture or bond resolution relating to the outstanding bonds of the district. Providesthat the
dissolution and sdle or transfer does not diminish or impair therights of aholder of an outstanding
bond, warrant, or other obligation of the district. Requires the sde or transfer of the district’s
assetsand liabilitiesto satisfy the debt and bond obligations of the district inamanner that protects
theinterestsof theresidentsof thedigtrict. Providesthat agrant from federd fundsisan obligation
to be repaid in satisfaction. Prohibits the district from transferring or disposing of the didtrict’s
assetsexcept for due compensation unlessthetransfer ismadeto another governmentd entity that
serves the digtrict and the transferred assets are to be used for the benefit of the residents of the
digtrict.

SECTION 15. Emergency clause.
Effective date: upon passage.
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