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DIGEST AND PURPOSE

Today, Texasisfacinga crigsin providing funding for the state public educationsystem. Some believe that
property taxes are too highand that schools |ack the flexibility to raise additiona revenue to meet the rising
costs of educating Texas children. Legd chdlenges have dso been filed againg the current system of
finance. H.B. 1 proposesto modify the public education funding systemin order to addressthese problems
and to gahilize and improve funding for public educationin Texas. H.B. 1 also proposes to address and
encourage student achievement through an incentive program and other education reforms.

RULEMAKING AUTHORITY

Rulemaking authority is granted throughout this bill to the commissioner of public educetion, the
comptroller of public accounts, the Legidative Budget Board, and the State Board of Education, induding
the following grants.

Rulemaking authority isexpresdy granted to the commissioner of educationin SECTION 1A.01 (Sections
42.004, 42.007, and 42.151, Education Code), SECTION 1A.09 (Section 41.093, Education Code),
SECTION 1E.01 (Section606.0261, Government Code), SECTION 1F.21 (Section 34.0071, Education
Code) , SECTION 2A.02 (Sections 21.651 and 21.653 Education Code), SECTION 2B.01 (Section
7.0041, Education Code), SECTION 2B.02 (Sections 7.007 and 7.009, Education Code) , and
SECTION 2D.07 (Section 39.025, Education Code).

Rulemaking authority previoudy grantedto the commissioner of educationismodifiedinSECTION 1B.01
(Section 46.002(b), Education Code).

Rulemaking authority is expressy granted to the to the commissioner of higher education in SECTION
2B.02 (Section 7.009, Education Code).

Rulemaking authority isexpresdy granted to the to the to the State Board of Education in 2D.02 (Section
28.025, Education Code).

Rulemaking authority is expressy granted to the to the Legidative Budget Board in SECTION 1A.01
(Section 42.006, Education Code).

SECTION BY SECTION ANALYSS

ARTICLE 1. PUBLIC SCHOOL FINANCE
PART A. EDUCATION FUNDING

SECTION 1A.01. Amends Subtitle |, Title 2, Education Code, by adding Chapter 42, asfollows:

CHAPTER 42. FOUNDATION SCHOOL PROGRAM
SUBCHAPTER A. GENERAL PROVISIONS

Sec. 42.001. STATEPOLICY. (a) Edablishesthat itisthe policy of this state that the provision
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of public education is a Sate respongbility and that athorough and efficient system be provided
and substantialy financed through state revenue sources so that each student enralled inthe public
school sysem shdl have access to programs and services that are appropriate to the student's
educationa needs and that are subgtantidly equal to those avalable to any dmilar student,
notwithstanding varying local economic factors.

(b) Requires the public school finance system of this state to adhere to a standard of
neutraity that provides for substantially equa access to smilar revenue per student at
gmilar tax effort, consdering dl state and local revenues of didricts after acknowledging
al legitimate student and digtrict cost differences.

Sec. 42.002. PURPOSES OF FOUNDATION SCHOOL PROGRAM. (a) Setsforththat the
purposes of the Foundation School Program in this chapter are to guarantee that each school
digrict in the state has adequate resources to provide each eligible student an accredited
indructiona program and fadilities suitable to the student's educational needs, and access to
subgtantidly equdized financing for an enriched program.

(b) Edablishes that the Foundation School Program congists of two tiers that in
combinationprovidefor suffident financing for al school ditrictsto provide anaccredited
programof educationthat israted academicaly acceptable or higher under Section39.072
and meetsother gpplicable legd standards, providesfor subgtantialy equal accessto funds
to provide an enriched program, and provides a facilities component as provided by
Chapter 46 (Assstance With Ingtructiona Fecilities and Payment of existing Debt).

Sec. 42.003. STUDENT ELIGIBILITY. (@) Egtablishesthat astudent isentitled to the benefits
of the Foundation School Program if the student is five years of age or older and under 21 years
of age on September 1 of the school year and has not graduated from high schoal.

(b) Provides that a student to whom Subsection (@) does not apply is entitled to the
benefits of the Foundation School Program if the sudent is enrolled in a prekindergarten
class under Section 29.153.

(¢) Providesthat achild may be enrolled in thefirst grade if the child is & least Sx years
of age at the beginning of the schoal year of the didtrict or has been enrolled in the firg
grade or has completed kindergarten in the public schools in another state before
trandferring to a public school in this sate.

(d) Providesthat notwithstanding Subsection (a), astudent younger than five years of age
is entitled to the benefits of the Foundation School Program if the student performs
satisfactorily on the assessment indrument administered under Section 39.023(a) to
students in the third grade and the digtrict has adopted a policy for admitting students
younger than five years of age.

Sec. 42.004. ADMINISTRATION OF PROGRAM. (& Requires the commissioner of
education (commissioner) to take such actionand require suchreports congastent withthis chapter
as may be necessary to implement and administer the Foundation School Program.

(b) Authorizesthe commissioner to adopt rules necessary toimplement and administer the
Foundation School Program.

Sec. 42.005. AVERAGE DAILY ATTENDANCE. (a) Defines*average daily attendance.”
(b) Requiresaschool digtrict that experiencesadecline of two percent or morein average

daly attendance to be funded on the basis of an average daily attendance equd to the
actud average daily attendance of the preceding school year.

SRC-GSM H.B. 1 78(4) Page 2 of 45



(¢) Requiresthe commissioner to adjust the average daily attendance of a school didtrict
that has a ggnificant percentage of students who are migratory children as defined by 20
U.S.C. Section 6399.

(d) Authorizesthe commissioner to adjust the average daily attendance of aschool didtrict
inwhich adisagter, flood, extreme weather condition, fud curtalment, or other caamity
has a sgnificant effect on the didtrict's attendance.

(e) Providesthat an open-enrollment charter school isnot entitled to funding based on an
adjustment under Subsection (b).

Sec. 42.006. EQUALIZED FUNDING ELEMENTS. (a) Requires the Legidative Budget
Board (LBB) to adopt rules, subject to appropriate notice and opportunity for public comment,
for the cdculationfor each year of abienniumof the equalized funding e ements, inaccordance with
Subsection (), necessary to achieve the state policy under Section 42.001.

(b) Requires the LBB, before each regular session of the legidature, to report the
equdized funding dements to the commissioner and the legidature.

(¢) Sesforth certain requirements for the funding eements.

(d) Requiresthe LBB to conduct a study of the funding elements each biennium, as
appropriate. Setsforth certain requirements for the study.

() Requiresthe LBB, notwithstanding Subsection (d), to contract for a comprehensive
study of the funding € ements and report the results of the study to the commissioner and
the legidature not later than December 1, 2008. Provides that this subsection expires
January 1, 2009.

Sec. 42.007. EFFECT OF SALE BY SCHOOL DISTRICT OF TAX RECEIVABLE. (a)
Provides that the sde by a school digtrict of an ad valorem tax receivable under Chapter 274,
Loca Government Code, does not affect the dlocation of state or federa funds to the school
digtrict or the entitlement of the school digtrict to state or federd funds under this code, or the
taxable vaue of property inthe digtrict for the purposes of the dlocation of or entitlement to those
funds.

(b) Requiresthe commissioner to adopt rules governing, for purposes of the Foundation
School Program, collectionof ddinquent ad valoremtaxes. Authorizestherulesto provide
for documentation and other recordkeeping requirements.

[Reserves Sections 42.008-42.100 for expansion.]
SUBCHAPTER B. BASIC PROGRAM
Sec. 42.101. ACCREDITATION ALLOTMENT AND SPECIAL STUDENT
ALLOTMENTS. (8) Providesthat for each student in average daily attendance, aschool district
is entitled to an accreditation dlotment of $4,459 if the student is enrolled below the ninth grade
level, or $5,459 if the student is enrolled a or above the ninth grade level.

(b) Authorizes an accreditation dlotment in a greater amount for any school year to be
provided by appropriation.

(c) Providesthat in addition to the accreditation dlotment, a school didrict is entitled to
gpecid student dlotments in the manner specified under Subchapter C.
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[Reserves Sections 42.102-42.150 for expansion.]

SUBCHAPTER C. SPECIAL STUDENT ALLOTMENTS
AND OTHER EXPENDITURES

Sec. 42.151. SPECIAL EDUCATION ALLOTMENT. (a) Providesthat for each student in
average daily attendance, a schoal digtrict is entitled to an annua dlotment of $300 or a greater
amount for any school year provided by appropriation.

(b) Authorizes a schoal digtrict, in addition to the alotment provided by Subsection (a),
and subject to amounts appropriated and available for the purpose, to apply to the
commissioner for agrant to rembursethe district for the costs associated witha high leve
of students recaiving specia education services, or the cogts of providing high-severity
specid education services.

(c) Requiresthe commissioner to adopt certain rules necessary to implement this section.

Sec. 42.152. ACCELERATED PROGRAMS ALLOTMENT. (@) Provides that a school
digtrict is entitled to an dlotment for the costs of providing accelerated programs in an amount
determined by a specified formula AAA =507 X ADA X PR. Defines"AAA,""ADA," and"PR."

(b) Authorizesthe legidaureto provide by appropriationfor a greater dlotment than the
amount prescribed by Subsection (a).

Sec. 42.1521. SCHOOL COUNSELORSAND COUNSELING PROGRAMS. Requiresthe
commissoner, from funds appropriated for the purpose, each fiscal year, to distribute funds for
programs under Subchapter A, Chapter 33. Provides that a program established under that
subchapter isrequired only in schoal digtrictsinwhichthe programisfinanced by fundsdistributed
under this section or other funds distributed by the commissioner for a program under that
subchapter. Requires that preference be given to a school didtrict that received funds for a
program for the preceding school year in distributing those funds.

Sec. 42.153. TRANSITIONAL PROGRAM ALLOTMENT. Providesthat for each student
inaverage daily attendance inabilingud educationor specia language program under Subchapter
B, Chapter 29, a didrict is entitled to an annud dlotment of $254 or a greater amount for any
school year provided by appropriation.

Sec. 42.154. CAREER AND TECHNOLOGY EDUCATION ALLOTMENT. (@) Provides
that for each sudent inaverage daily atendance in an approved career and technology education
program in grades nine through 12 or in career and technology education programs for students
with disabilities in grades seven through 12, adidtrict isentitled to an annua alotment of $178 for
each annud credit hour the student is enrolled inthe program, or a greater amount for any school
year provided by appropriation.

(b) Requires that funds alotted under this section, other than an indirect cost alotment
established under State Board of Education rule, be used in providing career and
technology education programs in grades nine through 12 or career and technology
education programs for students withdisabilitiesingradesseventhrough 12 under Sections
29.182, 29.183, and 29.184.

Sec. 42.155. PUBLICEDUCATION GRANT ALLOTMENT. (a) Establishesthat, except as
provided by Subsection (b), for each student in average daily attendance who is usng a public
education grant under Subchapter G, Chapter 29, to attend school in a district other than the
digtrict inwhich the student resides, the district in which the student attends school isentitled to an

SRC-GSM H.B. 1 78(4) Page 4 of 45



annud alotment of $250 or a greater amount for any school year provided by appropriation.

(b) Provides that the tota number of alotments under this section to which a school
digtrict isentitled may not exceed the number by whichthe number of students using public
educationgrantsto attend school inthe digtrict exceeds the number of studentswho reside
in the digtrict and use public education grants to attend school in another didrict.

[Reserves Sections 42.156-42.170 for expansion.]
Sec.42.171. RESTRICTIONS ON USEOF ADJUSTED ALLOTMENTS. Providesthat any
restriction imposed under this subchapter onaschool district's use of an amount allotted under this
subchapter gppliesequdly to the amount by whichthedlotment isadj usted under Sections42.301,
42.302, and 42.303.

Sec. 42.172. MAINTENANCE OF EFFORT. (a) Provides that a school digtrict,
notwithstanding any other provision of this code, but subject to Subsection (b), may not spend in
any school year for acertain programor service anamount per sudent inaverage daily attendance
thatislessthanthe amount the district spent for that programor service per sudent inaverage daly
attendance during the 2004-2005 school year.

(b) Provides that the commissioner may authorize a school digtrict to spend less than the
amount required by this section if the commissoner, consdering the didtrict's unique
circumstances, determinesthat the requirement imposesan undue hardship onthe didtrict.

[Reserves Sections 42.173-42.200 for expansion.]
SUBCHAPTER D. NEW INSTRUCTIONAL FACILITY ALLOTMENTS

Sec. 42.201. NEW INSTRUCTIONAL FACILITY ALLOTMENT. Provides that a school
digrict isentitled to anadditiond dlotment asprovided by this subchapter for operational expenses
associated with opening anew ingructiond facility.

Sec. 42.202. DEFINITION. Defines"instructiond facility."

Sec. 42.203. ALLOTMENT FOR FIRST YEAR OF OPERATION. Provides that a school
digtrict is entitled to an dlotment of $250 for each student inaverage dally attendance a the facility
or agreater amount provided by gppropriation, for the first school year in which sudents attend
anew ingructiond fadlity.

Sec. 42.204. ALLOTMENT FOR SECOND YEAR OF OPERATION. (a) Providesthat a
school digtrict is ertitled to an dlotment of $250 for each additional sudent in average daily
attendance at the fadility or agreater amount provided by appropriation, for the second school year
in which students attend a new ingructiond facility.

(b) Providesthat for purposes of this section, the number of additiona studentsin average
dally atendance at afacility isthe difference between the number of sudentsin average
daly attendance in the current year at that facility and the number of sudentsin average
daly atendance at that facility in the preceding year.

Sec. 42.205. PRORATION OF ALLOTMENTS. Requires the commissioner to reduce each
digrict's dlotment under this subchapter inthe manner provided by Section 42.312(f), if the total
amount of alotments to which school didtricts are entitled under this subchapter for aschool year
exceeds the amount appropriated for alotments under this subchapter.

Sec. 42.206. APPLICABILITY TO CERTAIN DISTRICTS. Provides that a school district
subject to Section42.401 that €l ectsto purchase average daily attendancecredit under Subchapter
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D, Chapter 41, is entitled to a credit, in the amount of the dlotmentsto whichthe didtrict is entitled
under this subchapter, against the total amount required under Section 41.093 for the didtrict to
purchase attendance credits.

[Reserves Sections 42.207-42.250 for expansion.]
SUBCHAPTER E. ENRICHMENT PROGRAM

Sec. 42.251. PURPOSE. Edtablishes that the purpose of the enrichment program anpoet
of the Foundation School Program isto provide each school digtrict withthe — opportunity to
supplement the basic program at aleve of itsown choice.  Providestha an dlotment under this
subchapter may be used for any lega purpose other than capita outlay or debt service,

Sec. 42.252. ALLOTMENT. (a) Provides that each school digtrict is guaranteed a specified
amount per student in state and local funds for each cent of enrichment tax effort up to the
maximum level specifiedinthis subchapter. Providesthat the amount of state support, subject only
to the maximum amount under Section 42.253(b), is determined by the formulas GYA = (GL X
ADA X DETR X 100) - LR. Defines"GYA," "GL," "ADA,"'DETR," and "LR."

(b) (1) Specifies that, for purposes of this section, the total amount of maintenance and
operations taxes collected by the school digtrict does not include certain factors.

(2) Providesthat school digtrict taxes for which credit is granted under Section
31.035, 31.036, or 31.037, Tax Code, or under Subchapter D, Chapter 313, Tax
Code, are consdered taxes collected by the school didtrict asif the taxes were
paid when the credit for the taxes was granted.

(3) Providesthat the total amount of maintenance and operations taxes collected
for an gpplicable school year by a school digrict with aternate tax dates, as
authorized by Section 26.135, Tax Code, isthe amount of taxes collected on or
after January 1 of the year in which the school year begins and not later than
December 31 of the same year.

Sec. 42.253. DISTRICT ENRICHMENT TAX. (8 Prohibitsthe district enrichment tax rate
from exceeding $0.10 per $100 of vauation.

(ar1) Prohibits a school digtrict, notwithstanding Subsection (@), from imposing adigtrict
enrichment tax earlier than the 2006 tax year. Provides that the maximum rate that may
be imposed during the 2006 tax year is $0.02 per $100 of vauetion. Authorizes the
maximum rate to be increased in subsequent tax years by $0.02 per year, until the
maximum amount specified by Subsection (a) is reached. Providesthat this subsection
expires January 1, 2011.

(b) Requiresthelegidature by appropriationto establish for each biennium the maximum
digrict enrichment tax rate for purposes of determining the didtrict's guaranteed yield
amount of state enrichment fundsunder Section 42.252, notwithstanding Subsection (a).

Sec. 42.254. COMPUTATION OF ENRICHMENT AID FOR DISTRICT ON MILITARY
INSTALLATION OR AT STATE SCHOOL. Providesthat state enrichment ass stance under
this subchapter for a school digtrict located on a federal military ingalaion or at Moody State
Schoal is computed using the average district enrichment tax rate and property vaue per student
of school digtricts in the county, as determined by the commissioner.

Sec. 42.255. DISTRIBUTION OF ENRICHMENT PROGRAM FUNDS. Requires the
commissoner, as provided by Section 42.312, for each school year, to determine the guaranteed
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yield amount of state enrichment program fundsto whichaschool digtrict is entitled under Section
42.252; and approve and transmit warrants to school digtricts.

[Reserves Sections 42.256-42.300 for expansion.]
SUBCHAPTER F. ADDITIONAL ADJUSTMENTS; FINANCING THE PROGRAM

Sec. 42.301. COST OF EDUCATION ADJUSTMENT. (a) Providesthat the amounts of the
accreditationdlotments under Subchapter B and each speciad sudent alotment under Subchapter
C are adjusted to reflect the geographic variationin known resource costs and costs of education
due to factors beyond the control of the school digtrict. Providesthat the amount of the adjustment
is50 percent of the total amount that would result from gpplication of the cost of education index
adopted under Subsection(b), or agreater anount for any school year provided by appropriation.

(b) Requiresthe commissioner to adopt acost of education index based on adatistical
andysis conducted on arevenue neutra badis that is designed to isolate the independent
effects of uncontrollable factors on the compensation that school districts must pay,
induding teacher sdaries and other benefits. Sets forth minimum requirements for the
andyss.

(b-1) Providesthat for the 2005-2006 and 2006-2007 school years, the cost of
education index is based on the teacher fixed effects index in the 2004 report
commissioned by the Joint Sel ect Committee on Public School Finance of the 78th
Legidature. Provides that this subsection expires September 1, 2007.

(©) Requiresthe commissioner to biennidly update the cost of education index required
by this sectionand to submit the updated index to the legidature not later than December
1 of each even-numbered year.

Sec. 42.302. DISTRICT SIZE AND SPARSITY ADJUSTMENT. (& Provides that the
amounts of the accreditation alotments under Subchapter B and each specia student dlotment
under Subchapter C of a school didrict that has fewer than 5,000 students in average daily
attendance are adjusted to reflect district costs related to the district's Sze or sparsity.

(b) Requires the commissioner to adopt the adjustment required by this sectionbased on
a gatistica andyss conducted on a revenue neutra bassthat is designed to isolate the
independent effects of a school digtrict's S9ze and sparsity on the costs of achieving the
dtate's educationa gods.

(¢) Requires the commissioner to update the adjustment required by this section at least
once in each five-year period.

(d) Providesthat notwithstanding any other provision of this section, if the adjustment to
whichaschool digtrict is entitled under this sectionissmdler thanthe adjustment the district
would receive if the adjustments provided by Sections 42.103 and 42.105, as those
sections existed on January 1, 2004, were gpplied to the digtrict, the digtrict is entitled to
recaive the larger adjustmen.

Sec. 42.303. INFLATION ADJUSTMENT. (8) Defines "employment cost index."
(b) Provides that the amounts of the accreditation alotments under Subchapter B and
each specid sudent dlotment under Subchapter C that a school didtrict is otherwise

entitled to receive under this subchapter, as adjusted under Sections 42.301 and 42.302,
are adjusted in accordance with this section as necessary to reflect inflation.
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(©) Reguires the commissioner to determine the amount of the adjustment for each
biennium based onthe difference, if any, between the employment cost index most recently
published as of January 1 of the calendar year inwhichthe firgt year of the biennium begins
and the employment cost index most recently published as of January 1, 2005.

(d) Providesthat the commissoner's determination under this section isfinal and may not
be appealed.

(e) Providesthat this section applies beginning with the 2006-2007 school year. Provides
that for the 2006-2007 school year, the adjusment is based on the difference, if any,
betweenthe employment cost index most recently published on January 1, 2006, and the
employment cost index most recently published asof January 1, 2005. Providesthat this
subsection expires September 1, 2007.

Sec. 42.304. FINANCING: GENERAL RULE. (a) Providesthat the sum of the accreditation
alotments under Subchapter B, the specid student alotments under Subchapter C, and the new
indructiond fadility alotments under Subchapter D condtitutesthe tier one dlotments. Provide that
the sum of the tier one dlotments and the enrichment program allotments under Subchapter E
condtitutes the total cost of the Foundation School Program.

(b) Requiresthe program to be financed by state funds appropriated for the purposes of
public school education; ad valoremtax revenue generated by an equalized uniformschool
digrict effort; ad vaorem tax revenue generated by loca school didtrict effort for an
enrichment program in accordance with Subchapter E; and state available school funds
digtributed in accordance with law.

Sec. 42.305. ADDITIONAL STATE AID FOR AD VALOREM TAX CREDITS UNDER
TEXAS ECONOMIC DEVELOPMENT ACT. Egtablishesthat for each school year, a school
digrict, induding a school didrict thet is otherwise indigible for state ad under this chapter, is
entitled to state aid in an amount equa to the amount of dl tax credits credited againgt ad vaorem
taxes of the digtrict in that year under Subchapter D, Chapter 313, Tax Code.

Sec. 42.306. LOCAL SHARE OF PROGRAM COST (TIERONE). (a) Providesthat each
school digtrict's share of the Foundation School Program is determined by the following formula
LSSTR X DPV. Defines“LS” “TR,” and "DPV."

(b) Requires the commissioner to adjust the vaues reported in the officid report of the
comptroller as required by Section 5.09(a), Tax Code, to reflect reductions in taxable
vaue of property resulting fromnatura or economic disaster after January 1 in the year in
whichthe vauations are determined. Providesthat the decisionof the commissioner isfind.
Provides that an adjustment does not affect the loca share of any other school digtrict.

(00 Requires appeds of digtrict values to be held pursuant to Section 403.303,
Government Code.

(d) Requiresaschool digtrict to adopt a maintenance and operationstax rate sufficient to
rase its tota loca share of the Foundation School Program to be digible to recaive
foundation school fund payments. Provides that the district's adopted maintenance and
operations tax rate, indudingany enrichment tax rate under Subchapter E, may not exceed
the maximum rate specified by Section 45.003(d).

Sec. 42.307. ADJUSTMENT FOR RAPID DECLINE IN TAXABLE VALUE OF
PROPERTY. (a) Requiresthe commissioner to adjust the taxable vaue of property in a school
digtrict that, due to factors beyond the control of the board of trustees, experiencesarapid dedine
in the tax base used in cdculating taxable values in excess of four percent of the tax base used in
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the preceding year, for purposes of Chapter 46 and this chapter, and to the extent money
specificaly authorized to be used under this section is available.

(b) Requiresthe commissioner to reduce adjustments in the manner provided by Section
42.312(f) so that the total amount of adjustments equals the amount of money avalable to
fund the adjustments, to the extent that a sufficient amount of money is not available to fund
al adjusments under this section.

(c) Providesthat adecison of the commissioner under thissection isfina and may not be
appealed.

Sec. 42.308. EFFECT OF APPRAISAL APPEAL. (a) Requires the commissioner to the
request the comptroller to adjust itstaxable property vaue findings for that year consstent withthe
find determinationof the appraisal apped, if thefind determinationof an appeal under Chapter 42,
Tax Code, resultsin areduction in the taxable value of property that exceeds five percent of the
total taxable vaue of property in the school digtrict for the same tax year determined under
Subchapter M, Chapter 403, Government Code.

(b) Requires the commissioner to add the difference to subsequent distributions to the
digtrict from the foundation school fund, if the district would have received a greater
amount from the foundation school fund for the gpplicable school year using the adjusted
vaue. Providesthat an adjustment does not affect the local share of any other didtrict.

Sec. 42.309. ADDITIONAL TRANSITIONAL AID. (a8 Provides that notwithstanding any
other provisonof thissubtitle, aschool district isentitled to the amount of state revenue necessary
to maintain state and loca revenue in an amount equd to the sum of the amount of state and local
revenue per sudent in average daily attendance for maintenance and operation of the district that
would have been available to the didtrict if the funding eements under Chapters 41 and 42,
Education Code, including any amounts the district would have received under Rider 82 to the
appropriation to the Texas Education Agency in Article I11, Chapter 1330, Acts of the 78th
Legidature, Regular Sesson, 2003, ineffect during the 2004-2005 school year were in effect for
the current year; and anamount equa to two percent of the amount described by Subdivison(1).

(b) Providesthat the amount of state funds to which a school didtrict is entitled under this
section is not subject to any adjustment for inflation under Section 42.303.

(¢) Requires the commissioner to determine the amount of state funds to which a school
digrict isentitled under this section. Providesthat the commissioner'sdeterminationisfind
and may not be appeded.

Sec. 42.310. TEMPORARY LIMITATIONSON AID. (a) Defines "public school adequacy
standards."

(b) Providesthat this subsection gpplies to a school district otherwise entitled under this
subtitle to receive, for the 2005-2006 school year, an anount of sate and locd revenue
per student in average daily attendance for maintenance and operation of the digtrict that
exceeds 105 percent of the amount necessary to provide an accredited basc programthat
meets public school adequacy standards. Requires the commissioner, notwithstanding any
other provison of this subtitle, to withhold fromadidtrict described by this subsection the
amount of state funds necessary to ensure that the district does not receive a greater
amount of state and local revenue per sudent inaverage dally attendance for maintenance
and operation of the digtrict thanthe amount to which the didtrict is entitled under Section
42.309. Provides that a school didtrict is entitled to the amount provided by Section
42.309, regardless of the degree to whichthat amount exceeds 105 percent of the amount
necessary to provide an accredited basic program that meets public school adequacy
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standards.

(©) Requires the commissioner, for the 2006-2007 and 2007-2008 school years, and
notwithstanding any other provision of this subtitle, to determine the appropriate amount,
based on available appropriations, of state funds to withhald in the manner provided by
Subsection (b) fromaschool digtrict that would otherwise be entitled under this subtitle to
receive an amount of stateand local revenue per student in average daily attendance that
exceeds, by the percentage established by the commissoner, the amount necessary to
provide an accredited basc program that meets public school adequacy standards.
Provides that a school didtrict is entitled to the amount provided by Section 42.309,
regardless of the degree to which that amount exceeds the percentage determined under
Subdivison(1) of the amount necessaryto provideanaccredited basic programthat meets
public school adequacy standards.

(d) Requires the commissoner, notwithstanding any other provison of this subtitle, to
withhold from aschool digtrict that is not subject to Subsection (b) or (c) the amount of
state funds necessary to ensure that the district does not receive an amount of state and
locd revenue per student in average daly attendance that is greater than the certain
percentages of the amount to which the didtrict is entitled under Section 42.304.

() Requires the commissioner to determine the amount of state funds required to be
withheld under this section. Requiresthe commissioner, in determining the amount of state
funds required to be withheld, to ensure that the amount of state and local revenue the
digtrict receivesfor the 2006-2007 or 2007-2008 school year isadjusted so that adigtrict
receives any annud benefit derived from the inflation adjustiment under Section 42.303,
notwithstanding any other provision of this section. Provides that the commissioner's
determination is fina and may not be gppeded.

(f) Provides that this section expires September 1, 2008.

Sec. 42.311. ADDITIONAL BASIC PROGRAM AID. (@) Defines"public school adequacy
standards."

(b) Providesthat a school digtrict is entitled to the amount of state revenue necessary to
ensurethat the digtrict has suffident state and local revenue to provide anaccredited basic
programthat meets public school adequacy standards, notwithstanding any other provision
of thissubtitle.

(¢) Requiresthe commissoner to determine the amount of state funds to which a school
digrict isentitled under this section. Providesthat the commissioner'sdeterminationisfina
and may not be appeded.

Sec. 42.312. DISTRIBUTION OF TEXAS EDUCATION FUND. (@ Requires the
commissioner, for each school year, to determine certain amounts of money to which a school
didrict is entitled.

(b) Requires the commissioner, except as provided by this subsection, to base the
determinations under Subsection (&) on the estimates provided to the legidature under
Section42.313, or, if the Generad Appropriations Act provides estimatesfor that purpose,
on the estimates provided under that Act, for each school district for each school year.
Reguiresthe commissioner to reduce the entitlement of each didtrict that has afind taxable
vadue of property for the second year of a Sate fisca biennium that is higher than the
estimateunder Section42.313 or the General Appropriations Act, asapplicable. Provides
that areduction under this subsection may not reduce the didtrict's entitlement below the
amount to which it is entitled a its actud taxable vaue of property.
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(c) Providesthat each school didtrict is entitled to an amount equd to the difference for
that digtrict between the sum of Subsections (a)(1) and (8)(2) and the sum of Subsections

@(3), (a(4), and (&)(5).

(d) Requiresthe commissioner to gpprove warrants to each school digtrict equaing the
amount of its entitlement, except as provided by this section. Requires warrants for al
money expended according to this chapter to be gpproved and transmitted to treasurers
or depositories of school digtrictsinthe same manner that warrantsfor state available fund
paymentsare transmitted. Providesthat thetota amount of the warrantsissued under this
section may not exceed the total amount appropriated for Foundation School Program
purposes for thet fisca year.

(e) Authorizes commissioner to adjust funding to that didtrict in that school year to the
extent that funds are avalabdle for that year if a school district demonstrates to the
satisfaction of the commissoner that the estimate of the digtrict's tax rate, student
enrollment, or taxable vaue of property used in determining the amount of state fundsto
which the didrict is entitled are so inaccurate as to result inundue financid hardship to the
digtrict.

(f) Requires the commissioner to reduce the total amount of funds alocated to each
digtrict proportionately if the total amount appropriated for ayear islessthan the amount
of money to which school digtricts are entitled for that year. Provides that the following
fiscd year, adigtrict's entittement under this sectionisincreased by an amount equa tothe
reduction made under this subsection.

(9) Requiresthe commissioner, not later than March1 eachyear, to determine the actual
amount of gtate funds to which each school didtrict is entitied under this chapter for the
current school year and to compare that amount with the amount of the warrantsissued to
eachdidrict for that year. Requiresthe commissoner to adjust the didtrict's entitlement for
the next fiscal year accordingly if the amount of the warrants differs from the amount to
whichadidrict isentitled because of variationsinthe ditrict'stax rate, udent enrollment,
or taxable vaue of property.

(h) Authorizes the legidaure to appropriate funds necessary for increases under
Subsection(g) fromfundsthat the comptroller, a any time during the fiscd year, findsare
avaladle.

(i) Requires the commissoner to compute for each school digtrict the total amount by
which the digtrict's dlocation of statefunds isincreased or reduced under Subsection (g)
and to certify that amount to the didtrict.

Sec. 42.313. ESTIMATESREQUIRED. (a8) Requiresthe Texas Education Agency (TEA), not
later than October 1 of each even-numbered year, to submit to the legidature an estimate of the
tax rate and student enrollment of each school digtrict for the following bienniumand requires the
comptroller of public accounts (comptroller) to submit to the legidaure an estimate of the total
taxable vdue of al property in the state as determined under Subchapter M, Chapter 403,
Government Code, for the following biennium.

(b) RequiresTEA and thecomptroller to updatetheinformation provided tothelegidature
under Subsection (a) not later than March 1 of each odd-numbered year.

Sec. 42.314. FALSIFICATION OF RECORDS; REPORT. Requires the TEA director of

school audits to promptly and fully report to the State Board of Education (SBOE), the state
auditor, and the appropriate county attorney, district attorney, or crimind digtrict atorney, when,
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in the opinion of the director, audits or reviews of accounting, enrollment, or other records of a
school didtrict reved deliberate fasfication of the records, or violation of the provisons of this
chapter, through whichthe digtrict's share of state fundsall ocated under the authority of thischapter
would be, or has been, illegaly increased.

Sec. 42.315. PAYMENTS FROM TEXAS EDUCATION FUND. (a) Defines "caegory 1
school digtrict," " category 2 school district,” " category 3 school digtrict,” and "wedth per student.”

(b) Setsforth the procedures, time frames, and amounts for payments from the Texas
education fund to each category 1 school didtrict.

(c) Sesforth the procedures, time frames, and amounts for payments from the Texas
education fund to each category 2 school digtrict.

(d) Setsforth the procedures, time frames, and amounts for payments from the Texas
education fund to each category 3 school didtrict.

(e) Authorizes modification of the amount of any inddlment required by this section to
provide a school didtrict with the proper amount to which the district may be entitled by
law and to correct errorsin the alocation or distribution of funds, if an instalment under
this sectionisrequired to be equd to other ingtadlments. Authorizes the adjustment of the
amount of other instalments to provide for that equdity.

(f) Requiresthat except asprovided by Subsection (c)(8) or (d)(3), any previoudy unpaid
additional fundsfromprior years owed to adistrict be paid to the digtrict together with the
September payment of the current year entitlement.

Sec. 42.316. RECOVERY OF OVERALLOCATED FUNDS. (a) RequiresTEA to recover
fromthe didtrict, if aschool digtrict has received an overalocation of sate funds, an amount equd
tothe overallocation by withholding from subsequent dlocations of state fundsor by requestingand
obtaining arefund.

(b) Requires TEA to certify to the comptroller that the amount congtitutes a debt for
purposesof Section403.055, Government Code, if adidrict falsto comply witharequest
for arefund under Subsection(a). Requires TEA to provideto the comptroller theamount
of the overdlocation and any other information required by the comptroller.  Authorizes
the comptroller to certify the amount of the debt to the attorney genera for collection.

(©) Requires any amounts recovered under this section to be deposited in the Texas
education fund.

[Reserves Sections 42.317-42.400 for expansion.]
SUBCHAPTER G. ADDITIONAL EQUALIZATION
Sec.42.401. DISTRICTSSUBJECT TOADDITIONAL EQUALIZATION. (a) Requiresthat
aschool digtrict in which the didtrict'slocal share under Section 42.306 exceeds the district's tier
one alotment under Section 42.304, except as provided by Subsection (b), be consolidated by
the commissioner under Subchapter H, Chapter 41.
(b) Authorizes a school digtrict described by Subsection (@) to elect to purchase average
daly attendance credit in the manner provided by Subchapter D, Chapter 41, as an
aternative to consolidation under Subchapter H, Chapter 41.

SECTION 1A.02. Amends the heading to Chapter 41, Education Code, to read asfollows:
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CHAPTER 41. EQUALIZATION ACTIONS
SECTION 1A.03. Amends Section 41.006(a), Education Code, to make conforming changes.

SECTION 1A.04. Amends Section 41.008(a), Education Code, to delete language relating to a
consolidated taxing district under Subchapter F.

SECTION 1A.05. Amends Section41.009(a), Education Code, to del etelanguagere ating to detachment
and annexation of territory.

SECTION 1A.06. Amends Section41.010, Education Code, to del ete language relating to tax bases or
annexation.

SECTION 1A.07. Amends Section 41.013(a), Educeation Code, to delete an exception provided by
Subchapter G relating to the gpped of a decison of the commissoner under this chapter.

SECTION 1A.08. Amends Section 41.091, Education Code, asfollows:

Sec. 41.091. AGREEMENT. Authorizesaschool district subject to Section 42.401, rather than
a school district subject to Section 42.40, with a wedth per student that exceeds the equdized
wesdlthlevd, to execute an agreement with the commissioner to purchase attendance creditsinan
amount equal to the difference between the didtrict's local share under Section 42.306 and the
digtrict's tier one dlotment under Section 42.304. Deletes text requiring the agreement to be
sufficient, in combination with any other actions taken under this chapter, to reduce the district's
wedth per sudent to aleve that is equd to or less than the equdized wedth leve.

SECTION 1A.09. Amends Section 41.093, Education Code, by amending Subsection (&) and adding
Subsection (d), asfollows:

(a) Deletesweighted as modifier for average daily attendance in determining the cost of
acredit under this section.

(d) Requiresthe commissoner to adopt rules governing the collection of delinquent ad
vaorem taxes and provides that the rules may provide for documentation and other
recordkeeping requirements.

SECTION 1A.10. Amends Section 41.251, Education Code, to make a conforming change.

SECTION 1A.11. Amends Section41.252, Education Code, by amending Subsections (@) and (¢) and
adding Subsection (d), as follows:

(@ Requiresthe commissioner, in selecting the didtrictsto be consolidated with a district
subject to Section 42.401, rather than one that has a property wedth grester than the
equdized wedth leve, to sdlect one or more districts with aloca share under Section
42.306, rather than wedth per student, that, when consolidated, will result in a
consolidated didtrict that is not subject to Section 42.401, rather than with awealth per
sudent equal to or less than the equalized wedlth levd. Requires the commissoner, in
achieving that result, to give priority to school digtrictsin a certain order.

(0 Requires the commissioner sdlect the third and each subsequent digtrict to be
consolidated by treating the district subject to Section 42.401, rather than one that has a
property wedth greater than the equdized wedlth levd, in goplying the sdlection criteria
specified by Subsection (), if more than two districts are to be consolidated, and the
digtrict or digtricts previoudy selected for consolidation as one didtrict.

SRC-GSM H.B. 1 78(4) Page 13 of 45



(d) Defines"loca share percentage.”
SECTION 1A.12. Amends Section 41.257, Education Code, asfollows:

Sec. 41.257. New heading: APPLICATION OF SIZE AND SPARSITY ADJUSTMENTS.
Requiresthat the budget of the consolidated district apply the benefit of the adjustment or dlotment
to the schools of the consolidating district to which Section 42.302, rather than 42.103, 42.105,
or 42.155, would have applied in the event that the consolidated digtrict still qualifies for that
adjustment, rather than asa small or sparse digtrict.

SECTION 1A.13. Amends Section45.003, Education Code, by amending Subsections (a) and (d) and
adding Subsections (€) and (f), asfollows:

(& Prohibits bonds described by Section 45.001 from being issued and taxes described
by Section 45.001 or 45.002 from being levied unless authorized by a mgority of the
qudified voters of the didrict, vating at an eection hdd for that purpose. Deletes text
relating to certain election procedures.

(d) Decreasesfrom $1.50 to $1.30 per $100 va uation of taxable property the maximum
rate which may be assessed for the maintenance of public schoals.

(&) Providesthat an eection held before January 1, 2004, authorizing amaintenancetax
a arate of a least $1.30 on the $100 vauation of taxable property in the digtrict is
sufficient to authorize arate of $1.30 or less.

(f) Authorizesadidrict permitted by specia law on January 1, 2004, to impose an ad
vaoremtax at arate greater than$1.50 to continue to imposearate that is$0.20 lessthan
the rate previoudy authorized.

SECTION 1A.14. Amends Section 26.08, Tax Code, by amending Subsections (i) and (j) and adding
Subsections (i-1) and (i-2), asfollows:

(i) Amendsthe formulafor determining the rollback tax rate of a school digtrict.

(i-1) Providesthat for purposes of this section, for the 2005 tax year the rollback tax rate
of a schoal didtrict, induding a digtrict to which Section 45.003(f), Education Code,
applies, is the sum of the rate of $1.20 per $100 of taxable vaue for maintenance and
operation of the district and the digtrict's current debt rate.

(i-2) Providesthat Subsection (i-1) and this subsection expire January 1, 2006.

() Providesthat for purposes of Subsection (i), theamount of state fundsthat would have
been available to a school didtrict in the preceding year is computed usng the maximum
tax rate for the current year under Section 45.003(d), rather than 42.253(e), Education
Code.

PART B. SCHOOL DISTRICT FACILITIES
SECTION 1B.01. Amends Section 46.002(b), Education Code, as follows:
(b) Requires, rather than authorizes, the commissioner's rules to limit the amount of an
dlotment under this subchapter that is to be used to construct, acquire, renovate, or
improveaningructiond fadlitythat may aso be used for noningtructiona or extracurricular

activities. Prohibits an adlotment under this subchapter from being used to construct,
acquire, renovate, or improve afadlity, such as astadium, if the facility'spredominant use
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isfor extracurricular purposes or for purposes other thanteaching the curriculum required
under Section 28.002.

SECTION 1B.02. Amends Section 46.008, Education Code, as follows:

Sec. 46.008. New heading: STANDARDSAND BEST PRACTICES. () Deetestext relating
to space. Prohibits the standards from including requirements related to space or square footage
for afacility or any part of a fadlity. Requires dl new facilities constructed after September 1,
1998, to meet or exceed, rather than meet, the standards to be digible to be financed with Sate
or locd tax funds.

(b) Requires the commissoner to establish a program of best practices for the
congruction, replacement, renovation, or improvement of school facilities. Specifies
requirements for the program.

(c) Providesthat this section may not be construed in amanner that impairs or eiminates
aguarantee of an eligible bond under Subchapter C, Chapter 45.

SECTION 1B.03. Amends Section 46.033, Education Code, as follows:

Sec. 46.033. ELIGIBLE BONDS. Providesthat bonds, including bonds issued under Section
45,006, are digible to be paid with state and loca funds under this subchapter if the district does
not receive state assistance under Subchapter A for payment of the principa and interest on the
bonds and:

(1) the proceeds of the bonds were used to construct, acquire, renovate, or
improve an indructiond fadlity, as defined by Section 46.001, and the district
made payments on the bonds during the find school year of the state fiscal
bienniumpreceding the bienniuminwhichthe didrict firs receives ass slanceunder
this subchapter for the payment of principa of and interest onthe bonds or taxes
levied to pay the principa of and interest on the bonds were included in the
digtrict's audited debt service collections for that school year; or

(2) Makes a conforming change. Deletes reated to a didtrict that does not
recaelve state assistance under Subchapter A for payment of the principa and
interest on the bonds.

SECTION 1B.04. Amends Section 46.034(c), Education Code, to provide that if the amount required
to pay the principd of and interest on eigible bondsin aschool year isless than the amount of payments
made by the digtrict on the bonds during the find, rather than 2002-2003, school year of the state fiscd
biennium preceding the biennium inwhichthe didtrict firg receives assi stance under this subchapter for the
payment of principa of and interest on the bondsor the digtrict's audited debt service collections for that
school year, the district may not recelve aid inexcess of the amount that, whenadded to the district'slocal
revenue for the school year, equas the amount required to pay the principa of and interest on the bonds.

SECTION 1B.05. Provides that Section 46.008(a), Education Code, as amended by this part, applies
to a school fadility for which constructionbegins onor after the effective date of this part, and suchafadility
is not required to meet any requirements related to space established by the commissoner of education
under that section as it existed before amendment by this part.

SECTION 1B.06. Providesthat Subchapter A, Chapter 46, EducationCode, as amended by this part,
gpplies only to the payment of state assistance under Subchapter A, Chapter 46, Education Code, for
which a school district applies on or after September 1, 2005. Provides that payment of state assistance
under Subchapter A, Chapter 46, Education Code, for whichaschool district applies before September
1, 2005, is governed by the law in effect on the date the digtrict applies for the Sate assistance, and the
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former law is continued in effect for that purpose.

SECTION 1B.07. Provides that Subchapter B, Chapter 46, Education Code, as amended by this part,
gppliesonly to bondsthat first become digible for payment with state assi stanceunder that subchapter after
January 1, 2004. Provides that bonds that were digible for payment with state assistance under that
subchapter as of January 1, 2004, are governed by that subchapter asit existed before amendment by this
part, and the former law is continued in effect for that purpose.

PART C. STUDY ON PUBLIC LAW NO. 108-173

SECTION 1C.01. Requiresthe Teacher Retirement System of Texasto conduct a study regarding Pub.
L. No. 108-173.

SECTION 1C.02. Requires the Teacher Retirement System of Texas, not later than January 1, 2005,
to report the results of the study conducted under this part inwriting to the lieutenant governor, the speaker
of the house of representatives, and the members and members-ect of the 79th Legidature.

PART D. COMPENSATION SUPPLEMENTATION FOR CERTAIN ACTIVE
SCHOOL EMPLOYEES

SECTION 1D.01. Requiresthetrustee under Chapter 1580, Insurance Code, notwithstanding any other
law, with respect to classroomteachers, full-time librarians, full-time counsel ors, or full-time school nurses
employed by the digtrict, school, or service center, to ddiver an amount, as determined by the trustee,
equal to the number of classroom teachers, full-time librarians, full-time counsdors, and full-time school
nurses employed by the digtrict, school, or service center multiplied by $1,000 or a greater amount as
provided by the General Appropriations Act for purposes of Chapter 1580.

SECTION 1D.02. Repeder: Chapter 313, Acts of the 78th Legidature, Regular Session, 2003.
PART E. SOCIAL SECURITY CONTRIBUTIONS

SECTION 1E.O01. Amends Subchapter B, Chapter 606, Government Code, by adding Section 606.0261
asfollows

Sec. 606.0261. PAYMENT OF SCHOOL DISTRICT CONTRIBUTIONS. (&) Requiresthe
date to pay 50 percent of the total costs incurred by a school digtrict in making contributions for
socid security coverage for the ditrict's employees subject to Subsection (b).

(b) Providesthat payment of state assstance under thissectionislimited to school digtricts
that covered digtrict employees under the socid security program before January 1, 2004,
and contributions made on behdf of employeesinacl assof employeesthe didtrict covered
under the socid security program before January 1, 2004.

() Requires the commissioner of education, using funds appropriated for the purpose,
to digtribute money to which school didtricts are entitled under this sectionin accordance
with rules adopted by the commissioner.
SECTION 1E.02. Providesthat this part takes effect September 1, 2005.
PART F. CONFORMING AMENDMENTS
SECTION 1F.01. Amends Section 7.024(a), Education Code, to providethat theinvestment capital fund

consists of money appropriated by the legidaturefor that purpose rather than moneytransferredto the fund
as provided by Section 42.152(1).
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SECTION 1F.02. Amends Section 7.055(b)(34), Education Code, to require the commissioner to
perform dutiesin connectionwithequadizationactions, rather thanthe equdized wedthleve,, under Chapter
41.

SECTION 1F.03. Amends Section 8.051(d), Education Code, to add a gifted and talented program
under Subchapter D, Chapter 29, as a core service to be maintained by each regiona education service
center for purchase by school districts and campuses. Makes conforming changes.

SECTION 1F.04. Amends Section 11.158(a), Education Code, to providethat the board of trustees of
anindependent school district may require payment of areasonable feefor trangportation of astudent who
lives within two miles of the school the student attendsto and fromthat school, except that the board may

not charge afeefor trangportationfor whichthe school digtrict receives grant fundsunder Section34.0071,
rather than 42.155(d).

SECTION 1F.05. Amends Section 12.013(b), Education Code, to make conforming changes.
SECTION 1F.06. Amends Section 12.106(a), Education Code, as follows:
(8 Provides that a charter holder is entitled to recaive for the open-enrollment charter school
funding under Chapter 42 asif the school were a school digtrict without atier one locd share for
purposes of Section 42.306, rather than 42.253, and without any local revenue ("LR") for
purposes of Section42.252, rather than42.302. Providesthat in determining funding for an open-
enrollment charter school the adjustment under Section 42.301 is the adjusment for the school
didrict in whichthe school islocated and the district enrichment tax rate under Section 42.252 is

the average didrict enrichment tax rate for the state. Deletestext referring to Sections 42.102,

42.103, 42.104, and 42.105 and the digtrict enrichment tax rate ("DTR") under Section 42.302

and an average adjustment.

SECTION 1F.07. Amends Section 13.054(f), Education Code, to make conforming changes.
SECTION 1F.08. Amends Sections 13.282(a) and (b), Education Code, to make conforming changes.
SECTION 1F.09. Amends Sections 21.402(a) and (c), Education Code, as follows:

(8 Amends exigting text rdating to the minimum monthly sdlary, based onthe employee'sleve of

experience, prescribed by Subsection (c), that a school district must pay each classroomteacher,

full-ime librarian, full-time counsdlor certified under Subchapter B, or full-time school nurse by
deleting language relating to the formula.

(©) Setsforth the minimum monthly salary under this section. Makes conforming changes.
SECTION 1F.10. Amends Section 21.410(h), Education Code, to make conforming changes.
SECTION 1F.11. Amends Section 21.411(h), Education Code, to make conforming changes.
SECTION 1F.12. Amends Section 21.412(h), Education Code, to make conforming changes.

SECTION 1F.13. Amends Section 21.413(h), Education Code, as added by Section 2, Chapter 430,
Acts of the 78th Legidature, Regular Session, 2003, to make conforming changes.

SECTION 1F.14. Amends Section 29.002, Education Code, to amend the definition of "special services."
SECTION 1F.15. Amends Section 29.008(b), Education Code, to make conforming changes.

SECTION 1F.16. Amends Section 29.014(d), Education Code, as follows:
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(d) Providesthat the accreditation, rather than basic, dlotment for a student enrolled in a district
to whichthis sectiongppliesis adjusted by the cost of educationadjustment under Section42.301,
rather than 42.102, for the school digtrict in which the didtrict is geographicaly located, and any
other appropriate factor adopted by the commissioner, rather than the weight for a homebound
student under Section 42.151(a).

SECTION 1F.17. Amends Section 29.087(j), Education Code, as follows:

() Providesthat for purposes of funding under Chapters42 and 46, astudent attending aprogram
authorized by this section may be counted in attendance only for the actua number of hours each
school day the student attends the program, in accordance with Sections 25.081 and 25.082.
Deletes reference to Chapter 41.

SECTION 1F.18. Amends Section 29.203(b), Education Code, as follows:

(b) Providesthat aschool digtrict is entitled to the alotment provided by Section 42.155
, rather than42.157, for eachdigible sudent using a public educationgrant. Deletestext providing
that if adigrict hasawedthper student greater than the guaranteed wedth level but less than the
equdized wedth levd, a school didrict is entitled under rules adopted by the commissioner to
additional state ad inanamount equa to the difference betweenthe cost to the digtrict of providing
services to a sudent using a public education grant and the sum of the state aid received because
of the alotment under Section42.157 and money fromthe available school fund attributable to the
student.

SECTION 1F.19. Amends Section 33.002(a), Education Code, to providethat this sectionappliesonly
to aschool digtrict that receives funds as provided by Section 42.1521, rather than 42.152(i).

SECTION 1F.20. Amends Section34.002(c), Education Code, to provide that a school digtrict thet fails
or refusesto meet the safety standards for school buses established under this sectionisindigiblefor astate
transportationgrant, rather thanto share inthe transportationallotment, under Section34.0071, rather than
42.155, until the first anniversary of the date the digtrict begins complying with the safety standards.

SECTION 1F.21. Amends Chapter 34, Education Code, by adding Section 34.0071, asfollows:

Sec. 34.0071. STATE TRANSPORTATION GRANTS. (@) Authorizesthe commissioner to
award a grant to a school didtrict or county that operates a public school transportation system
under Section 34.007 using funds appropriated for the purpose.

(b) Requiresthe commissioner to adopt rules governing the grant program authorized by
this section. Sets forth the requirements for a funding system under the rules.

(©) Requires money awarded under this section to be used in providing public school
trangportation services.

SECTION 1F.22. Amends Section 37.0061, Education Code, as follows:

Sec. 37.0061. FUNDING FOR ALTERNATIVEEDUCATION SERVICESIN JUVENILE
RESIDENTIAL FACILITIES. Deetes existing text requiring the didrict in which the gudent is
enrolled on the date a court orders the student to be confined to a juvenile residentiad facility to
transfer to the digtrict providing education services an amount equa to the difference betweenthe
average Foundation School Program costs per student of the digtrict providing educationservices
and the sum of the state aid and the money from the available school fund received by the didtrict
that is attributable to the student for the portion of the school year for which the digtrict provides
education servicesto the student, if the district hasawed thper sudent greater thanthe guaranteed
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wedth level but less than the equdized wedth leve.
SECTION 1F.23. Amends Section 39.031, Education Code, as follows:
Sec. 39.031. COST. (&) Requiresthe commissoner to set aside an gppropriate amount from the
Foundation School Programto pay the cost of preparing, adminigtering, or grading the assessment
ingruments and the cost of releasing the question and answer keys under Section 39.023(e).
Deletes text requiring these costs to be paid from the funds allotted under Section 42.152, each
digtrict to bear the cost in the same manner described for areduction in dlotments under Section
42.253, the commissoner to subtract the cost from the district's other foundation school fund
dlotments, if adigrict does not receive an dlotment under Section42.152, and that costsbe paid
from amounts gppropriated to TEA.
(b) Requiresthecommissioner to reduceeach didtrict'stier onedlotmentsproportionately
after setting aside an gppropriate amount in accordance with this section. Provides that
areduction intier one dlotments under this subsection does not affect the computation of
guaranteedlevd of stateand | oca enrichment fundsper sudent inaverage dally attendance
per cent of tax effort under Section 42.252.

(c) Requires any amount set asde under this section to be approved by the LBB and the
governor's office of budget and planning.

SECTION 1F.24. Amends Section 39.134, Education Code, to make a conforming change.
SECTION 1F.25. Amends Section 43.002(b), Education Code, to make conforming changes.
SECTION 1F.26. Amends Section 46.003(a), Education Code, to make conforming changes.
SECTION 1F.27. Amends Section 46.006(g), Education Code, to make a conforming change.

SECTION 1F.28. Amends Sections 46.009(b), (e), and (f), Education Code, to make conforming
changes.

SECTION 1F.29. Amends Section 46.013, Education Code, to make a conforming change.
SECTION 1F.30. Amends Section 46.032(a), Education Code, to make conforming changes.
SECTION 1F.31. Amends Section 46.037, Education Code, to make a conforming change.
SECTION 1F.32. Amends Section 56.208, Education Code, as follows:

Sec. 56.208. FUNDING. (a) Deetes exiging text providing that funding for the Sate tuition
creditsis not subject to the provisions of Sections 42.253(e) through (k).

(b) and (c) Make conforming changes.
SECTION 1F.33. Amends Section 105.301(e), Education Code, to makes a conforming change.
SECTION 1F.34. Amends Section 403.093(d), Government Code, to make conforming changes.
SECTION 1F.35. Amends Section 404.121(1), Government Code, to make a conforming change.
SECTION 1F.36. Amends Section 2175.304(c), Government Code, to delete text that gives preference

to a public school that is considered low-performing by the commissioner of education or to a school
digrict that hasardaively low taxable wed th per student, asdetermined by the commissioner of education
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that entitles the digtrict to an allotment of state funds under Subchapter F, Chapter 42, Education Code.

SECTION 1F.37. Amends Section 1579.251, Insurance Code, by amending Subsection (a) and adding
Subsections (€) and (d), as follows:

(8 Deetes exigting text requiring the state contributionto be used by school digtrictsand
charter schools as provided by Sections 42.2514 and 42.260, Education Code.

() Reguiresthetrustee to deposit state assistance for a participating entity in the fund
established under Subchapter G.

(d) Providesthat a school digtrict that does not participate in the program is entitled to
state assstance computed as provided by Subsection (a). Requires the trustee to
digribute state assstance under this subsection in equal monthly ingadlments. Requires
gtate funds received under this subsection to be deposited inafund described by Section
1581.052(b)(2).

SECTION 1F.38. Amends Section 6.02(b), Tax Code, to delete existing text that providesthat the choice
of aschool didrict to participate in a Sngle appraisa digtrict does not gpply to property annexed to the
school digtrict under Subchapter C or G, Chapter 41, Education Code, unless the school didtrict taxes
property other than property annexed to the digtrict under Subchapter C or G, Chapter 41, Education
Code, in the same county as the annexed property; or the annexed property is contiguous to property in
the school digtrict other than property annexed to the district under Subchapter C or G, Chapter 41,
Education Code.

SECTION 1F.39. Amends Section 21.02(a), Tax Code, to delete a reference to Subsection (b) and
make conforming changes.

SECTION 1F.40. Amends Section 39.901(d), Utilities Code, to make conforming changes.
PART G. REPEALER; EFFECTIVE DATE

SECTION 1G.01. Repedler: () Sections 1-3, Chapter 201, Acts of the 78th Legidature, Regular
Session, 2003.

(b) Repeder: Thefollowing provisons of the Education Code are repeded:

(1) Subchapters B (Consolidation by Agreement); C (Purchase of Attendance
Credit); E (Educationof Nonresident Students); F (Tax Base Consolidation); and
G (Detachment and Annexationby Commissioner), Chapter 41 (Equaized Wedlth
Levd);

(2) Chapter 42 (Foundation School Program), asit existed on April 1, 2004; and

(3) Sections 21.402(b) and (€) (Minimum Salary Schedule for Certain
Professona Staff); 29.203(c) and (g) (Financing); 39.024(e) (Satisfactory
Performance); 41.001 (Definitions); 41.002 (Equdized Wesdlth Leve); 41.003
(Options to Achieve Equdized Wedlth); 41.031 (Inclusionof Attendance Credits
and Nonresidents in Weighted Average Daly Attendance); 41.004 (Annua
Review of Property Wedlth); 41.007 (Commissioner to Approve Subsequent
Boundary Changes); 41.009(b) (Tax Abatements); 41.011 (Contingency); 41.092
(Credit); 41.099 (Limitation); 41.252(b) (Sdlection Criteria); and 105.301(f)
(Egtablishment; Scope).

() Repeder: Sections 403.302(j) and (k) (Determination of School District Propoerty
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Values) and 466.355(c) (State L ottery Account), Government Code.

(d) Repedler: Thefollowing provisons of the Insurance Code are repeded:
(1) Section 1581.053(b) (Use of State Funds); and
(2) Subchapter C (State Assistance for Meeting Minimum Effort), Chapter 1581
(Employer Expenditures for School Employee Hedth Coverage Plans).
(e Repeder: Sections 21.02(b) (Assessment Ratios Prohibited) and 26.08(k)-(m)
(Election to Ratify School Taxes), Tax Code.

SECTION 1G.02. () Provides that except as otherwise provided by this Act, this article takes effect
September 1, 2005, and applies beginning with the 2005-2006 school year.

(b) Providesthat Section 1G.01(a) of this Act takes effect August 31, 2004.
ARTICLE 2. EDUCATION REFORM
PART A. INCENTIVES
SECTION 2A.01. Amends the heading to Subchapter H, Chapter 21, Education Code, to read:
SUBCHAPTER H. APPRAISALS
SECTION 2A.02. Amends Chapter 21, Education Code, by adding Subchapter N, as follows:
SUBCHAPTER N. EDUCATOR EXCELLENCE INCENTIVE PROGRAM

Sec. 21.651. EDUCATOREXCELLENCEINCENTIVE PROGRAM; FUND. (a) Requires
the commissoner to establish an educator excdllence incentive program as provided by this
subchapter. Provides that the purpose of the program is to reward employees in participating
school digtricts whose performance demonstrates success in adding vaue to student academic
achievement.

(b) Providesthat the educationa excedlencefund isan account inthe genera revenuefund.
Providesthat the fund consstsof $175 million per fiscd year transferred to thefund at the
direction of the legidature for purposes of the programand donations and grants made to
the fund for purposes of the program.

(¢) Requiresthe commissioner to approve each payment from the fund and authorizesthe
commissoner to adopt rules for the adminigtration of the program and the payment of
incentive grants from the fund.

(d) Requires the commissoner to encourage locad flexibility in designing incentive
programs that promote student achievement.

Sec. 21.652. GRANTSTO SCHOOL DISTRICTS. (a) Requiresthe commissioner to make
grants to school digtricts that develop a loca incentive program to enable the digtricts to pay
incentives under this subchapter, from funds appropriated for that purpose.

(b) Provides that each fiscd year, a participating school didtrict is entitled to an amount
determined by dividing the amount gppropriated for incentives under this subchapter for
that year by the number of classroom teachersin participating school digtrictsin the Sate
and multiplying the resulting quotient by the number of classroom teachersin the didrict.

() Requires the commissoner to determine the amount of the grant to which each
participating school didrict is entitled under this section and to notify each didtrict of the
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determinationnot later thanMarch 1 of the fiscd year for whichthe determinationis made.
Provides that the commissoner's determination under this section isfind and may not be

appealed.

(d) Provides that except as provided by Section21.656, a school district may use money
received under thissectiononly to pay employeeincentives as provided by this subchapter.
Requires adidtrict to use dl money received under this subchapter for a school year in
making awards for thet year.

Sec. 21.653. MINIMUM CRITERIA FORLOCAL INCENTIVEPROGRAM. (a) Authorizes
aschool digtrict to develop a systlem for rewarding academic improvement and achievement inthe
digtrict.

(b) Requires the commissioner, by rule, to establish minimum criteriafor loca incentive
programs.  Provides that the primary criteria for making awards in a loca incentive
program under this subchapter must be measures for incrementa growth in student
achievement. Provides that alocal incentive program may aso consider high levels of
student performance on assessment ingruments and progress towards proficiency in

English.

(¢) Requiresaloca incentive program to be adopted through a process that consders
comments of classroom teachersin the digtrict.

(d) Requires adigrict that applies for a grant under Section 21.652 to certify that the
digtrict has complied with this section and rules adopted under this subchapter.

Sec. 21.654. AWARDS. (a) Requiresalocd incentive program to provide awardsto classroom
teachers and authorizes the program to provide for awards to other employees.

(b) Prohibitsaschoal digtrict from awarding state money received under this subchapter,
except as provided by Subsection (c), in an amount less than $2,500 to an digible
employeefor aschool year, or to morethan 15 percent of districtemployees, under aloca
incentive program component that provides campus-level awards.

(c) Authorizesa didrict to gpply to the commissoner for approval of a locd incentive
program that does not meet the requirements of Subsection (b). Prohibits the
commissioner from gpproving a program that makes awards of state funds to more than
40 percent of the employees at a single campus.

(d) Authorizesadidrict to providein itsemployment policy or employment contracts that
quifyingemployeesareentitled to a payment under the local incentive program. Provides
that this subchapter does not require adigtrict to pay employees anamount exceeding the
amount of the grant, if any, that the district receives under Section 21.652.

(e) Providesthat adecision by the board of trustees or the board's designee in making an
award under the loca incentive program isfind and may not be appealed.

Sec. 21.655. PREMIUM TEACHER PROGRAM. (8 Requiresthe commissioner to develop
a system for evauating classroom teachers for the purpose of awarding individud incentives to
premium teachers under this subchapter. Requires the system devel oped by the commissioner to
consder certain factors.

(b) Reguiresthe commissioner's evauation system to define "premium teacher.”

(¢) Setsforth certain provisons under the program that gpply to a premium teacher.
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(d) Setsforth certain characteristics a classroom teacher must have to be eigible for an
award under the program.

(e) Provides that not more than $10 million may be gppropriated for purposes of the
program.

SECTION 2A.03. Amends Chapter 39, Education Code, by adding Subchapter J, as follows:

SUBCHAPTER J. STUDENT EXCELLENCE
AND IMPROVEMENT INCENTIVES

Sec. 39.221. DEFINITION. Defines"at-risk student.”

Sec. 39.222. DISTINGUISHED ACHIEVEMENT PROGRAM INCENTIVE. Providesthat
in addition to any other funds to which a school campusis entitled under this code, each school
year each campusis entitled to certain additiond funds.

Sec. 39.223. COMMENDED PERFORMANCE INCENTIVE. (&) Defines"commended
performance.”

(b) Providesthat in addition to any other fundsto which aschool campusisentitled under
this code, each school year each campusiis entitled to certain additiona funds.

Sec. 39.224. ALGEBRA | INCENTIVE. Providesthat in addition to any other funds to which
aschool campusis entitled under this code, each school year each campusis entitled to certain
additiond funds.

Sec. 39.225. DISTRIBUTION AND USE OF FUNDS. (a) Requires fundsdistributed under
Sections 39.222-39.224 to be distributed to the school didrict that contains the school campus
entitled to the funds under the applicable section. Requires that the funds be used at the campus
entitled to the funds.

(b) Providesthat a school digtrict or campus may use funds distributed under Sections
39.222-39.224 only for academic enhancement purposes. Prohibitsthefundsfrom being
used for any purpose related to athletics and from being used to substitute for or replace
funds dready in the regular budget for adidtrict or campus.

SECTION 2A.04. Reenacts and amends Section 822.201(c), Government Code, as follows:

() Amends exidting text on items excluded from sdary and wages to include

amounts received by or on behdf of, rather than supplemental compensation received by, an
employee under Chapter 1580, rather than Article 3.50-8, Insurance Code; stipends paid to
teachers in accordance with Section 21.458, Education Code; and amounts received under the
educator excellenceincentive program under Subchapter N, Chapter 21, EducationCode. Makes
conforming changes.

SECTION 2A.06. Repeder: Section 21.357 (Performance Incentives), Education Code.
PART B. STATE GOVERNANCE

SECTION 2B.01. Amends Subchapter A, Chapter 7, Education Code, by adding Section 7.0041,
asfollows

Sec. 7.0041. COMMISSIONER OR AGENCY RULES. (8) Requiresthe commissioner, in
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performing a duty under this code, to adopt rules only if the duty requiresan actionto be takenby
rule. Requires the commissioner or the agency to otherwise act as required by this code, federa
law, or court order without adopting rules under the procedures required by Chapter 2001,
Government Code.

(b) Providesthat this section may not be construed as expanding the authority or duties
of the commissioner or the agency, or authorizing the commissioner or agency to perform
an educationa function reserved to school digtricts and open-enrollment charter schools
under Section 7.003.

(c) Requiresthe commissioner to develop aprocedure dlowing, to the extent practicable,
schooal didtricts, open-enrollment charter schoals, parents of public school students, and
educational organizations to comment on actions the commissioner or agency proposesto
take in performing a duty that does not require the adoption of rules.

SECTION 2B.02. Amends Subchapter A, Chapter 7, Education Code, by adding Sections 7.007-7.009
asfollows

Sec. 7.007. PUBLICEDUCATION INFORMATION MANAGEMENT SYSTEM (PEIMYS).
(& Requires each schoal digtrict to participate in PEIMS and to provide through that system
information required for the adminigiration of this code.

(b) Requires each school didtrict to use a uniform accounting system adopted by the
commissioner for the data required to be reported for PEIMS.

(©) Requiresthe commissioner to annualy review PEIMS and to repeal or amend rules
that require school digtricts to provide information through the PEIMS that is not
necessary. Requires the commissioner, in reviewing and revising the PEIMS to develop
certain rules, to ensure that the system meets certain requirements.

(d) Requiresthe commissioner's rules to ensure that PEIMSS links student performance
data to other related informationfor purposes of efficient and effective alocation of school
resources.

Sec. 7.008. STATEWIDE STUDENT ENROLLMENT, ATTENDANCE, AND
ACHIEVEMENT TRACKING SYSTEM. (a) Requires eachschool didrict to participatein a
systemmeeting standards approved by the commissoner to track each sudent enrolledinapublic
school in this Sate. Sets forth certain requirements for a student tracking system.

(b) Requires each school didtrict to use the student tracking system.

(©) Authorizesthe commissioner to solicit and accept grant funds to maintain the sudent
tracking system and to make the system available to school didtricts.

Sec. 7.009. CENTERS FOR EDUCATION RESEARCH. (a) Defines"center.”
(b) Authorizesthe commissoner of education and the commissioner of higher education,
inconsultation with the State Board for Educator Certification, to establishnot morethan
three centers for education research, induding research regarding the impact of federa
education programs.
(c) Setsforth certain requirements for a center established under this subchapter.

(d) Authorizes a center to be operated in accordance with a memorandum of
undergtanding among the commissoner of education, the commissoner of higher
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education, and the governing board of a public junior college, public senior college or
university, or public state college, as defined by Section 61.003. Requires any
memorandum of understanding under this subsection to providefor the center to be under
the direct, joint supervison of the commissioner of education and the commissoner of
higher education or their designees.

(e) Authorizesa center, inconducting research for the benefit of education in this state, to
use dataon student performance that the center has collected fromthe agency, the Texas
Higher Education Coordinating Board, the State Board for Educator Certification, any
public or private inditution of higher education, and any school didtrict, including data that
is confidentid under the Family Educationd Rights and Privaecy Act of 1974 (20 U.S.C.
Section 1232g). Requires a center to comply withrulesadopted by the commissioner of
educationand the commissioner of higher educationto protect the confidentidity of student
information, induding rules establishing procedures to ensure that confidential student
information is not duplicated or removed from a center in an unauthorized manner.

(f) Authorizes the commissioner of education and the commissoner of higher education
to accept gifts and grants to be used in operating one or more centers, and by rule, to
impose reasonable fees, as appropriate, on a person who uses a center's research,
resources, or facilities.

(g) Edablishesthat this section does not authorize the disclosure of student information
that may not be disclosed under the Family Educationa Rights and Privacy Act of 1974
(20 U.S.C. Section 12329).

(h) Requiresthe commissioner of educationand the commissioner of higher education to
adopt rules necessary to implement this section.

SECTION 2B.03. Amends Subchapter C, Education Code, by adding Section 7.060, asfollows:

Sec. 7.060. GIFTSAND GRANTS. Authorizesthe commissioner to accept a gift, donation,
or other contributionfor the benefit of public education and may use the contributioninaccordance
with itsterms.

SECTION 2B.04. Amends Section 7.107(b), Education Code, as follows:

(b) Regquiresat the board'sfirst regular meeting after the dection and qudification of new
members that the chair gppoint, with the advice and consent of the governor, avice char
and a secretary, rather than those officers being elected by separate votes. Makes
conforming changes.

SECTION 2B.05. Requires TEA to study the practicdity of modifying the Public Education Information
Management System(PEIM S) to permiit greater linking of sudent performance datato dl other information
submitted under the sysemonmattersthat affect student success. Requires the commissioner, based on
the study, to develop a planto improve, over the next five years, the data linkage described by this section.
Requires the commissioner, not later than December 1, 2004, to file with the legidature a report with the
commissioner's recommendation for implementing the data linkage described by this section.

SECTION 2B.06. Providesthat Section 7.0041, Education Code, as added by this Act, doesnot affect
the vdidity of an action taken by the commissioner under a rule adopted before the effective date of this
Act.

PART C. SCHOOL DISTRICT GOVERNANCE

SECTION 2C.01. Amends Section 11.059, Education Code, as follows:
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Sec. 11.059. TERMS. (@) Providesthat atrustee of an independent school didtrict servesaterm
of four years, rather than three or four years. Makes conforming changes.

(b) Requiresdectionsfor trusteesto be held on the uniform eection date in November.
Provides that the terms of one-haf of the trustees, or as near to one-half as possible,
expire every two years.

(¢) Requiresthat a board policy state the schedule onwhichspecific terms expire. Makes
conforming changes.

SECTION 2C.02. Amends Section 11.163, Education Code, by adding Subsection(d), to providethat
if, under the employment policy, the board of trustees delegates to the superintendent the final authority to
select didrict personnel the superintendent is a public officid for purposes of Chapter 573, Government
Code, only withrespect to adecisonmade pursuant to that delegation of authority; and that each member
of the board of trustees remans subject to Chapter 573, Government Code, with respect to dl district
employees.

SECTION 2C.03. Amends Section 41.001(d), Election Code, to prohibit a generd eection of officers
of an independent school didrict from being held on the February, May, or September uniform eection
date.

SECTION 2C.04. (a) Providesthat Section 11.059, EducationCode, asamended by this Act, applies
beginning with aschoal didtrict trustee dection scheduled for 2005.

(b) Requiresaschoal digtrict trustee dectionthat onthe effective date of this Act is scheduled to
be hedin 2005 or 2006 to be hdd on November 8, 2005, or November 7, 2006, except as
provided by Subsection () of this section.

(c) Providesthat if, under Subsection (b) of this section, the positions of more than one-haf of the
trustees or as near to one-hdf as possible would be scheduled for e ectionon November 8, 2005,
or November 7, 2006, the trustees holding those pogtions shdl draw lots to determine, as
appropriate, which pogtions are subject to dection in 2005 or 2006 and which are subject to
election in 2007 or 2008.

(d) Authorizes aperson to serve aterm as school didtrict trustee that islonger than the term for
whichthe personwas el ected to implement the changes madeto Section11.059, Education Code,
by this Act.

PART D. ACCOUNTABILITY

SECTION 2D.01. Amends Section 25.005(b), Education Code, to require a reciprocity agreement to
include certain procedures and include appropriate criteria developed by TEA.

SECTION 2D.02. Amends Section 28.025, Education Code, by amending Subsection (¢) and adding
Subsections (c-1)-(c-3), asfollows:

() Authorizes a person to receive a diploma if the person is eligible for a diploma under
Subsection(c-1) or Section 28.0251. Provides that in other cases, a student may graduate and
receive adiplomaonly if the student meets certain conditions.

(c-1) Requiresthe State Board of Education (SBOE) to adopt rules under which a student who

fird enrallsina public schooal inthis state inthe 10th, 11th, or 12th grade may graduate and receive
adiplomaif the student meets certain requirements.
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(c-2) Requiresthat astudent who isentitled to graduate and receive a diploma under rulesadopted
under that subsectionwho takesacourseina public school inthis state for whichan end-of-course
assessment indrument is administered under Section 39.023(c) to take that assessment instrument,
notwithstanding Subsection (c-1).

(c-3) Requires SBOE to adopt rules under Subsection (c-1) that apply to students graduating in
the 2005-2006 or a later school year. Provides that Section 7.102(f) does not apply to rules
adopted under Subsection (c-1). Provides that this subsection expires July 1, 2006.

SECTION 2D.03. Amends Section 29.081(b), Education Code, to require each district to provide
accelerated ingructionto a student enrolled in the district who hastaken an end-of-course, rather thanthe
secondary exit-level, assessment ingtrument administered under Section 39.023(c) and has not performed
satisfactorily on the assessment instrument, rather than each section, or who is at risk of dropping out of
schooal.

SECTION 2D.04. Amends Section 30.021(€), Education Code, to make conforming changes.
SECTION 2D.05. Amends Sections 39.023(a) and (c), Education Code, as follows.

(& Requires TEA to adopt or develop appropriate criterion-referenced assessment
indruments designed to assess essential knowledge and kills in reading, writing,
mathematics, socia studies, and science. Requires al students, except students assessed
under Subsection (b) or (I) or exempted under Section 39.027, to be assessed in certain
subjectsin ceratin grades.

(©) Requires TEA to aso adopt end-of-course, rather than secondary exit-level,
assessment instruments for secondary-level courses in Algebral, Algebrall, Geometry,
Biology, Chemidry, Physics, Integrated Physics and Chemigry, English I, English 11,
English 111, World Geography, World History, and United States Higtory. Deletes
language relating to specific design requirements. Makes conforming changes.  Deletes
an exemption from the requirements of Section 51.306 for a Sudent who performsat or
above a levd established by the Texas Higher Education Coordinating Board on the
secondary exit-level assessment instruments.

SECTION 2D.06. Amends Subchapter B, Chapter 39, Education Code, by adding Sections 39.0232
and 39.0233, asfollows:

Sec. 39.0232. COMPUTER-BASED ASSESSMENT. (a) Requires TEA to provide for
assessment instruments required under Section 39.023 to be designed so that those assessment
ingruments can be administered on computers and, to the extent practicable and appropriate,
require school digtricts to administer to students the computer-based assessment instruments.

(b) Requires TEA to implement Subsection (&) not later than March 1, 2006. Provides
that this subsection expires September 1, 2006.

Sec. 39.0233. COMPUTER-ADAPTIVE ASSESSMENT. (a) Requires TEA to develop
computer-adaptivediagnogti c assessment instrumentsfor subjectsfor which assessment instruments
are adopted under Sections 39.023(a), (c), and (I). Authorizes an assessment instrument
adminigtered under this section to include gatigticd sampling techniquesto measure the full range
of ill levels and curriculum.

(b) RequiresTEA, during the 2005-2006 school year, to administer asapilot project one
or more of the assessment instruments required under Subsection (). Requires TEA to
report the results of the pilot project to the legidature not later than December 1, 2006.
Provides that this subsection expires January 15, 2007.
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SECTION 2D.07. Amends Section 39.025, Education Code, as follows:

Sec. 39.025. EXIT-LEVEL PERFORMANCE REQUIRED. (a) Amends exiding text to
require that, except as otherwise provided by Section 28.025(c), astudent may not receive a high
school diploma until the student has performed satisfactorily on certain end-of -course assessment
instruments for sudents in secondary grades administered under Section 39.023(c).

(b) and (c) Make conforming changes.

(d) Providesthat Subsection (@) does not require a student to demonstrate
readiness to enrall in an inditution of higher education.

() Requires the commissoner by rule to adopt a trangtion plan to implement the
amendmentsmade by H.B. No. 1, Actsof the 78th Legidature, 4th Called Sesson, 2004,
to Sections 28.025(c), 39.023(a) and (c), and 39.051(b)(5) and this section. Requires
the rules to provide for the adminigtration of end-of-course assessment instruments
adopted under Section 39.023(c) to begin as soon as practicable but not later than the
2008-2009 school year. Sets forth procedures for the period under which the trangtion
to end-of -course assessment instruments is made.

(f) Providesthat rules adopted under Subsection(e) must require that each student who
will be subject to the requirements of Subsection () is entitled to notice of the specific
requirements gpplicable to the student. Requires notice under this subsection to be
provided not later than the date the student enters the ninth grade. Provides that
Subsection (e) and this subsection expire September 1, 2009.

SECTION 2D.08. Amends Subchapter B, Chapter 39, Education Code, by adding Section 39.0261, as
follows

Sec. 39.0261. COLLEGE PREPARATION ASSESSMENT. (a) Requireseach school digtrict
to administer a college preparati on assessment indrument to studentsingrades 8, 10, and 12 who
are enrolled in courses necessary to complete the curriculum requirements for the recommended
or advanced high school program established under Section 28.025(a), to ensurethat Sudentsare
prepared for college-level courses. Requiresthat an assessment instrument administered under this
section be part of an established, vdid, and rdiable system of nationaly normed and curriculum-
based educationd planning and achievement assessment instruments with certain characterigtics.

(b) Requires TEA to sdect and approve vendors of the specific assessment instruments
administered under this section.

() Requiresthe commissioner to make grants to school districts to prepare students for
assessment ingruments administered under this section from amounts appropriated for
purposes of this section.

(d) Requires TEA to compiletheresults of any assessment instrument administered under
this section and make the results available through the Public Education Information
Management System (PEIMYS).

(60 Requires the commissioner to provide for the implementation of this section
not later than the 2006-2007 school year. Provides that this subsection expires
July 1, 2007.

SECTION 2D.09. Amends Subchapter B, Chapter 39, Education Code, by adding Section 39.034, as
follows
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Sec. 39.034. MEASURE OFANNUAL CHANGEIN PERFORMANCEON ASSESSMENT
INSTRUMENTS. () Requiresthe commissioner by rule to adopt amethod by which TEA may
measure any change inastudent's performance from one school year to the next onan assessment
ingtrument required under this subchapter.

(b) Requires TEA to use the method adopted under Subsection (a) to compare the
student's results on the assessment indrument to the student's results on any assessment
ingrument for thet subject the student has taken during the preceding school year each
year, for each sudent who takes an assessment indrument required under Section
39.023(a), (b), or (1).

(c) Requires TEA to maintain arecord of the comparisons made under this section and
each year provide the record to the school the student attends.

(d) Requiresthecommissoner toimplement thissection not later than September 1, 2006.
Provides that this subsection expires January 1, 2008.

SECTION 2D.10. Amends Section 39.052(b), Education Code, to add arequirement that thereport card
incdude asummary of the digtrict's ggnificant noningtructiona expenditures, as determined under Section
44.0072.

SECTION 2D.11. Amends Section 39.202(b), Education Code, to require the commissioner, in adopting
uniformindicators, to identify indicators considered to be critica by the commissoner; and to indudeinthe
indicators identified under Subdivison (1) an indicator relating to adigrict's indructiona costs.

SECTION 2D.12. Amends Subchapter A, Chapter 44, Education Code, by adding Section 44.0072 as
follows

Sec. 44.0072. NONINSTRUCTIONAL EXPENDITURES. (a) Requires aschool didrict to
compute and report certain information through PEIM S to the commissioner, each fisca year.

(b) Authorizes the commissioner to determine, in a manner consistent with Section
44.0071, whether an expenditure is noningtructional.

SECTION 2D.13. Amends Section 51.3062(q), Education Code, to make conforming changes.

SECTION 2D.14. Repedler: Section 39.023(j) (Adoption and Administration of Instruments), Education
Code.

SECTION 2D.15. Provides that a reference in the Education Code to an end-of-course assessment
indrument administered under Section 39.023(c), Education Code, includes a secondary exit-leve
assessment ingrument administered under that sectionas provided by Section39.025(e), EducationCode,
as added by this Act.

PART E. BILINGUAL EDUCATION AND SPECIAL LANGUAGE PROGRAMS
SECTION 2E.01. Amends Section 28.006(j), Education Code, to make a conforming change.
SECTION 2E.02. Amends Section 29.056(g), Education Code, asfollows:

(9 Authorizes a didtrict to transfer a student of limited English proficiency out of a bilingua

education or specia language programfor the first time or a subsequent time if the student is able

to participate equdly in a regular dl-English indructiond program as determined by certain

measures, including  satisfactory performance on the reading or English language arts
assessment instrument, as gpplicable, under Section 39.023(a), with the assessment indrument
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adminigered in English, or, if the student is enrolled in the first or second grade, an achievement
score at or above the 40th percentile in the reading and language arts sections of an English
standardized test approved by TEA.

SECTION 2E.03. Amends Subchapter B, Chapter 29, Education Code, by adding Section 29.0561, as
follows

Sec. 29.0561. CONSIDERATION; REENROLLMENT. (a) Requiresthelanguageproficiency
assessment committee to consder certain factors for the first two school years after a sudent is
transferred out of abilingual education or specia language program under Section 29.056(g).

(b) Requires the language proficiency assessment committee to reevauate the student to
determine if the student should reenrall in the bilingua education or specid language
program if, during any grading period during the first two school years after a sudent is
trandferred out of a hilingud education or specid language program under Section
29.056(g), the student earns afailing grade ina subject inthe foundation curriculum under
Section28.002(a)(1). Authorizesthe committeeto arrangefor intensveingruction for the
student or to reenroll the student in the program based on the reevauation.

SECTION 2E.04. Amends Subchapter B, Chapter 29, Education Code, by adding Sections 29.065 and
29.066, asfollows:

Sec. 29.065. MEASURE OF PROGRESS TOWARD ENGLISH LANGUAGE
PROFICIENCY. Requires the commissioner by rule to develop a longitudina measure of
progress toward English language proficiency under whicha student of limited English proficiency
is evduated from the time the student enters public school until, for two consecutive school years,
the child scores at a gpedific level determined by the commissioner on the reading or English
language arts assessment ingrument, as applicable, under Section 39.023(a). Requires the
commissoner to consider certain factors.

Sec. 29.066. BEST PRACTICES. Requiresthecommissioner to determinewhich school districts
offer the mogt effective bilingua educationand specia language programs, based on the measure
of progress toward English language proficiency under Section 29.065. Requires the
commissioner, usng funds appropriated for that purpose, to determine the practicesthose didricts
use that result in sudent progress toward English language proficiency and digtribute information
concerning those practices to each school digtrict that provides a bilingud education or specia

language program.

SECTION 2E.05. Reenacts and amends Section 39.051(b), Education Code, as amended by Chapters
433 and 805, Acts of the 78th Legidature, Regular Session, 2003, as follows:

(b) Requires performance on the indicators adopted under this sectionto be compared to state-
established standards. Requires congderation of the degree of change from one school year tothe
next in performance on each indicator adopted under this section. Requiresthe indicatorsto be
based oninformationthat is disaggregated by race, ethnicity, gender, and socioeconomic status and
must include, among other factors, the measure of progress toward English language proficiency
under Section29.065, for sudentsof limited Englishproficiency, as defined by Section29.052 and
dropout rates for students who have dropped out of school after being enrolled a any timeina
bilingua education or specia language program under Subchapter B, Chapter 29. Makes
conforming changes.

SECTION 2E.06. Amends Sections 39.072(b) and (c), Education Code, to make conforming changes.

SECTION 2E.07. Amends Sections 39.073(a) and (b), Education Code, to make conforming changes.
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SECTION 2E.08. Amends Section 39.074(e), Education Code, to make a conforming change.
SECTION 2E.09. Repeder: Section 29.056(h) (Enrollment of Studentsin Program), Education Code.

SECTION 2E.10. (@) Requires TEA, not later than the 2006-2007 schoal year, to collect information
concerning the measure of progress toward English language proficiency for purposes of Section
39.051(b)(7), as amended by this Act, and the dropout rates for purposes of Section 39.051(b)(14),
Education Code, as added by this Act.

(b) Requires TEA, not later than the 2007-2008 school yesr, to include the measure of
progress toward English language proficiency under Section 39.051(b)(7), as amended
by this Act, in evduaing the performance of school digtricts, campuses, and open-
enrollment charter schools under Subchapter D, Chapter 39, Education Code.

PART F. EFFECTIVE DATE

SECTION 2F.01. () Effective date, thisarticle: September 1, 2005, except as otherwise provided by
thisAct.

(b) Providesthat Part C of this article takes effect January 1, 2005.
ARTICLE 3. PROPERTY TAXATION AND LOCAL REVENUE

PART A. LIMITATION ON CERTAIN RESIDENTIAL REAL
PROPERTY APPRAISALS

SECTION 3A.01. Amends Section 1.12(d), Tax Code, to providethat for purposes of this section, the
appraisal ratio of real property, rather than a homestead, to which Section23.23 appliesisthe ratio of the
property's market value as determined by the appraisal digtrict or gppraisal review board, as applicable,
to the market vaue of the property according to law.

SECTION 3A.02. Amends Section 23.23, Tax Code, asfollows;

Sec. 23.23. New heading: LIMITATION ON APPRAISED VALUE OF CERTAIN
RESIDENTIAL REAL PROPERTY. (a) Providesthat theappraised valueof qudified resdentia
rea property, rather than a residence homestead, for atax year may not exceed the lesser of:
(1) the market vaue of the property; or
(2) thesum of:
(A) five, rather than 10, percent of the appraised value of the property
for the last year inwhichthe property was apprai sed for taxationtimesthe
number of years since the property was last gppraised;
(B) the appraised value of the property for the last year in which the
property was gppraised; and
(©) the market vaue of dl new improvements to the property.

(b) Makes conforming changes.

(c) Providesthat the limitation provided by Subsection () takes effect as to aparcel of
qudified resdentid red property, rather than residence homestead, on January 1 of the
tax year following the firg tax year in which the owner owns, rather than qudlifies, the
property on January 1 and in which the owner qudifies the property as a residence
homestead or uses the property primarily for the owner's residentia purposes or, if the
property qudifiesas the residence homestead of the owner under Section11.13 in the tax
year in which the owner acquires the property, the limitation takes effect on January 1 of
the tax year following that tax year. Except as provided by Subsections (d) and (e), the
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limitationexpires on January 1 of the tax year following the year in which the owner of the
property ceases to own the property or ceases to qudify the property as a residence
homestead or to usethe property primarily for the owner'sresidentia purposes, rather than
whenthe limitationtook effect nor the owner's spouse or surviving spouse qudifies for an
exemption under Section 11.13. Makes conforming changes.

(d) Provides that if qudified resdentia red property subject to a limitation under
Subsection (8) qudifiesfor anexemptionunder Section11.13 when the ownership of the
property istransferred to the owner's spouse or surviving spouse, the limitationexpireson
January 1 of the tax year following the year in which the owner's spouse or surviving
spouse ceases to own the property, unless the limitation is further continued under this
subsection on the subsequent transfer to a gpouse or surviving spouse.

(e) Provides that if qudified residential rea property subject to a limitation under
Subsection (@), other than a residence homestead, is owned by two or more persons, the
limitation expires on January 1 of the tax year following the year in which the ownership
of at least a 50 percent interest in the property is sold or otherwisetransferred to aperson
other than those owners.

(f) Redesignated from existing Subsection (d). Makes conforming changes.

(9) Redesignated fromexiging Subsection(c). Redefines™new improvement” and defines
"qudified resdentid red property.”

(h) Redesignated from exigting Subsection (f). Makes a conforming change.

(i) Providesthat for purposes of gpplying the limitation provided by Subsection (&) in the
fird tax year after the 2004 tax year in which the qudified residentia red property is
gppraised for taxation:

(1) theproperty isconsidered to have been appraised for taxation in the 2004 tax
year at a market vaue equd to the appraised value of the property for that tax
year,

(2) aperson who acquired in atax year beforethe 2004 tax year resdential red
property that the personowns inthe 2004 tax year is considered to have acquired
the property on January 1, 2004; and

(3) a person who qudified the property for an exemption under Section
11.13 as the person's resdence homestead for any portion of the 2004 tax
year is considered to have acquired the property in the 2004 tax year.

() Provides that this subsection and Subsections (k)-(n) do not apply to property that
qudifies for a residence homestead exemption under Section 11.13. Requires a person
daming the limitation under Subsection (a) to apply for the limitation by filing an
gpplication with the chief appraiser of the appraisa didtrict. Requiresthe chief appraiser
to accept and gpprove or deny an application. Requiresa separate applicationto be filed
in each gppraisd didtrict to receive the limitation in that district for property appraised by
more than one appraisa didtrict. Provides that a limitation provided by Subsection (a),
once alowed, need not be claimed in subsequent years and applies to the property until
the limitation expires as provided by this section or until the person's qudification for the
limitation ends. Authorizes the chief appraiser to require a person dlowed alimitation in
aprior year to file anew application to confirm the person’s current qudification for the
limitation by delivering not later than April 1 a written notice that a new application is
required, accompanied by an appropriate application form, to the person previousy
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dlowed the limitation.

(k) Requires the comptroller, in prescribing the contents of the gpplication form for a
limitationunder Subsection(a), to ensurethat the formrequiresan goplicant to providethe
information necessary to determine the validity of the limitation clam. Prescribes the
required content of the form. Defines "driver's licensg' and "persona identification
certificate."

() Requires a person who is required to apply for alimitation under Subsection (a) to
receive the limitation for atax year to apply for the limitation not later than May 1 of that
year. Providesthat if the personfailsto timey fileacompleted gpplication, the person may
not receive the limitation for that year, except as provided by Subsection (m).

(M) Requires the chief appraiser to accept and approve or deny an application for a
limitationunder Subsection(a) for atax year after the deadline for filing the gpplicationhas
passed if the gpplication isfiled not later than one year after the ddinquency date for the
taxes on the property for that tax year. Requires the chief appraiser to notify the collector
for each taxing unit in which the property islocated if alate application is gpproved after
approva of the appraisa records by the appraisa review board. Requires the collector
to deduct fromthe person's tax bill the difference betweenthe taxesthat would have been
due had the property not qudified for the limitation and the taxes due after taking the
limitation into account if the tax has not been paid, and to refund the difference if the tax
has been paid.

(n) Requires a person who receives a limitation under Subsection (8) to notify the
appraisal office in writing before May 1 after the person's qudification for the limitation
ends.

SECTION 3A.03. Amends Subchapter B, Chapter 23, Tax Code, by adding Section 23.235, asfollows:
Sec. 23.235. LEGISLATIVE OVERSIGHT COMMITTEE. (8 Esablishes the legidative
oversght committee (LOC) on the effect of the yearly limitationon apprai sed vdue of aresidence
homestead. Sets forth the composition of the LOC.

(b) Requiresthe LOC to study the effect of alimitation of gppraised vaue of aresidence
homestead established under this subchapter on tax fairness for property ownersand ad
vaoremrevenue raised by local taxing entities. Requires the study to includeinvestigation
of the long-term economic effects of gppraisa caps.

(c) Authorizesthe LOC to request reports and other information from appraisa didtricts
relating to the limitation on appraised vaues on residence homesteads.

(d) Requiresthe LOC to study the current truthin taxation laws of thisstate and determine
thair effectiveness.

(&) Authorizesthe LOC to make specific recommendations for legidation related to this
subchapter.

(f) Requiresthe LOC to file areport with the governor, lieutenant governor, and speaker
of the house of representatives not later than December 31, 2004.

(9) Providesthat this section expires January 1, 2005.

SECTION 3A.04. Amends Section 42.26(d), Tax Code, to make a conforming change.
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SECTION 3A.05. Amends Sections 403.302(d) and (i), Government Code, as follows:
(d) Redefines "taxable vdue."
(i) Makes conforming changes.

SECTION 3A.06. Providesthat this part takes effect January 1, 2005, and applies only to the gppraisal
for ad vaorem tax purposes of residentia real property for atax year that begins on or after that date.

PART B. QUALIFICATION FOR RESIDENCE HOMESTEAD EXEMPTION

SECTION 3B.01. Amends Section 11.42(c), Tax Code, to provide that an exemption authorized by
Section 11.13, rather than 11.13(c) or (d), is effective asof January 1 of the tax year in which the person
qudifies for the exemption and gpplies to the entire tax year.

SECTION 3B.02. Amends Section 11.43(k), Tax Code, to make a conforming change.
SECTION 3B.03. Amends Section 26.10(b), Tax Code, to make conforming changes.
SECTION 3B.04. Amends Section 26.112, Tax Code, asfollows:

Sec. 26.112. New Heading: CALCULATION OF TAXES ON RESIDENCEHOMESTEAD.
(@ and (b) Make conforming changes.

SECTION 3B.05. Providesthat this part takes effect January 1, 2005, and applies only to ad valorem
taxes imposed for atax year that begins on or after that date.

PART C. SALE OF TAX RECEIVABLES

SECTION 3C.01. Amends Sultitle C, Title 8, Local Government Code, by adding Chapter 274, as
follows

CHAPTER 274. SALE OF TAX RECEIVABLES
Sec. 274.001. DEFINITIONS. Defines"dateof sale,""locd government,” and "tax receivable.”

Sec. 274.002. AUTHORITY TOSELL TAX RECEIVABLESOR UNDIVIDED INTEREST
IN TAX RECEIVABLES. (8 Authorizes aloca government to el al or any part of its tax
receivables, including an undivided interest in dl or any part of the recaivables, at any time.

(b) Providesthat asde by alocd government of atax receivable under this chapter isa
sde and not a borrowing by theloca government.

(¢) Requirestheloca government to determine the terms and conditions of asale of atax
receivable.

(d) Providesthat thesdeby alocd government of atax receivableisgoverned exclusvey
by this chapter.

Sec. 274.003. AMOUNT OF TAX RECEIVABLE; INCLUDED COSTS. Establishesthat the
amount of atax receivable sold under this chapter may indudethe origind amount of a ddinquent
ad vaorem tax plus the amounts of any penaty and interest that accrued on that ddinquent tax
under Section 33.01, Tax Code, through the date of sde that remain unpaid on the date of sde,
and the origind amount of a delinquent assessment or other charge other than a ddinquent ad
vaoremtax plus the amount of any interest that accrued onthat assessment or charge and remains
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unpaid on the date of sale.

Sec. 274.004. INTEREST AND PENALTIES ON CERTAIN TAX RECEIVABLES. (a)
Providesthat interest onatax receivable sold under this chapter accrues onthetotal unpaid amount
computed under Section274.003 at the rate of one percent for each month or portionof amonth
that the tax receivable remains unpaid after the date of sale, except as provided by Subsection(b).

(b) Providesthat after the date of sde of adelinquent ad vaorem tax receivable interest
and dl pendlties, as provided by Chapter 33, Tax Code, continue to accrue onthe unpaid
origind amount of the tax asif the tax receivable had not been sold, and inaauit to collect
the ddinquent tax, theloca government is entitled to recover the court costs and other
expenses specified by Section 33.48(a), Tax Code.

Sec. 274.005. ENFORCEMENT OF TAX RECEIVABLE. (a) Providesthat thesdeof anad
vaorem tax receivable under this chapter does not affect an existing contract for the collection of
ddinquent taxes under Section 6.30(c), Tax Code, between the loca government or an entity
acting on behdf of the local government and an attorney. Provides that performance by the
attorney under that contract includesthe collection of the ddinquent ad valoremtax by it filed on
behdf of the local government, by tax sale, or by other means, asif the tax receivable had not been
sold.

(b) Prohibitsthe locd government from sdlling anad valoremtax receivable to a person
who contrals, is controlled by, or is under commoncontrol with a private attorney under
contract to collect the reated delinquent ad valorem tax entered into under Section
6.30(c), Tax Code, or after the date of sdle of an ad vaorem tax receivable to a person,
entering into a contract under Section6.30(c), Tax Code, withan attorney who controls,
is controlled by, or is under common control with that person.

(c) Provides that in this section, control of a person includes the direct or indirect
ownership of amgjority of the voting power of that person.

Sec. 274.006. METHOD OF SALE. (a) Authorizesasde permitted by thischapter to be made
through competitive bidding or a negotiated sde.

(b) Authorizes aloca government, notwithstanding any other law to the contrary, in
determining whether and to whomto award asale of atax receivable, to take into account
any factor the local government considersto be inthebestinterest of the local government,
induding the price at which the tax receivable is offered for sde and the terms and
conditions of atax receivable purchase and sale agreement.

(c) Authorizes the locd government to enter into negotiations with one or more
prospective purchasersto determine the terms and conditions under whichatax receivable
is proposed to be sold.

Sec. 274.007. SALETHROUGH COMPETITIVEBIDDING. (a) Requiresaloca government
that electsto sall dl or part of itstax recelvables through competitive bidding to publish anotice
of itsintention to sdl the tax receivables through competitive bidding.

(b) Requiresthe notice to contain certain information.
(c) Requiresthe natice to identify separately the tax receivables intended to be sold, or
state the gpproximate number and aggregate amount of those tax receivables and that a

copy of alig of those tax receivables may be obtained from the local government on
request.
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(d) Requiresthe noticeto be published in a newspaper of generd circulation in the loca
government not later thanthe 30th day before the date designated by the local government
for the submission of bids.

(e) Authorizesthe loca government to reject any or dl bidsor to accept any combination
of bids received in a sde conducted through competitive bidding.

Sec. 274.008. SALE THROUGH NEGOTIATED SALE. (8) Requiresaloca government that
electsto sl dl or apart of its tax receivables through a negotiated sde to publish anotice of its
intention to sdll tax recaivables through a negotiated sale.

(b) Requiresthe notice to contain certain information.

(c) Requires the notice to identify separately the tax receivables intended to be sold, or
dtate the gpproximate number and aggregate amount of those tax receivables and that a
copy of alig of those tax receivables may be obtained from the loca government on
request.

(d) Requiresthe notice to be published in a newspaper of generd circulaion in the loca
government not later thanthe 30th day before the date designated by the local government
for the submission of bids.

Sec. 274.009. NOTICE TO AFFECTED PROPERTY OWNERS. (@) Prohibits a loca
government from sHling a tax receivable unless the loca government natifies the owner of the
property associated with the tax receivable, by first classmail sent to the address of record of the
owner, of the proposed sale by the locd government of the tax receivable.

(b) Requiresthe notice to be malled to the property owner not later than the 30th day
before the date of sae.

(¢) Requiresthe notice to contain certain informetion.

(d) Prohibitsthe loca government from proceeding with the sale of the tax receivable if
the property owner pays the full amount of the tax receivable associ ated withthe property
before the date of sale of the tax receivable.

Sec. 274.010. POSTPONEMENT OR CANCELLATION OF SALE AUTHORIZED. (a)
Authorizes a loca government to postpone or cancel any proposed sale of a tax receivable for
which notice has been published.

(b) Provides that a loca government is not liable for damages as a result of the
postponement or cancellation of a proposed sde of tax receivables and acause of action
does not arise from a postponement or cancellation of a proposed sde.

Sec. 274.011. PURCHASEAND SALEAGREEMENTS. (a) Authorizesaloca government
to enter into apurchase and sdle agreement with the purchaser of atax receivable sold under this
chapter.
(b) Egablishes that a purchase and sae agreement may contain any term, provision,
condition, representation, or warranty consstent with this chapter that, inthe judgment of
the loca government, is necessary or in the best interest of the loca government.

(¢) Requires a purchase and sale agreement to specify certain information.

SRC-GSM H.B. 1 78(4) Page 36 of 45



(d) Provides that a purchase and sde agreement may require the loca government to
perform certain tasks.

(e) Prohibits a purchase and sde agreement from requiring the loca government to
prohibit a person from paying the person's taxes in instalments under Section 31.031,
31.032, or 33.02, Tax Code.

(f) Prohibits a purchase and sde agreement from requiring aloca government that under
Section 31.035 or 31.036, Tax Code, permitsindividuals to perform services in lieu of
paying taxes, or that under Section31.037, Tax Code, permitsbusinessentitiesto provide
employees to perform services in lieu of paying taxes, to refran from entering into a
contract under those sections. Authorizes aloca government that enters into such a
contract to repurchase any related ad valorem tax receivable.

(90 Prohibitsa purchase and sde agreement from containing any provison that would
interfere with the right of an individua to defer or abate a it to collect a deinquent tax
under Section 33.06 or 33.065, Tax Code. Authorizes the local government to
repurchase the related tax receivable if the individua defers or abates the suiit.

(h) Prohibits a purchase and sale agreement from requiring the local government to
demand of itsofficers, employees, agents, or atorneys astandard of performance of their
gtatutory or contractud duties inthe collectionof atax receivable that is different from the
customary and reasonable standard of performance required of those persons.

Sec. 274.012. TAX RECEIVABLE CERTIFICATES; ISSUANCE AND OPERATION;
TRANSFERABILITY. (8 Requires the loca government to issue to the purchaser a tax
receivable certificate evidencing the sdle and transfer of the tax receivable to the purchaser onthe
sde by alocd government of atax receivable.

(b) Provides that a tax receivable certificate operates to transfer and assign the tax
receivable only for certain amounts.

(c) Providesthat any amount, other than an amount specified by Subsection (b), that may
be collected by the local government under Chapter 33, Tax Code, or another law is not
transferred or assigned by atax receivable certificate. Requiresthat any amount described
by this subsection that is collected be retained by the local government for digtribution in
accordance with the applicable law or, if gpplicable, the terms of a contract entered into
under Section 6.30(c), Tax Code.

(d) Authorizes the holder of atax receivable certificate to trandfer the certificate to any
other person.

(e) Egablishesthat except as otherwise agreed to in apurchase and sale agreement under
Section274.011(d)(1) or (2), the holder of atax receivable certificate holdsthe certificate
without recourse, in contract, in tort, or otherwise, agang the local government or the
officers, employees, agents, or attorneys of the local government because of a falure to
collect the related tax receivable.

Sec. 274.013. CONTENTSOF TAX RECEIVABLE CERTIFICATE. (& Requireseach tax
receivable certificate to contain atransfer and assgnment by theloca government of  the tax
receivables transferred to the purchaser and state certain information.

(b) Requires atax receivable certificate to be executed by the tax collector for the local

government or apersondesignated by the tax collector and acknowledged in the manner
required for a deed to be recorded in this state.
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(¢) Providesthat atax recelvable certificate may evidence the transfer of more than one
tax receivable relating to more than one property.

Sec. 274.014. REPLACEMENT TAX RECEIVABLE CERTIFICATES. (8) Authorizesthe
tax collector or a person designated by the tax collector to execute and issue a replacement tax
receivable certificate to the applicant or the person entitled to the origind replacement certificate,
onapplicationto the collector for aloca government accompanied by proof sufficent to show that
atax receivable certificate issued on behdf of the local government under this chapter islogt.

(b) Authorize the tax collector for the loca government, at the collector's discretion, to
require the gpplicant or other person to post a bond of indemnity in favor of the local
governmert.

Sec. 274.015. ENTITLEMENT TO PROCEEDS OF TAX SALE. (8 Provides that this
section gpplies to real property associated with a tax recelvable sold under this chapter if the
property is sold in compliance with an order of sde fallowing a st for foreclosure of a local
government'slienonthe property, regardiess of whether the suit to foreclose the lien is brought by
the loca government that sold the tax recelvable or by another local government.

(b) Establishesthat from the proceeds of a sale of the property under Section 34.01, Tax
Code, or of the resale of the property under Section 34.05, Tax Code, the holder of the
gpplicable tax recaivable certificate is entitled to receive an amount equal to the amount the
loca government that sold the tax receivable certificate would otherwise be entitled to
receive and retain for its benefit.

Sec. 274.016. DUTY OF LOCAL GOVERNMENT TO PAY OVER CERTAIN MONEY.
(8 Requiresalocd government to promptly pay over to the holder of atax receivable certificate,
or to the person designated in writing by the holder, any money received by the local government
in connection with the tax receivable evidenced by the tax receivable certificate.

(b) Requiresalocd government to pay over to its attorney, including a private attorney
retained under a contract entered into under Section 6.30(c), Tax Code, any money
received to which the attorney is entitled by virtue of a contract or otherwise, induding
certain fees and costs.

Sec. 274.017. AFFIDAVITS OF PUBLICATION AND MAILING. (8 Requireseachloca
government that sdls a tax recaivable under this chapter to obtain and preserve affidavits of the
publication and mailing of al advertisements and notices required by this chapter to be published
and mailed.

(b) Edablishes that an affidavit of publication and mailing is presumptive proof of the
related publication and mailing in any court of this date.

Sec. 274.018. PUBLIC INFORMATION. Establishes that information collected, assembled,
or maintained in connection with the sde of a tax receivable of a local government and in
connection with the issuance of atax receivable certificate under this chapter is public information
that is available to the public under Chapter 552, Government Code.

Sec. 274.019. CALCULATION OF EFFECTIVE TAX RATE AND ROLLBACK RATE.
Prohibitsthe officer or employee designated to cd culate the effective tax rate and the rollback rate
of aloca government under Section 26.04(c), Tax Code, from including the amount of any
proceeds received by the local government from the sale of atax receivable under this chapter in
meaking those caculations,

SECTION 3C.02. Amends Section 1.04(6), Tax Code, to redefine "intangible personal property” to
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indude atax recelvable under Chapter 274, Local Government Code, or atax recelvable certificateissued
under that chapter. Makes conforming changes.

PART D. REAL PROPERTY SALES PRICE DISCLOSURE
SECTION 3D.01. Amends Section 12.001, Property Code, by adding Subsections (€)-(g), as follows.

(e) Providesthat an instrument conveying real property may not be recorded under Subsection
(@) unless a certificate issued by the chief gppraiser of the gppraisal district established for the
county in which the property is located sating that the sales price disclosure report required by
Subchapter D, Chapter 22, Tax Code, has been filed with the chief appraiser is filed with the
ingrument of conveyance.

(f) Providesthat Subsection (€) does not apply to an insrument conveying red
property if the conveyance is made under certain conditions or by certain persons.

(90 Authorize the chief gppraiser of the gppraisd didtrict established for the county in which the
property is located and the county clerk by written agreement to establish a procedure for the
electronic transfer to the county clerk of the certificate required by Subsection (€). Provides that
aningrument of conveyancemay be recorded under this section without an accompanying paper
copy of the certificate required by Subsection (€) if the certificate iselectronicdly transferred to the
county clerk by the chief appraiser under a procedure established under this subsection.

SECTION 3D.02. Amends the heading to Subchapter C, Chapter 22, Tax Code, to read asfollows:
SUBCHAPTER C. REPORTS OF POLITICAL SUBDIVISION ACTIONS
SECTION 3D.03. Amends Chapter 22, Tax Code, by adding Subchapter D, as follows:
SUBCHAPTER D. REPORT OF SALES PRICE

Sec. 22.61. SALESPRICE DISCLOSURE REPORT. (&) Requiresonthesaeof rea property
the purchaser of the property or a person acting on behalf of the purchaser, except as provided
by Subsection (d), to file a sales price disclosure report with the chief appraiser of the appraisal
digtrict established for the county in which the property islocated.

(b) Providesthat a sales price disclosure report may befiled by facamile.

(c) Authorizes the sales price disclosure report to be filed withthe chief appraiser before
the sde of the property closes. Requires the person who prepared the origina report to
prepare, 9gn, and filewiththe chief apprai ser a supplementa saes price disclosurereport
updating the information that changed if any information required by the sdes price
disclosure report changes after the report isfiled with the chief appraiser. Requires the
supplementa report to be filed not later than the third day after the date the sale of the
property closed.

(d) Providesthat this section does not apply to a sdle of red property if the sdleis made
under certain conditions or by certain persons.

Sec. 22.62. SIGNATURE REQUIRED. Requires a saes price disclosure report to be sgned
by the purchaser or by the person who prepares the report.

Sec. 22.63. REPORT FORMS. (a) Requiresthe comptroller to prescribe the form and content

of asdes price disclosurereport filed under this subchapter and to ensure that each form requires
the person preparing the report to provide, a a minimum, certain information.
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(b) Prohibits aform from requiring information not relevant to the appraisal of property
for tax purposes or to the assessment or collection of property taxes.

(c) Requiresapersonwho prepares asaes price disclosure report under this subchapter
to use the appropriate form prescribed by the comptroller; and include dl information
required by the form.

Sec. 22.64. DELIVERY OF CERTIFICATE TO PURCHASER. (ad) Requires the chief
appraiser to provideto the purchaser a certificate Sating that the completed sales price disclosure
report has been filed not later than the second day after the date the salesprice disclosure report
isfiled with the chief gppraiser, except as provided by Subsection (b).

(b) Authorizes the chief appraiser to eectronicdly transfer the certificate to the county
clerk if the chief appraiser and the county clerk of the county in which the property is
located have entered into an agreement under Section 12.001(g), Property Code.
Requiresachief appraiser that eectsto dectronicdly transfer the certificateto trandfer the
certificate not later than the second day after the date the sales price disclosure report is
filed and notify the purchaser in writing that the certificate has been filed with the county
clerk.

Sec. 22.65. PUBLICIZING REQUIREMENTS. (a8 Requiresthe comptroller to publicize, in
amanner reasonably designed to come to the atention of title companies, attorneys, and property
owners, the requirements of this subchapter and of the availability of saes price disclosure report
forms.

(b) Requiresthe Texas Red Estate Commission to assist the comptroller in publicizing the
information required by Subsection (a) to title companies and attorneys.

() Requires a chief appraiser to assst the comptroller in publicizing the information
required by Subsection (@) to property ownersinthe countyfor whichthe appraisal digtrict
is established.

Sec. 22.66. CONFIDENTIAL INFORMATION. (& Providesthat a saes price disclosure
report filed with a chief appraiser under this subchapter is confidential and not open to public
ingoection.  Prohibits the disclosure of the report and the information it contains about specific
property or aspecific personto another person other thanan employee of the appraisa officewho
appraises property except as provided by Subsection (b).

(b) Authorizesdisclosureof information that isconfidential under Subsection (a) to certain
persons or under certain conditions.

(c) Provides that a person, other than a person described by Subsection (b)(2), who
legaly has accessto asaes pricedisclosure report or who legaly obtains the information
fromareport made confidentia by this section commitsan offenseif the person knowingly
commits certain acts.

(d) Establishes a defense to prosecution under Subsection (c) if the person obtained the
information from a person described by Subsection (b)(2) or a record or document
lawfully available to the public.

(&) Providesthat an offense under Subsection (€) is a Class B misdemeanor.

Sec. 22.67. IMMUNITY FROM LIABILITY. Establishesthat apersonwho prepares asaes
price disclosure report in compliance with this subchapter is not lidble to any other person as a
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result of providing the information required by this subchapter.

SECTION 3D.04. Effectivedate: (a) Providesthat thispart, except asprovided by Subsection (b) of this
section, takeseffectimmediately if thisAct receivesavote of two-thirdsof al the memberseected to each
house, asprovided by Section 39, Artide 11, Texas Condtitution. Providesthat if thisAct doesnot receive
the vote necessary for immediate effect, this part takes effect on the 91t day after the last day of the
legidative sesson.

(b) Providesthat Sections 3D.01, 3D.02, and 3D.03 of this part take effect January 1,
2005.

(c) Requiresthe comptroller of public accounts, assoon as practicable after the effective
date of this part provided by Subsection (@) of this section, but not later than January 1,
2005, to perform certain acts.

(d) Providesthat this part applies only to a sale of red property that occurs on or after
January 1, 2005.

ARTICLE 4. SALESAND USE TAXES
PART A. STATE AND LOCAL SALESAND USE TAXES

SECTION 4A.01. Amends Section 151.051(b), Tax Code, to provide that the salestax rate is seven,
rather than 6.25, percent of the sales price of the taxable item sold.

SECTION 4A.02. Amends Subchapter A, Chapter 151, Tax Code, by adding Section 151.0029, as
follows

Sec. 151.0029. BILLBOARD ADVERTISING SERVICE. (@) Defines "billboard advertisng
sarvice"

(b) Defines"billboard.”
SECTION 4A.03. Amends Section 151.0038(b), Tax Code, to redefine "newspaper.”
SECTION 4A.04. Amends Section 151.00394(b), Tax Code, to redefine "internet access service."
SECTION 4A.05. Amends Section 151.0101(a), Tax Code, to redefine "taxable services.”

SECTION 4A.06. Amends Section 151.308(a), Tax Code, to delete the exemption from the taxes
imposed by this chapter for mixed beverages, ice, or nonalcoholic beverages and the preparation or
sarvice of these itemsif the receipts are taxable by Chapter 183. Makes conforming changes.

SECTION 4A.07. Amends Section 151.315, Tax Code, to specify that water sold in aseded
container with avolume of three gdlons or lessis not exempted from the taxes imposed by this chepter.

SECTION 4A.08. Amends Section 321.501(a), Tax Code, to require the comptroller, after deducting
the taxes that are required to be deposited to the credit of the Texas education fund under Section 25,
Article VIII, Texas Condtitution, to deposit the taxes collected by the comptroller under this chapter in
trust in the separate suspense account of the municipaity from which the taxes were collected.

SECTION 4A.09. Amend Section 321.503, Tax Code, to require the comptroller, before sending any
money to amunicipality under this subchapter, to deduct two percent of the amount of the municipdity's
share of the taxes, rather than two percent of the taxes, collected within the municipdity during the
period for which a digtribution is made as the state's charge for its services under this chapter and to
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credit the money deducted to the generd revenue fund. Deletes reference to premiums payments under
Section 321.501(c).

SECTION 4A.10. Amends Section 322.303, Tax Code, to require the comptroller, before sending
any money to ataxing entity under this subchapter, to deduct two percent of the amount of the taxes
collected, rather than two percent of the amount of the taxing entity's share of the taxes collected, within
the entity area during the period for which a distribution is made as the state's charge for its services
under this chapter and shadl credit the money deducted to the genera revenue fund.

SECTION 4A.11. Amends Section 323.501(a), Tax Code, to require the comptroller, after deducting
the taxes that are required to be deposited to the credit of the Texas education fund under Section 25,
Article VIII, Texas Condtitution, to depost the taxes collected by the comptroller under this chapter in
trust in the separate suspense account of the county from which the taxes were collected.

SECTION 4A.12. Amends Section 323.503, Tax Code, to require the comptroller, before sending
any money to a county under this subchapter, to deduct two percent of the amount of the county's
share of the taxes collected within the county, rather than two percent of the amount of taxes collected
within the county, during the period for which a didtribution is made as the state's charge for its services
under this chapter and to credit the money deducted to the generd revenue fund. Deletes referenceto
premiums payments under Section 323.501(c).

SECTION 4A.13. Repeder: Repeds the following provisons of the Tax Code:

(1) Section 151.319 (Newspapers and Property Used in Newspaper Publication);
(2) Section 151.320 (Magazines); and
(3) Section 151.325 (Basic Feefor Internet Access).

SECTION 4A.14. () Providesthat there are exempted from the taxes imposed by Chapter 151, Tax
Code, the receipts from the sale, use, storage, rental, or other consumption in this state of services that
became subject to the taxes because of the terms of this part and that are the subject of awrittencontract
or bid entered into on or before the day after the last day of the 78th Legidature, 4th Cdled Session, 2004.

(b) Providesthat the exemption provided by this section expires January 1, 2007.

SECTION 4A.15. Effective date, this part takes effect January 1, 2005.

PART B. [reserved]

PART C. BOAT AND MOTOR BOAT SALESAND USE TAX

SECTION 4C.01. Amends Section 160.021(b), Tax Code, to provide that the tax rate is 7.75, rather
than 6.25 percent of the total consideration.

SECTION 4C.02. Amends Section 160.022(b), Tax Code, to provide that the tax rate is 7.75, rather
than 6.25 percent of the total consideration.

SECTION 4C.03. Effectivedate: this part: January 1, 2005.

PART D. ADMISSIONS TAX
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SECTION 4D.01. Amends Subtitle E, Title 2, Tax Code, by adding Chapter 163, as follows:

CHAPTER 163. ADMISSION TO EVENTS

Sec. 163.001. SALESTAX. (a) Providesthat atax isimposed on each sde of an admisson ticket to
an event described by Section 163.002.

(b) Providesthat the tax rate is $1 on the sdle of each ticket.

Sec. 163.002. TAXABLEEVENTS. (a) Providesthat thetax imposed under Section 163.001
goplies to an admission ticket purchased to an event as described by this section other than an
event exempted under Section 163.003.

(b) Providesthat the tax imposed under Section 163.001 gpplies to an admission ticket
purchased to certain events and locations.

Sec. 163.003. EXEMPTION. Provides that the tax imposed under Section 163.001 does not
apply to anadmissionticket purchased to anevent sponsored, produced, or afiliatedwitha public
or private primary or secondary school or a public or private inditution of higher education in this
state, induding a public junior college, asdefined by Section61.003, Education Code; or if the net
proceeds of the event are used only for a charitable purpose.

Sec. 163.004. APPLICATION OF OTHER PROVISIONS OF CODE. Providesthat except
as provided by this chapter, the tax imposed by this chapter is administered, imposed, collected,
and enforced inthe same manner as the tax under Chapter 151 isadministered, imposed, collected,
and enforced; and the provisons of Chapter 151 gpplicable to the sdes tax imposed under
Subchapter C, Chapter 151, apply to the tax imposed by this chapter.

Sec. 163.005. ALLOCATION OF TAX. Requiresthe comptroller to alocate the net revenue
from taxes imposed by this chapter to the Texas education fund.

ARTICLE 5. CIGARETTE AND TOBACCO PRODUCTS TAXES

SECTION 5.01. Amends Section 154.021(b), Tax Code, to providethat the tax ratesare$70.50, rather
than $20.50, per thousand on cigarettes weighing three pounds or less per thousand, and the rate provided
by Subdivision (1) plus $2.10 per thousand on cigarettes weighing more than three pounds per thousand.

SECTION 5.02. Amends Section 155.021(b), Tax Code, to provide that the tax rates are 3.44 cents,
rather thanone cent, per 10 or fractionof 10 on cigarsweighing three pounds or less per thousand; $25.80,
rather than $7.50, per thousand on cigars that wegh more than three pounds per thousand and sl at
factory list price, exclusive of any trade discount, specia discount, or dedl, for 3.3 cents or less each;
$37.84, rather than $11 per thousand on cigars that weigh more than three pounds per thousand, sdll at
factory ligt price, exclusve of any trade discount, specia discount, or deal, for morethan 3.3 cents each,
and contain no substantiad amount of nontobacco ingredients; and $51.60, rather than$15, per thousand
oncigarsthat weigh more than three pounds per thousand, sdll at factory list price, exclusive of any trade
discount, specia discount, or ded, for more than 3.3 cents each, and contain a substantiad amount of
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nontobacco ingredients.

SECTION 5.03. Amends Section 155.0211(b), Tax Code, to provide that the tax rate for tobacco
products other than cigarsis 40, rather than 35.213, percent of the manufacturer'slist price, exclusive of
any trade discount, special discount, or dedl.

SECTION 5.04. Effective date, thisarticle: January 1, 2005.

ARTICLE 6. TELECOMMUNICATIONS INFRASTRUCTURE FUND

SECTION 6.01. Amends Section 57.048, Utilities Code,by amending Subsections(c) and (d) and adding
Subsections (f)-(i), asfollows:

(c) Providesthat the total amount deposited to the credit of the fund, excluding interest
and loan repayments, may not exceed $2, rather than $1.75, billion. Requires the
comptroller, notlater than August 31 of eachyear, to determine the total amount, exduding
interest and loanrepayments, that has been deposited to the credit of the fund during that
fisca year and the preceding fiscal years. Requires the comptroller, if the comptroller
determines that a total of $1.75, rather than $1.5, billion or more, excluding interest and
loan repayments, has been deposited to the credit of the fund, to impose the assessment
during the next fiscd year at a rate that the comptroller estimates is sufficient to produce
the amount necessary to result in the deposit in the fund of atotal of not more than $2,
rather than $1.75, billion, excluding interest and loan repayments.

(d) Providesthat the comptroller may not collect the assessment during afiscd year if the
comptroller determinesafter the yearly review that the total amount deposited to the credit
of the fund during that fiscal year and the preceding fiscd yearsis $1.99, rather than$1.74,
billionor more, exduding interest and loanrepayments, and it is not possible to imposethe
assessment during the next fisca year at a practical rate without collecting morethanatotal
of $2, rather than $1.75, billion, excluding interest and loan repayments.

(f) Authorizesacertificated tdlecommunicationsutility, notwithstanding any other provison
of this title, to recover from the utility's customers an assessment imposed on the utility
under this subchapter after the total amount deposited to the credit of the fund, excluding
interest and loan repayments, is equa to $1.5 billion, as determined by the comptroller.
Authorizes a certtificated tdecommunications utility to recover only the amount of the
assessment imposed after the total amount deposited to the credit of the fund, exduding
interest and loan repayments, is equd to $1.5 hillion, as determined by the comptraller.
Authorizes the utility to recover the assessment through amonthly billing process.

(9) Requiresthe comptroller to publish in the Texas Register the date on which the total
amount deposited to the credit of the fund, exdudinginterest and loan repayments, isequal
to $1.5 hillion.

(h) Regquiresacertificated telecommunications utility that wantsto recover the assessment
under Subsection (f), not later thanFebruary 15 of eachyear, to file withthe Public Utility
Commisson(PUC) andfidavit or affirmationstating the amount that the utility paid tothe
comptroller under this sectionduring the previous caendar year and the amount the utility
recovered from its cusomers in cumulative payments during thet year.
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(i) ReguiresthePUC to maintainthe confidentidity of information thecommisson receives
under thissectionthat is dlaimed to be confidentia for competitive purposes. Providesthat
the confidentid information is exempt from disclosure under Chapter 552, Government
Code.

SECTION 6.02. Amends Section 57.051, Utilities Code, is amended to read as follows:

Sec. 57.051. SUNSET PROVISION. Provides that the Telecommunications Infrastructure
Fund, rather than board, is subject to Chapter 325, Government Code (Texas Sunset Act).
Provides that unless continued in existence as provided by that chapter, this subchapter expires
September 1, 2007, rather than in 2005. Makes conforming changes.

SECTION 6.03. (8) Effectivedate: Providesthat this article takes effect on the date the congtitutiond
amendment proposed by H.J.R. No. 1, 78th Legidature, 4th Caled Session, 2004, takes effect.

(b) Providesthat if, on the effective date of this article, the assessment prescribed by Section
57.048, Utilities Code, is imposed at a rate of less than 1.25 percent, the comptroller shall,
effective January 1, 2005, reset the rate of the assessment to 1.25 percent.

ARTICLE 7. EFFECTIVE DATE

SECTION 7.01. (a) Effectivedate: Provides that except as otherwise provided by this Act, this Act
takes effect January 1, 2005, but only if the congtitutiona amendment proposed by H.J.R. No. 1, 78th
Legidature, 4th Called Session, 2004, is approved by the voters. Providesthat if that amendment is not
approved by the voters, this Act has no effect.

(b) Provides that this subsection and Section 2B.05 of this Act take effect September 1, 2004,
regardless of whether the condtitutiona amendment proposed by H.J.R. No. 1, 78th Legidature,
4th Called Session, 2004, is gpproved by the voters.
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