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SOMETHING OLD, SOMETHING NEW,  
SOMETHING BORROWED, SOMETHING BLEW 

 

Supplemental Bills Could Add $2.5 Billion in General Revenue to 2006-07 
Budget to Patch Holes, Undo Payment Delays, and Pay for Hurricane 

Costs, Yet STILL Leave GR Spending Below 2002 Levels 
 
Senate Bills 13 (Duncan) and 16 (Ogden) are scheduled for a public hearing by the Senate Finance 
Committee on Monday, April 24, at 9:30 a.m. Even though the governor’s call for the third special 
session is still limited to “school district property tax relief; modifying the franchise tax, motor vehicle 
sales and use tax, and tobacco product taxes, and an appropriation to the Texas Education Agency,” 
SB 13, 16, and other bills filed by legislators make it clear that other important matters will have to be 
resolved before the end of the 2006-07 budget cycle.  
 
The supplemental funding and other items in SB 13 and 16 as introduced call for $2.5 billion (a 4% 
increase) in General Revenue to cover already-purchased school textbooks, fund social services 
restorations and shortfalls, undo budget-balancing maneuvers used in 2003 and 2005, and address 
Hurricane Katrina and Rita costs. While the cost of supplemental items may seem large, adding them 
to the state budget would still have Texas spending less General Revenue per resident than it did in 
2002, before devastating budget cuts were made. This Policy Page provides more information about 
the supplemental needs, all of which should be given a higher priority than the unaffordably large, 
unsustainable property tax reductions that some state officials are proposing in the special session.     
 

What’s in SB 13? 
 

This legislation would add $50 million in 
General Revenue for fiscal 2007 to fund state 
retirement contributions for teachers and other 
public school employees, a benefit overseen 
by the Teacher Retirement System. (HB 73, 
by Eiland, has $300 million for this.)   
 

And in SB 16?   
 

SB 16 has three major parts. The first 
authorizes appropriations to K-12 and higher 
education, health and human services, and 
other state agencies to deal with budget 
needs that remained or emerged after the 
general and special sessions in 2005. The 
need to add some of these items, such as 
textbooks, to the budget has been recognized 
by state officials for almost a year now; others 
are detailed for the first time in SB 16.  
 
Sections 1 through 14 of the bill fund the 
following increases for 2006-07:  
 

 General 
Revenue 

Fed./ 
Other 

K-12 Textbooks $294.5  
Nursing Home Rate Increase  211.2 316.8 
Less favorable match rate for 

Medicaid, CHIP in 2007 
136.3  

Integrated Eligibility and 
Enrollment System (HHSC) 

85.9 85.9 

Increased capacity at state 
mental health hospitals 

34.0 7.7 

School of Medicine, Texas 
Tech HSC El Paso  

20.5  

Foster care, adoption, and 
relative caregiver payments  

19.6 40.5 

Personal needs allowance 
for nursing home residents  

10.7 10.7 

Vocational rehabilitation  5.2 19.3 
Rangel Pharmacy College, 

Texas A&M HSC  
5.0  

Sex Offender Apprehension, 
Attorney General’s Office 

3.4  

Adjutant General (Military) 2.5  
Commission on the Arts  0.3  
TOTAL (in millions) $829.0 $481 
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Long-known and long-term care needs: 
Textbook funds; nursing home rate increases; 
restoring nursing home residents’ personal 
needs allowance to $60 a month from its 
current level of $45; funding for the medical 
and pharmacy schools; and funding for the 
Adjutant General and the Arts Commission 
were all part of the governor’s August 2005 
budget execution proposal. That proposal 
expired before it could be acted on by the 
Legislative Budget Board.  
 
The nursing facility rates authorized in SB 16 
would be 11.75% higher than rates in state 
fiscal year 2005. This increase would leave 
nursing home providers better off than they 
were after the rate cuts made in 2003, though 
the increase is still only about half what state 
officials have estimated would be needed to 
keep up with inflation and actual costs of care.    
 
The nursing home rate increases, personal 
needs allowance restoration, and increased 
mental health hospital capacity received the 
stamp of approval of the Speaker and 
Lieutenant Governor in mid-February 2006.  
SB 16 would actually provide new money to 
fund these changes, rather than relying on  
transfers or “spending forward” from fiscal 
2007 appropriations. 
 
FMAP Not as Good as Assumed: The less 
favorable match rate, officially known as the 
Federal Medical Assistance Percentage 
(FMAP), affects the funding of Medicaid, 
CHIP, foster care, and various related 
programs. The original budget (SB 1, Regular 
79th Session) assumed that the  federal fiscal 
year’s 2007 FMAP would translate to a federal 
share of 61.55% for most Medicaid costs, and 
the enhanced FMAP for CHIP would be 
73.09%. The actual rates, announced in 
November 2005, turned out to be 60.78% for 
Medicaid and 72.55% for CHIP.  
 
HHS Call Center/Eligibility Determination: 
The supplemental appropriation for integrated 
eligibility and enrollment postpones and 
reduces the massive staff layoffs called for in 
the state budget in association with the Health 
and Human Services Commission’s new 
system for enrolling needy Texans in 
Medicaid, Food Stamps, cash assistance, and 
other “safety net” programs. HHSC originally 

planned to implement the new system by the 
end of 2006 and replace thousands of state 
eligibility workers with privately run call 
centers.  An HHSC rider (Rider 51) in SB 1 
requires that HHSC reduce staffing by at least 
829 positions in fiscal 2006 and another 3,980 
in fiscal 2007 in conjunction with the new 
system. SB 16 as introduced, if approved, 
would lift the HHSC’s staffing cap by 851 
positions in fiscal 2006 and another 1,305 
positions in 2007.  
 
Rider 51 also assumed a savings (budget 
reduction) from implementing call centers of 
$65 million in GR and $76 million in federal 
funds. SB 16 eliminates the need for HHSC to 
achieve savings this biennium by adding $86 
million in GR and $86 million in federal funds 
back into the agency’s budget for integrated 
eligibility and enrollment. Combined, SB 16’s 
addition of staff and funding reduces the 
pressure on HHSC to implement the new 
eligibility system this biennium, which will 
prevent the premature rollout of a system that 
has performed poorly in a two-county pilot 
area since January of this year. 
  
Second Major Element of SB 16: Paying for 
Today’s Costs Today, Rather than 
“Borrowing” From the Future 
 
Instead of using the “accrual” method in which 
expenses are recognized when an obligation 
is incurred, Texas state budgeting is done on 
a “cash” basis, which recognizes when a 
payment was actually made. This means that 
state officials can help “balance” the budget 
by postponing the timing of large payments (or  
speeding up revenue collections) scheduled to 
occur near the end of the budget period.  
 
For example, decades ago, state employees 
were paid on the last day of the month, until 
legislators in a budget squeeze realized they 
could “save” the state hundreds of millions of 
dollars by issuing pay warrants on September 
1 rather than August 31 (the last day of the 
fiscal year). Today, undoing this one-day shift 
would have a budget impact of more than 
$600 million.  
 
Texas is not the only state that uses 
accounting maneuvers like this; many states 
in financial straits resort to similar “smoke and 
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mirrors” budgeting because it reduces the 
need for painful spending cuts or raising 
taxes. The main problem is that most 
accounting gimmicks can only be used once, 
unless future legislatures have the discipline 
and enough unallocated revenue to restore 
payments and collection dates to their 
normally scheduled dates—allowing the 
gimmicks to be used again during the next 
economic downturn and revenue shortfall. 
 
Unfortunately, Texas rarely undoes gimmicks, 
and instead does its best to come up with new 
ones: the largest one in recent history is the 
2003 legislature’s postponement of $800 
million in payments to school districts from the 
2004-05 budget to the 2006-07 biennium (HB 
3459, 78th Regular Session).   
 
Sections 20 to 26 of SB 16, recognizing that 
the state’s better-than-expected revenue 
forecast will not last forever, would undo 
various delayed payments authorized by prior 
legislators. The General Revenue amounts 
required to undo these delays, and the effect 
on federal funds (where applicable), is shown 
below: 
 
 General 

Revenue 
Federal 

Restore timing of 
Foundation School 
Program entitlement 
payments to Category 2 
and Category 3 Districts 

$800.0*  

August 2007 payment to 
various long-term care 
providers**, Dept. of 
Aging and Disability 
Services (DADS) 

140.0 360.0 

August 2007 payment to 
Medicaid managed care 
providers for Children & 
Medically Needy (HHSC) 

52.7 81.9 

August 2007 payment for 
foster care (DFPS) 

12.4 21.9 

August 2007 payment for 
Mental Retardation 
Community Services 

5.5  

August 2007 payment for 
CHIP (HHSC) 

5.0 12.9 

TOTAL (in millions) $1,015.6 $476.6 
*SB 16 appropriates $800,000, not $800 million, for this 
purpose, but this analysis assumes that a drafting error 
was made and that the higher amount will be in the 
committee substitute. 

** Payments to providers of Primary Home Care, 
Community Attendant Services, Day Activity and Health 
Services, Community-Based Alternatives, Home and 
Community-Based Services, Community Living 
Assistance (CLASS), nursing facilities, Medicare skilled 
nursing facilities, hospice care, Promoting Independent 
Services, and Intermediate Care Facilities-MR 
 
Third Part:  Pay for Hurricane Katrina and 
Rita Costs 
 
Sections 15 to 19 of SB 16 appropriate state 
and federal funds to cover costs that Texas 
will incur in the 2006-07 budget as a result of 
the Fall 2005 hurricanes that ravaged the Gulf 
Coast. Some costs have already been 
reimbursed by the federal government and 
more federal aid could be forthcoming, but 
Texas will still end up spending a significant 
amount of General Revenue to fund services 
provided to Louisiana residents who sought 
refuge here—particularly ongoing health care 
needed by those who have made the Lone 
Star State their permanent home. Other costs, 
such as repairs to damaged state government 
buildings, will only be one-time expenses. The 
table below shows the appropriations 
authorized in SB 16 for hurricane-related 
damage and services.   
 
 General 

Revenue 
Federal 

Foundation School 
Program costs of 
educating 38,000 K-12 
students displaced by 
Hurricane Katrina 

$358.0  

Medicaid acute care and 
prescription drugs for 
persons affected by 
Katrina & Rita 

193.5 290.3 

Repairs to Lamar Univ.-
Beaumont, Lamar Inst. of 
Technology, and Lamar 
University-Orange for 
Rita damage  

33.5  

Medicaid long-term care 
services for persons 
affected by Katrina & Rita 

28.0 42.1 

Medicaid-funded mental 
health care for persons 
affected by Katrina & Rita 

1.6 2.4 

TOTAL (in millions) $614.6 $334.8 
 
Section 27 of SB 16 would prevent “double 
recovery,” or the possibility that both federal 
funds and state GR would be granted to an 
agency for the same hurricane costs. 
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Big Numbers, Until You Put Them in the 
Proper Context 
 
The grand total of additional appropriations 
authorized by SB 13 and 16 comes to $2.5 
billion in General Revenue (well below the 
allowable remaining increase of $3.6 billion 
required by the constitutional spending cap in 
Article VIII), plus $1.3 billion in federal and 
other non-GR funds. These increases may 
sound alarmingly large to those who were 
already concerned about a state budget that 
hit $64.1 billion in General Revenue, or $138 
billion in All Funds, after last year’s regular 
session and two special sessions. But the GR 
increase would only be 4%; the All-Funds 
budget would grow by even less, or 2.8%.  
 
Furthermore, the annual amount of General 
Revenue spent per Texas resident would 
average only $1,432 in 2006-07 if SB 16 were 
approved as described in this analysis. This is 
still well below the inflation-adjusted $1,610 
per capita that Texas spent in 2002, before 
billions of dollars were cut out of a state 
budget that was already the most spartan in 
the nation (50th per capita).  
 
Finally, $1 billion—or 40%—of the GR that 
would be added by the supplemental bills is 
not new spending at all, but merely the cost of 
repaying the ‘IOUs’ written by past legislators.  
 
Governor’s Call  
 
With the governor’s call for the special session 
currently limited only to school finance and 
state tax changes, legislators may only be 
able to deal with the $1.5 billion (GR) of the 
SB 16 spending items that are Texas 
Education Agency appropriations: the $295 
million for textbooks, the $358 million to 
educate Katrina evacuee children, and the 
$800 million delayed Foundation School 
Program payment. However, even if they 
decide to postpone the other, non-TEA budget 
items to the next regular session, legislators 
have been made aware that using all of the 
$8.2 billion in unallocated revenue on a short-
term school finance fix will create problems 
throughout the budget.    
 

S.B. 15 Also on Senate Finance 
Committee’s April 24 Agenda 
 
Senator Ogden has filed another bill that is 
scheduled for a hearing this coming Monday:  
SB 15 would make a $1.468 billion General 
Revenue appropriation to the Permanent 
Higher Education Fund (PHEF), which is 
currently worth about half a billion dollars. 
PHEF was created in fiscal 1996 as a 
permanent endowment for public universities 
and other higher education institutions not 
eligible for support from the $9-billion-plus 
Permanent University Fund.*  (The PUF 
benefits most, but not all, institutions in the 
University of Texas (UT) and Texas A&M 
systems.)  
 
If SB 15 were enacted, the balance of the 
PHEF would exceed $2 billion, allowing 
investment income to be distributed to the 
eligible institutions for the first time since 
PHEF was created. This would help provide 
some new revenue for higher education, along 
with continued tuition and fee increases, that 
would help colleges and universities deal with 
rising enrollments and costs.  
 
Higher education funding is another important 
matter that is not yet on the call of the special 
session.  If the governor chooses to expand 
the call, Senator Ogden’s approach in SB 15 
is a prudent one in that it makes a one-time 
investment in an endowment, rather than 
creating an ongoing and growing budget item 
like school property tax reduction that would 
have to compete for General Revenue the 
next time around.    
 
* PHEF benefits East Texas State University, including 
Texarkana; Lamar University including Orange and Port 
Arthur; Midwestern State; University of North Texas; 
University of Texas-Pan American including UT-
Brownsville; Stephen F. Austin State University; Texas 
College of Osteopathic Medicine; Texas State University 
System Administration; Angelo State; Sam Houston 
State; Texas State; Sul Ross State including Uvalde 
Study Center; Texas Southern University; Texas Tech; 
Texas Tech University Health Sciences Center; Texas 
Woman's University; University of Houston System 
Administration; University of Houston (UH); UH-Victoria; 
UH-Clear Lake; UH-Downtown; Texas A&M-Corpus 
Christi; Texas A&M International University; Texas A&M-
Kingsville; West Texas A&M; and Texas State Technical 
College System and its campuses, but not TSTC 
extension centers or programs.

 

To make a donation, sign up for E-Mail Updates, or see our work, visit www.cppp.org. 


