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DIGEST AND PURPOSE

Currently, Texas ranks second in the nation in the total number of high-tech jobs and first in terms of
jobs created since 1990. Important to these high-tech industries is scientific research in which new
technologies are developed and commercidized and spin-off companies are formed. Thereisaneed to
expand upon the current research taking place at mgor research universities such as the University of
Texas at Audtin and Texas A&M University. C.S.S.B. 737 creates the Texas Excedlence Fund to
promote increased research capacity and to develop indtitutiona excellence at universities participating
in the Higher Education Fund.

RULEMAKING AUTHORITY

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

SECTION BY SECTION ANALYSS

SECTION 1. Amends Chapter 62, Education Code, by adding Subchapter C, as follows:
SUBCHAPTER C. TEXAS EXCELLENCE FUND

Sec. 62.051. PURPOSE. Establishes the Texas excedlence fund (fund) to provide funding to
promote increased research capacity and to develop ingtitutiona excellence at digible generd
academic teaching indtitutions in order to ensure that Texas and its workforce remain a the
forefront of scientific and technologicd innovation.

Sec. 62.052. DEFINITIONS. Defines*“€igible comprehensive research university” and
“digible generd academic teaching indtitution.”

Sec. 62.053. ADMINISTRATION. Providesthat the fund is afund outside the state treasury
in the custody of the comptroller. Requires the comptroller to administer and invest the fund.

Sec. 62.054. FUNDING. (a) Authorizesthe legidature to appropriate or provide for the
trandfer of any available money to the credit of the fund.

(b) Requires the comptroller to deposit al interest, dividends, and other income earned
from investment of the fund to the credit of the fund.

(c) Authorizes the comptroller to accept gifts or grants from any public or private
source for the fund.

(d) Authorizes an indtitution to use money gppropriated from the fund only for the
support and maintenance of educationd and generd activities, including research and
student services, that promote increased research capacity and develop ingtitutional
excdlence & the inditution.
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Sec. 62.055. APPROPRIATION AND ALLOCATION OF FUND TO ELIGIBLE
INSTITUTIONS. (a) Authorizesthe legidature, in each state fiscal year, to appropriate al or
part of the money in the fund to digible comprehengve research universities and other digible
generd academic teaching indtitutions in a gpecified manner.

(b) Provides that Subsection (a) does not gpply to the alocation of money appropriated
from the fund for the gate fisca biennium ending August 31, 2003. Providesthat for
each fiscd year in the date fisca biennium ending August 31, 2003, the money
gopropriated from the fund is dlocated among the eigible generd academic teaching
inditutions, including digible comprehensive research universties, as provided by the
Generd Appropriations Act. Provides that this subsection expires January 1, 2004.

SECTION 2. Amends Sections 62.025, Education Code, by amending Subsections (&) and (c) and
adding Subsection (d), as follows:

(8 Adds language to et forth the manner in which the comptroller is required to deposit the
firgt $50 million that comes to the Sate at the beginning of each date fiscd year and thet is not
dedicated by other law.

(c) Adds language to specify that the deposit required by this section be made to the higher
education fund. Requires the comptroller, in each sate fiscal year that begins on or after the
date the higher education fund reaches a value of $2 hillion, to deposit to the credit of the fund
established under Subchapter C from the first money that comesto the state a the beginning of
that fiscal year an amount equd to the income earned from investment of the higher education
fund in the preceding state fiscd year as certified by the comptroller, not to exceed $50 miillion.

(d) Prohibits the deposit to the Texas excellence fund under Subsection (&)(1) or Subsection
(c) from being made in any State fisca year for which the legidature has made an appropriation
gpecificaly for the purposes of the Texas excdlence fund in an amount equa to or greater than
the income earned from investment of the higher education fund in the preceding sate fisca
year as certified by the comptroller.

SECTION 3. Amends Sections 62.026(b) and (d), Education Code, as follows:
(b) Changes reference of “$50 million” to “amount.”
(d) Adds language to require the comptroller, in consultation with the presding officers of the
governing boards of the inditutions digible to benefit from the income from the investment of the
fund under Section 17, Article VI, Texas Condtitution, to invest the fund in a manner that
maximizes the amount of income earned and gains redized from the investment of the fund.

SECTION 4. Amends Chapter 62, Education Code, by adding Subchapter D, as follows:

SUBCHAPTER D. EXCELLENCE FUNDING FOR CERTAIN PERMANENT UNIVERSITY
FUND INSTITUTIONS

Sec. 62.071. DEFINITIONS. Defines*comprenensve research universaty,” “digible
inditution,” and “generd academic teaching inditution.”

Sec. 62.072. FUNDING. (a) Requiresthat in each state fisca biennium, $8,550,000 in
generd revenue be digtributed to digible ingtitutions in accordance with this section.

(b) Requires that for the state fiscal biennium (biennium) ending August 31, 2003, the

total amount to be distributed under this section be gpportioned between The University
of Texas System and The Texas A&M University System based on the total amount of
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capitd equity fundsincluded in the * capitd equity and excdlence funding” appropriated
to the digible inditutions in each system by Chapter 1589, Acts of the 76th Legidature,
Regular Sesson, 1999 (the Generd Appropriations Act), for the biennium ending
August 31, 2001. Requiresthetota amount to be distributed under this section in each
subsequent biennium to be apportioned between The Univeraty of Texas System and
The Texas A&M University System based on the amount gpportioned between the
systems under this subsaction in the preceding biennium.

(c) Setsforth provisons for the dlocation of the amount gpportioned to each system
under Subsection (b) among the digible indtitutions.

(d) Authorizes money received by an inditution under this section to be used only for
the support and maintenance of educationd and generd activities, including research
and student services, that promote increased research capacity and develop indtitutional
excdlence & the inditution.

SECTION 5. (a) Setsforth the provisons for the amount of money to be alocated for the Sate fisca
biennium ending August 31, 2003, and for subsequent biennia.

(b) Setsforth provisons for the amount of the genera revenue to be apportioned to
The Universty of Texas System and The Texas A&M Universty System for the state
fiscd biennium ending August 31, 2003, and provides that this subsection expires
August 31, 2003.

SECTION 6. Providesthat for the state fiscal biennium ending August 31, 2003, funds appropriated
under Section 62.072, Education Code, as added by this Act, and under Subsections (a) and (b),
SECTION 5, of this Act, are to be dlocated from exigting funds included in the “ capita equity and
excelence funding” appropriated to digible indtitutions in Senate Bill 1, 77th Legidaure, Regular
Session, as introduced.

SECTION 7. Effective date: September 1, 2001.

SUMMARY OF COMMITTEE CHANGES

Differsfrom origind in SECTION 2 by adding Section 62.025(d), Education Code, to prohibit the
deposit to the Texas excellence fund under Subsection (a)(1) or Subsection () from being madein any
date fiscal year for which the legidature has made an gppropriation specificdly for the purposes of the
Texas excellence fund in an amount equa to or greater than the income earned from investment of the
higher education fund in the preceding state fisca year as certified by the comptroller. Also addsan
exception as provided by Subsection (d) to Subsection (a).

Differsfrom origina by adding anew SECTION 4 that adds Chapter 62D to the Education Code.
Chapter 62D sets forth provisons for excdlence funding for certain permanent university fund
inditutions including provisons for digtribution of funds between The University of Texas System and
The Texas A&M University System as well as provisons regarding the amount apportioned to each
sysem.

Differsfrom origind by adding SECTION 5 to st forth the provisions for the amount of money to be
dlocated for the ate fisca biennium ending August 31, 2003, and for subsequent bienniaand set forth
provisons for the amount of the genera revenue to be gpportioned to The University of Texas System
and The Texas A&M Universty System for the sate fiscal biennium ending August 31, 2003, and
provide that this subsection expires August 31, 2003.

Differsfrom origina by adding SECTION 6 to provide that for the sate fiscal biennium ending August
31, 2003, funds appropriated under Section 62.072, Education Code, as added by this Act, and under
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Subsections (a) and (b), SECTION 5, of this Act, are to be dlocated from existing funds included in

the “capita equity and excellence funding” gppropriated to digible indtitutions in Senate Bill 1, 77th
Legidature, Regular Session, as introduced.

Differsfrom origina by redesgnating origind SECTION 4 as SECTION 7.
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