BILL ANALYSIS
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AsFiled

DIGEST AND PURPOSE

Currently, interest and dividend income from the Texas Permanent School Fund (PSF), long with
other revenue, flowsinto the Available School Fund (ASF), which is distributed to local school digtricts
based on average daily attendance. Over the past few years, there has been a steady decline in income
generated by PSF in both nomina and red terms. To dedl with fluctuations like this, some financid
experts suggest managing PSF as atotd return fund which would make distributions from a prudent
portion of itstota return, regardless of how the return is generated. As proposed, S.JR. 17 requires a
condtitutiona amendment be put before the voters to dlow PSF to be managed as atotd return fund
and capture the additional revenue generated into a newly created Education Excellence Supplementa
Fund.

RULEMAKING AUTHORITY

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

SECTION BY SECTION ANALYSS

SECTION 1. Amends Section 5, Article VI, Texas Congdtitution, to require the available school fund
(ASF) to cong< of the digtributions made to it from the totd return on al investment assets of
the permanent school fund (PSF), rather than al the interest derivable from PSF. Requires the
educationd excellence supplementd fund (supplementd fund) to consst of digtributions made
to it from the totd return on al investment assets of PSF. Provides that the tota amount
digtributed from PSF to ASF and the supplementd fund in each fiscd year must meet certain
conditions.

(b) Requires ASF to be digtributed to the severd school didtricts, rather than the severa
counties. Providesthat if the total amount to be distributed from PSF to ASF and the
supplementa fund under Subsection(a) for afisca year, together with certain other taxes and
amounts, is sufficient, the distribution from ASF to a school didtrict for thet fiscd year must
equa the digribution from ASF the school didrict received for the state fiscad year beginning
September 1, 2001, as adjusted for certain conditions. Providesthat if the total amount to be
digtributed under Subsection () for afisca year, together with certain taxes and amounts, is not
aufficient to make distributions to school digtricts as required by this subsection, the total
amount under Subsection (@) for that fiscal year must be didtributed to ASF for distribution to
the severd school digtricts according to their scholastic population.

(¢) Provides that the supplementa fund conssts of certain amounts. Authorizesthe
supplementa fund to be used only as directed by the legidature and only for a purpose related
to improving public education, including the provison of agroup hedth insurance program for
active or retired employees of the public schoals.

(d) Deeteswording related to using the income from PSF to guarantee bonds.
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(e) Authorizesthe legidature to gppropriate part of PSF, rather than ASF, for administration of
PSF or of abond guarantee program established under this section.

(9) Providesthat the totd distribution from PSF to ASF and the supplementa fundEESF,
notwithstanding Subsection (a)(1) of this section, for the sate fiscal years beginning September
1, 2002, and September 1, 2003, must equal a certain amount. Provides that this subsection
expires December 1, 2004.

SECTION 2. Requiresthat this congtitutional amendment be put before the votersin an eection on

November 6, 2001. Requiresthe balot be printed to permit a person to vote for or againgt the
proposition and sets forth specific wording to be contained on the balot.
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