Election Results, November 6, 2001

Texas voters approved all 19 constitutional amendments proposed on the November 6, 2001, ballot.
Official results released by the secretary of state are shown below. Including these amendments, voters
have approved 409 amendments to the Texas Congtitution since its adoption in 1876. The House Research
Organization Focus Report that follows analyzes all 19 amendments proposed in 2001.

Proposition 1: Relinquishing state interest in land in

Bastrop County
FOR
AGAINST

74.4%
25.6%

596,765
205,499

Proposition 2: Bonds for access roads to border

colonias
FOR
AGAINST

507,357
318,447

61.4%
38.6%

Proposition 3: Ad valorem tax exemption for raw cocoa
and green coffee held in Harris County

FOR 411,339 51.5%

AGAINST 386,931 48.5%

Proposition 4: Increasing term of fire fighters’ pension
commissioner
FOR

AGAINST

583,552
226,350

72.1%
27.9%

Proposition 5: Allowing cities to donate used firefighting

equipment to foreign countries
FOR 595,707
AGAINST 239,139

71.4%
28.6%

Proposition 6: Requiring governor to call special
legislative session to appoint presidential electors when
outcome is in doubt
FOR
AGAINST

507,716
308,643

62.2%
37.8%

Proposition 7: $500 million in bonds for veterans’

housing loans and cemeteries
FOR 611,943
AGAINST 207,484

74.7%
25.3%

Proposition 8: General obligation bonds for state
agency construction and repair projects
FOR 509,148 62.5%
AGAINST 305,265 37.5%

Proposition 9: Canceling special election if legislative

candidate is unopposed
FOR 557,707
AGAINST 267,724

67.6%
32.4%

Proposition 10: Ad valorem tax exemption for goods in
transit
FOR
AGAINST

499,514
293,764

63.0%
37.0%

Proposition 11: Allowing school teachers to receive
pay for serving on local government boards

FOR 547,588 66.5%

AGAINST 275,575 33.5%

Proposition 12: Eliminating duplicative and obsolete
provisions from the Constitution
FOR 619,945
AGAINST 189,541

76.6%
23.4%

Proposition 13: Allowing school districts to donate old
schoolhouses for historic preservation

FOR 658,463 80.4%

AGAINST 160,048 19.6%

Proposition 14: Ad valorem tax exemption for travel
trailers
FOR
AGAINST

408,481
378,557

51.9%
48.1%

Proposition 15: Creating a highway bond fund and

allowing state spending on toll roads
FOR 543,759
AGAINST 259,188

67.7%
32.3%

Proposition 16: Shortening waiting period for home
improvement liens, allowing homestead liens for
manufactured homes
FOR
AGAINST

453,021
318,517

58.7%
41.3%

Proposition 17: Settling land-title disputes between the
state and private landowners
FOR 512,163
AGAINST 284,918

64.3%
35.7%

Proposition 18: Consolidating and standardizing court
fees
FOR
AGAINST

647,439
151,213

81.1%
18.9%

Proposition 19: Additional $2 billion in general obliga-
tion bonds for water projects
FOR 506,077
AGAINST 287,339

63.8%
36.2%

Source: Secretary of State’s Office.
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mending the Constitution

Texasvotershave approved 390 amendmentsto the state Constitution sinceitsadoptionin
1876. Nineteen more amendments will be proposed at the general election on Tuesday,
November 6, 2001.

Joint resolutions

The Legislature proposes constitutional amendmentsin joint resolutions that originate in
either the House or the Senate. For example, Proposition 1 on the November ballot was
proposed by House Joint Resolution (HJR) 52, introduced by Rep. Robby Cook and
sponsored inthe Senate by Sen. Ken Armbrister. Art. 17, sec. 1 of the Constitution requires
that ajoint resolution be adopted by at |east atwo-thirds vote of the membership of each
house of the L egislature (100 votesin the House of Representatives, 21 votesin the Senate)
to be presented to voters. The governor cannot veto ajoint resolution. Amendments may
be proposed in either regular or special sessions.

A joint resolutionincludesthetext of the proposed constitutional amendment and specifies
an el ection date. Whileajoint resol ution may include morethan one proposed amendment,
each proposition on the November 2001 ball ot was proposed by a separate resolution. The
secretary of state conducts arandom drawing to assign each proposition aballot number if
more than one proposition is being considered.

If voters rgject an amendment proposal, the Legislature may resubmit it. For example, a
proposition authorizing $300 million in general -obligation bondsfor college student loans
was rejected at an August 10, 1991, election, then was approved November 5, 1991, after
being readopted by the Legislature and resubmitted in essentialy the same form.
Proposition 3 on the November 2, 1999, ballot, eliminating duplicative and obsolete
provisions of the Constitution, also repealed requirements for disclosing Texas Growth
Fund investments in South Africa or Namibia, which had the same intent as proposals
rejected by the votersin 1995 and 1997.

Ballot wording

The ballot wording of a proposition is specified in the joint resolution adopted by the
L egislature, which has broad discretion concerning thewording. In rejecting challengesto
the ballot language for proposed amendments, the courts generally have ruled that ballot
language is sufficient if it describes the proposed amendment with such definiteness and
certainty that voters will not be misled. The courts have assumed that voters become
familiar with the proposed amendments before reaching the polls and that they do not
decide how to vote solely on the basis of the ballot language.
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Election Date

The Legislature may call an election for voter consideration of proposed constitutional
amendmentson any date, aslong asel ection authoritieshave enoughtimeto providenotice
to the voters and print the ballots. Most proposals are submitted at the November general
elections held in odd-numbered years. In 1997, however, the Legislature submitted, and
voters approved, HIR 4, aproposal to raise the homestead exemption for school property
taxesand to alow transfer of the 65-and-over tax freezeto anew homestead, at an election
held on August 9, 1997. In 2001, the Legidlature adopted a proposed amendment, HIR 2
by Chisum, et al./Madla, allowing countiesto declare the office of constable dormant, that
will not be submitted to the voters until the November 5, 2002, election.

Publication

Texas Constitution, Art. 17, sec. 1 requiresthat abrief explanatory statement of the nature
of each proposed amendment, along with the ballot wording for each, be published twice
in each newspaper inthe statethat printsofficial notices. Thefirst notice must be published
50 to 60 days before the el ection. The second notice must be published on the same day of
the subsequent week. Also, the secretary of state must send a complete copy of each
amendment to each county clerk, who must post it in the courthouse at | east 30 days prior
to the election.

The secretary of state prepares the explanatory statement, which must be approved by the
attorney general, and arranges for the required newspaper publication. The average
estimated total cost of publication twice in newspapers across the state is $80,000,
according to the Legidlative Budget Board.

Enabling legislation

Some constitutional amendments are self-enacting and require no additional legislationto
implement their provisions. Other amendments grant general authority to the Legislature
to enact legidation in a particular area or within certain guidelines. These amendments
require”enabling” legidationtofill inthe details of how the amendment will operate. The
L egidlature often adopts enabling | egislation in advance, making the effective date of the
legislation contingent on voter approval of a particular amendment. If voters reject the
amendment, the legislation dependent on the constitutional change does not take effect.

Effective date

Consgtitutional amendments take effect when the official vote canvass confirms statewide
majority approval, unlessalater date is specified. Statewide election results are tabul ated
by the secretary of state and must be canvassed by the governor 15to 30 daysfollowing the
election.
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revious Election Results

Analyses of these November 1999 ballot proposals appear in House Research Orga-
nization Report No. 76-16, Constitutional Amendments Proposed for November 1999

Ballot, August 31, 1999.

Proposition 1: Specifying succession for the
governor and lieutenant governor
FOR 692,455 74.1%
AGAINST 241,831 25.9%

Proposition 2: Revising provisions authorizing
reverse mortgages
FOR 583,884 64.2%
AGAINST 325,162 35.8%

Proposition 3: Eliminating duplicative and

obsolete provisions from the Constitution
FOR 720,085 76.8%
AGAINST 217,856 23.2%

Proposition 4: Defining charitable organizations
and uses exempt from property taxes
FOR 483,674 51.8%
AGAINST 450,357 48.2%

Proposition 5: Allowing state employees to be

paid for service on local government boards
FOR 427,043 45.4%
AGAINST 513,295 54.6%

Proposition 6: Increasing the maximum size of
an urban homestead to 10 acres
FOR 635,020 67.5%
AGAINST 306,390 32.5%

Proposition 7: Authorizing garnishment of
wages to enforce spousal maintenance
FOR 644,742 67.4%
AGAINST 311,561 32.6%

* Proposition 8: Providing that the adjutant
general serves at the pleasure of the governor
FOR 430,356 47.3%
AGAINST 478,706 52.7%

Proposition 9: Creating a judicial compensation

commission
FOR 369,235 40.9%
AGAINST 533,061 59.1%

* Proposition 10: Providing that the health and

human services commissioner serves at the
pleasure of the governor
FOR 439,505 47.9%
AGAINST 478,875 52.1%

Proposition 11: Allowing political subdivisions
to buy nonassessable property and casualty
insurance
FOR 566,408 62.2%
AGAINST 343,980 37.8%

Proposition 12: Exempting from ad valorem
taxation vehicles leased for personal use
FOR 530,181 57.1%
AGAINST 398,705 42.9%

Proposition 13: Authorizing $400 million in

general-obligation bonds for student loans
FOR 674,249 71.0%
AGAINST 275,392 29.0%

Proposition 14: Allowing state boards to have

an odd number of three or more members
FOR 664,727 73.2%
AGAINST 243,307 26.8%

Proposition 15: Authorizing agreements to

convert separate property to community property
FOR 637,087 67.4%
AGAINST 308,342 32.6%

Proposition 16: Changing county population
limits for JP and constable precincts
FOR 579,777 64.1%
AGAINST 325,183 35.9%

Proposition 17: Revising Permanent University
Fund distribution and investment

FOR 553,859 61.2%
AGAINST 350,718 38.8%
* Faijled

Source: Secretary of State’s Office.

Page 4

House Research Organization



Relinquishing state interest in land
in Bastrop County

(HJR 52 by Cook/Armbrister)

Texas Constitution, Art. 7, sec. 4, regulating the sale of Permanent School Fund (PSF)
land, provides that “the Legidature shal not have the power to grant any relief to
purchasersthereof,” thuslimiting theL egislature’ sability totransfer public school land for
less than its fair market value.

Under alaw dating to 1836, settlers had the right to survey land they wanted to claim or
purchase, but the state retained all land not specifically claimed in those surveys. In 1900,
all unpatented Texasland that was not held or dedicated for other purposes reverted to the
School Land Fund, overseen by the General Land Office (GLO).

A “vacancy” isapiece of unsurveyed land that is property of the PSF and not part of any
patented survey. In 1925, avacancy was discovered in Bastrop County as part of the A.P.
Nance Survey of 221 acres. Thetract isastrip of land 400 feet wide and about four miles
long outside Elgin. The Nance Survey was completed and filed with the county and with
the GL O, which neither accepted nor rejected the survey. The 221-acre tract isamong the
741,000 acres of surveyed, unsold school land held in the GLO “scrap file,” so called
becauseit storesapplicationsto buy “ scraps’ of |and between existing surveys. Most of the
16,000 scrap filesrecord applicationsto buy unsurveyed land, but the Nance Survey tract
fallsinasmall category of vacant, surveyed land.

Some of the adjoining landowners bought portions of the Nance Survey tract, and others
have occupied, fenced, and paid taxes on portions of the PSF land. In 1999, the GLO
resurveyed the Nance Survey and identified owners occupying PSF land. In 2000, several
title companies paid the PSF the fair market value of the land to resolve adispute with 11
people who held 21.16 acres and had bought title insurance. Another person was offered
an opportunity to clear thetitle but chose not to do so. Still unresolved isthe status of 127
acresheld by 20 people. Theremainder of the Nance Survey tract iscounty roads, railroad
lines, and land held by the Texas Department of Transportation (TXDOT).

In 1981, 1991, and 1993, Texasvotersamended the constitution to remedy title defectsfor
certain landowners. These amendmentsallowed the GLO toissue patents— original titles
to land granted by the state — to qualified applicants whose land titles were defective.

Digest

Proposition 1 would amend Art. 7, sec. 2A of the Constitution to relinquish the state’s
surface interest in the disputed tracts in the Nance Survey in Bastrop County. The
amendment would not includethe TxDOT land or the county roadsand railroad lines. The
state would retain any mineral interest in the land.

Proposition 1 would cancel any outstanding land award or |and-payment obligation owed
to the state and would provide that any such previous payments may not be refunded. The
amendment would direct the GLO to issue patents to those landowners without requiring

1
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1

Proposition

afiling or patent fee. The proposal would be self-executing upon voter approval of the
amendment and would not require separate enabling legislation.

The ballot proposal reads:. “ The constitutional amendment providing for clearing of land
titles by the release of a state claim of itsinterest to the owners of certain land in Bastrop
County.”

Supporters say

Proposition 1 is needed to clear the title to land held by innocent parties, resolve an
inequity, and save the state an expensive court fight. It would be astraightforward and fair
way to resolve acomplicated land disputein which it isunclear whether landownerswere
aware they were occupying stateland. Thosewho have built their homesand paid taxeson
the property should not be penalized for a surveying mistake made more than 100 years

ago.

Thisamendment would savethe state money inthelong run, largely by saving the expense
of prolonged litigation. It isdifficult to assign a monetary value to the state’ s decision to
treat theremaining landownersin afair and equitable manner. Currently, thelandshaveno
mineral leases and produce no income for the PSF, and the state would retain the mineral
interest in the land transferred.

Thetitle companies should have alerted the claimants to the possible title problemswhen
research was doneregarding land sales and other transactionsinvolving the Nance Survey
tracts. It was not unreasonable for the title companies to make restitution to the property
owners and the PSF in this unique situation, but the state should take some other measure
to provide for claimants without title insurance.

Proposition 1 would follow the precedent in resolving other disputes over state lands.
Texasvotersapproved similar anendmentsin 1981, 1991, and 1993 to remove cloudsover
land titles affecting specific landowners. However, the provisions of these previous
constitutional amendments have expired, and another constitutional amendment is needed
to address the Bastrop County situation.

Proposition 1 likely would bethelast amendment to address specificlandowners’ concerns
if voters also approve Proposition 17 on this ballot, which would allow the School Land
Board to resolve such disputes without a constitutional amendment. The Bastrop County
claimants deserve aquicker resolution to their concernsthrough thisamendment. Because
of some unique circumstances, the affected Bastrop County landownerswould not qualify
for relief under the more genera provisions under Proposition 17, even if that
constitutional amendment is approved. Voters should approve both amendments, with
Proposition 1 providing aremedy to known landownerswith title defects and Proposition
17 addressing future cases involving currently unknown claimants.

Opponents say

Proposition 1 would not treat all claimants to the Nance Survey equally. Those with title
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insurance were able to make claims to clear their land titles, and the state received
compensation for 21.16 acres in the disputed tract. The GLO estimates the value of the
remaining tract at about $383,000, and relinquishing state claims to the land would
represent aloss to the PSF.

Texasvoters should not haveto judgeindividual land-title disputes. Such matters are best
|eft to the courts. Rather than continueto clutter the Constitution with exceptionsfor afew
individuals, an ongoing mechanism should be established to settle these matters. The
Bastrop claimants should be subject to Proposition 17, if approved by voters, and should
not receive the benefit of a separate constitutional amendment.

Notes

Proposition 17 (HJR 53 by Cook/Armbrister), aso on the ballot, would amend the
Constitution to authorize the L egislature to resol ve certain land-title disputes between the
state and private landowners without seeking a specific constitutional amendment. (See
pages 52-54.)

1
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2

Proposition

Authorizing bond issuance for access

roads to border colonias
(SJR 37 by Lucio, et al./Flores)

TexasConstitution, Art. 3, sec. 49 prohibitsstate debt. It generally requiresthe L egislature
to submit for voter approval proposalsauthorizing general obligation bonds backed by the
state’s credit, usually by constitutional amendment. Sec. 49-j limits annual state debt
payable from general revenueto 5 percent of the annual average amount of nondedicated
general revenue for the three preceding fiscal years.

Colonias are rural residential subdivisions located in unincorporated areas of counties,
typically consisting of substandard housing with few utilities or amenities and little or no
infrastructure. Since the 1950s, more than 1,400 colonias housing more than 400,000
residents have been built along the Texas-Mexico border. Many coloniasliein floodplains
near the Rio Grande.

Digest

Proposition 2would add Art. 3, sec. 49-1 tothe Constitutionto allow the L egislature by law
to authorize the creation of aroadway bond program for colonias along the Texas-Mexico
border. Lawmakers could allow the governor to authorize the Texas Public Finance
Authority (TPFA) to issue up to $175 million in general obligation bonds or notes and to
make related credit agreements. The proceeds could be used only to assist border counties
with access road projects to connect colonias to existing public roads. Projects could
include construction of the access roads, acquisition of materials for maintenance, and
construction-related projects such asroad drainage. Part of the bond proceeds and interest
could be spent for administrative costs and for payments on credit agreements. General
revenue appropriations would have to be made annually to cover unpaid principal and
interest due each fiscal year, including on credit agreements.

TheTexas Transportation Commission (TTC), in consultation with the Governor’ sOffice,
could determine what constituted a border coloniafor purposes of selecting counties and
projects that could receive assistance.

Theballot proposal reads: “ The constitutional amendment authorizing theissuance of state
general obligation bonds and notesto provide financial assistance to countiesfor roadway
projectsto serve border colonias.”

Supporters say

Proposition 2 would createanew state funding sourceto help provide much-needed access
to and from colonias. Many coloniasresidentsoriginally were victimized by unscrupul ous
developers who did not provide or arrange for basic services or adequate infrastructure.
Whilethe state has made progress in addressing some of the colonias’ water, sewage, and
utility problems, access to and from colonias remains inadequate. For example, many
coloniasroads are unpaved — or even dirt — and i naccessi bl e by school buses. Continued
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neglect would allow the situation to deteriorate as popul ation grows and traffic increases,
exacerbated by the effects of the North American Free Trade Agreement.

Although border counties have upgraded some main roads, these counties do not havethe
resources to meet the huge infrastructure needs of colonias. By financing grants through
low-interest bonds backed by the state’ scredit, Proposition 2 would give these countiesan
incentiveto developlocal solutionstothecolonias’ access problems. Thisapproach would
make the greatest impact soonest. It also would mark the first time Texas has issued
general obligation bonds to pay for building roads. Waiting to “pay asyou go,” as Texas
does for highways, would be tantamount to doing nothing for colonias residents.

Roads in colonias are in a state of bureaucratic limbo. Because the roads are on private
property, counties are not responsible for them. Theroads areineligible for conventional
funding through the Texas Department of Transportation (TXDOT) because they are not
part of the state road system. However, TxDOT’'s expertise in administering
transportation-rel ated grant programs is needed to provide strategic coordination of what
is a regiona problem beyond the scope of individual counties. TXDOT has spent
considerable time and resources studying and meeting transportation needs along the
border in recent years. Requiring TTC to consult with the governor on the criteria for
assistance, asrequired by the amendment’ senabling legislation (SB 1296 by Lucio, et al./
Flores), would ensure afair and equitable selection and distribution process.

Borrowing up to $175 million through bond sales would cost the state about $31 million
indebt serviceper biennium. At an average estimated cost of $90,000 per mile, about 2,000
miles of access roads could be built. That would make a significant start toward making
coloniasmorelivableandlifting their residentsout of poverty. TXDOT likely would make
road maintenance acondition of thegrantsit would award countiesto build theroads. The
proposed amendment specifically would make related projects and acquisition of
maintenance materials eligible for funding and would not preclude public-private
partnerships for access road maintenance and operation.

It would beimprudent to wait until the L egislature appropriated money to pay for thebonds
before starting the program; this would delay construction needlessly. Approval of the
constitutional authorization for the bondsis paramount and would enhance future funding
prospects. Much of the program’s necessary groundwork set forth in the enabling
legidlation, SB 1296, can proceed without bond debt-service funding under Rider 52 in
TxDOT’ sfiscal 2002-03 budget. That rider, which wasadopted in case Proposition 2 fails,
authorizes TxDOT to spend highway construction money to establish a colonias road
access program. Toward that end, the secretary of state already has begun devel opment of
the rulemaking process with TxDOT, as required by SB 1296. If sufficient progress on
program devel opment were made during fiscal 2002, mechanisms for potential funding
are available that could allow limited bond issuance before the 2003 | egidlative session.
Another option would be to issue bonds for which debt service would not be due and
payable until after fiscal 2003. On the other hand, because road project preparation
typically is lengthy, the program might not be in a position to issue bonds at all before
January 2003. Inthat case, the L egislature could determine funding sourcesduring its next
regular session, and work could begin as soon asit did so.

2
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2

Proposition

Colonias are no more flood-prone than any other area of the Lower Rio Grande Valley.
Building roads there would be no riskier or more expensive than anywhere else in the
region. Relocating colonias residents would be unfeasible, and the prohibitive costs of
doing so would far exceed those of improving infrastructure.

Opponents say

Borrowing money by issuing state bondsto pay for roadsisand alwayswill be abad idea.
Interest and other costs make bonded roads more expensive and mortgage future fundsthat
cannot be spent on other priorities. Like families and businesses, government should wait
until it can afford projects and should not spend beyond its means.

Colonias are located on private property. Though regrettabl e, the conditions there are not
state government’ s responsibility. Taxpayers already have spent more than half abillion
dollars (state and federal) through various state agencies over the past 12 yearsto address
numerous problems associated with colonias. Building local access roads with borrowed
state money, regardless of the circumstances, would set a bad precedent.

Because colonias often are located in difficult, flood-prone terrain, an extensive network
of accessroadsfor these areas would be prohibitively expensive and possibly short-lived.
These factors would make them less attractive to bond investors, possibly resulting in
higher interest rates. No comprehensive study existsto givetaxpayersanideaof how many
roads or how much money would be needed to provide adequate access to colonias.
Undoubtedly, however, the projected 2,000 miles of new or improved roads financed by
these bondswould not come closeto rectifying this depl orabl e situation. The proposal aso
is unclear as to who would perform long-term maintenance or pay for related costs.
Consequently, the proposed road expenditures could prove to be a case of throwing good
money after bad. The state could make better use of itslimited resources by relocating the
colonias residents to more habitable locales.

Other opponents say

The 77th Legislature appropriated no money directly for debt service on the bonds that
Proposition 2 would authorize. The absence of specific debt-service funding for this
program makes bond issuance much lesslikely before the next legislative session in 2003
and might delay it further. Evenif votersapprovethisamendment, it could be several years
before any road construction begins. By then, given the border area’ s rapid population
growth, the number and size of colonias could have increased significantly.

The Senate-approved version of SB 1 by Ellis, the general appropriations bill for fiscal
2002-03, contained a contingency rider that would have appropriated $30 million to
TxDOT to pay debt service costs for bonds authorized by Proposition 2, but the final
version of the state budget excluded the rider. Although TxDOT’s Rider 52 in the final
version of the state budget authorizes spending from highway construction funds to
establish a colonias access road program, that money is dedicated constitutionaly to
spending on state highway system projects and almost certainly could not be used toretire
colonias road bonds.
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Underserved areaswith inadequate roads are not limited to the Texas-Mexico border. The
program proposed by Proposition 2 would favor oneareaof the stateover othersand would
neglect other needy Texans. Rider 52 limitsthe program to countiesin TXxDOT’ sEl Paso,
Laredo, and Pharr districts. In fairness, the proposed program should be broadened to
include similar communitiesacrossthestate, rather than only thosein onegeographic area.

TxDOT receivesfederal and some state funds to pay for contracts to build highways, not
residential and accessroads. It isprimarily agrant recipient agency with little expertisein
grant administration and virtually no model on which to pattern this program. The
Governor’s Office or the Texas Department of Housing and Community Affairs could
grant money directly to counties more efficiently.

Notes

SB 1296, theenabling legislationfor SIR 37, would take effect if and when theamendment
set forth in Proposition 2 takes effect. SB 1296 would direct TPFA toissue upto $175 million
in general obligation bonds for colonias access roads, as authorized by the Governor’'s
Office, and to distribute the proceeds from bond and note sales to counties as directed by
TxDOT. The Governor’s Office would determine the timing and amount of the sales.
TPFA could enter into one or more of avariety of credit agreementsto enhance the bonds
or notes’ marketability, security, or creditworthiness.

TTC would administer the program in cooperation with the Governor’ s Office, Secretary
of State’'s Office, and the Texas A&M University Center for Housing and Urban
Development. TXDOT’ sbudget Rider 52 in SB 1, the general appropriationsact for fiscal
2002-03, requires collaboration with the Texas Water Development Board as well. By
rule, TTC would define border colonias, establish area selection and project eligibility
criteria, and set minimum road standards, grant application procedures, and recipient
counties financia reporting requirements. TTC also would select grant recipients and
determine the grant amounts awarded.

TxDOT’ sbudget Rider 52 requires TxDOT to use highway construction fundsto establish
atransportation program to improve accessto colonias, limited to countiesin the El Paso,
Laredo, and Pharr highway districts. In developing rulesand proceduresfor the program,
TxDOT must consider such factors as colonia population, condition of current roads,
school bus routes, and access to other parts of the region.

2

Proposition

House Research Organization

Page 11



3

Proposition

Authorizing ad valorem tax exemption for raw

cocoa and green coffee held in Harris County
(SJR 47 by Gallegos/J. Moreno)

Under Texas Constitution, Art. 8, sec. 1(b), all tangible personal property, including
inventories, held for the production of income is subject to ad valorem taxation unless
specifically exempt under the Constitution.

Digest

Proposition 3 would add Art. 8, sec. 1-n to the Constitution to allow the Legisature to
exempt from ad val orem taxation raw cocoa and green coffee held in Harris County. The
Legislature could impose additional requirements for qualifying for the exemption.

The ballot proposal reads: “ The constitutional amendment to authorize the legislature to
exempt from ad valorem taxation raw cocoa and green coffee that is held in Harris
County.”

Supporters say

Exempting coffee and cocoainventoriesfrom ad val orem taxation in Harris County would
makethe Port of Houston eligibleto be designated an exchange port for coffee by the New
Y ork Board of Trade. The board has said that it will not consider the county’ s application
unless coffee and cocoa are exempted from taxation. This designation would bring global
recognition and marketing power to Houston, which would be one of only four designated
coffeeportsinthenation, alongwithNew Y ork, New Orleans, and Miami, andtheonly one
west of the Mississippi. After Miami was certified as a coffee port in 1997, its coffee
imports increased from 82,000 to 1.2 million bagsin three years.

Although exempting coffee from property taxes would decrease local tax revenue in the
short run, Houston’ scertification asacoffee port would spur long-terminvestment inlocal
warehousefacilities, createjobs, and bring additional businessto trucking and distribution
companies acrossthe state. Asmany asfiveto 10 food-grade, state-of-the-art warehouses
would be built in Harris County in the wake of certification. Increased property-tax
revenuesdueto thisnew construction, along with job growth and other statewide economic
benefits, would more than make up for the short-term loss in tax revenue. Currently, the
$300,000 in annual tax revenuefrom coffeein Harris County is spread among three school
districts.

Although other ports in Texas could serve as exchange ports, they are not eligible for
certification. The New Y ork Board of Trade has stated that if it grants coffee-exchange
statusto aport in Texas, that port will be the Port of Houston. Other ports, however, could
benefit from Houston’ scertification by arranging to transport coffee by land to warehouses
in Harris County.

Exempting coffee and cocoa from taxation in Harris County would not suggest that the
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state condones human-rights violations associated with coffee and cocoa production in
West Africa. Theport doesnot import cocoabeans— typically aWest African commodity
— nor doesit import coffee from West Africa. Designation as an exchange port for coffee
would makethe port eligibleto import specialty coffees such asthose produced in Mexico
and Central and South America. West African coffee is not traded on the exchange.
Proposition 3wouldinclude atax exemption for cocoasimply so that Harris County could
seek exchange-port statusfor cocoain the futurewithout amending the Constitution again.

Opponents say

Exempting coffee and cocoafrom ad val orem taxation would reduce tax revenuefor local
governments in Harris County. In particular, some school districts could be hurt by the
drop in revenue. In addition, creating an exemption for a specific industry in a specific
county would require other businesses and residential property owners in the county to
bear more of the burden of funding public services. It also would set a bad precedent by
encouraging other types of businesses to try to carve out similar exemptions for their
benefit.

Amending the Constitution to create a special tax-exempt status for coffee and cocoa
would send the message that Texas is willing to overlook the notoriously poor human-
rights records of these industriesin the hope of producing economic benefitsfor asingle
Texas county. Human-rights violations are especially prevalent in coffee and cocoa
production in West Africa. In February 2001, the U.S. State Department reported that
about 15,000 children work in the coffee and cocoa fields of Cote d’Ivoire, the world's
largest producer of cocoa beans and the largest coffee exporter in Africa. Many of these
children have been taken from other West African nations and sold into indentured
servitudeto plantation owners. Inthefields, children— often younger than 12 yearsold —
work 12-hour days harvesting coffee or cocoa. Economic gainsin Texas should not come
at the expense of children in other parts of the world.

Other opponents say

A tax exemption for coffee should not be granted only to Harris County. Other portsin
Texas share Houston’ s proximity to coffee-growing regions and consumer markets. Ports
in Corpus Christi or Brownsville also should benefit from any tax exemption on certain
commodities. Also, once theimport market is established, the special tax break should be
phased out.

Notes

SB 1574 by Gallegos/J. Moreno, enacted by the 77th Legislature, would revise the Tax
Code to implement the provisions of Proposition 3 if voters approve the proposal. An
exemption claimed under this statute would not haveto be claimedin subsequent yearsand
would apply to al raw cocoa and green coffee held by an owner until the commodity’s
qualification for the exemption changed. However, the chief appraiser could require an
owner who had received an exemptionin aprior year to file anew application to confirm
the commodity’ s qualification for the exemption.
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Increasing the term of the fire fighters’

pension commissioner
(HJR 1 by McCall, et al./Zaffirini)

The Legidature created the Office of the Fire Fighters Pension Commissioner in 1937
(V.T.C.S,, art. 6243e) to provide a statewide, professionally managed and administered
retirement system for volunteer fire fighters and emergency medical services personnel.
The agency administers the Texas Local Fire Fighters' Retirement Program (TLFFRP),
whichincludes 136 systems, including 38 paid, three part-paid, and 95 volunteer local fire
fighter retirement systems. In fiscal 1999, these pension systems served 6,700 active fire
fighters and almost 3,300 benefit recipients and had assets worth about $829 million. In
1977, the Legidature enacted the Texas Statewide Emergency Services Personnel
Retirement Act, creating a statewide pension fund that pools the assets of volunteer fire
departments. At theend of fiscal 2000, 154 |ocal volunteer fire departments participatedin
this pension system, which has assets of about $35 million.

Thefirefighters’ pension commissioner is appointed for atwo-year term by the governor
from alist of three to 10 nominees submitted by the State Firemen’'s and Fire Marshals
Association of Texasand the Texas State Association of Fire Fighters. The appointment is
subject to Senate confirmation. The Texas Statewide Emergency Services Personnel
Retirement Fund is governed by a nine-member board whose members are appointed by
the governor and confirmed by the Senate for six-year terms. The commissioner servesas
executive director of the statewide fund.

Texas Constitution, Art. 16, sec. 30(a) limits the duration of all statewide offices to two
years unless otherwise specified in the Constitution. Art. 16, sec. 30a alows the
Legidature by law to create boards and commissions with members serving six-year
staggered terms, and various sections specify that statewide elected executive officials
havefour-year termsand that railroad commissionersservesix-year terms. Eight executive
offices other than thefirefighters' pension commissioner, including the adjutant general,
State Board of Education chair, health and human services commissioner, insurance
commissioner, and public counsels for the Office of Public Utility and Office of Public
Insurance, servetwo-year terms. Membersof about 40 boards and commissionsservetwo-
year terms, including members of the Texas Agricultural Finance Authority Board, Texas
Energy Coordination Council, Advisory Committee on Fire Ant Research and
Management, Gulf Coast Waste Disposal Authority Board, Texas Humanities Council,
and Governor’s Commission on Women.

The Office of the Fire Fighters' Pension Commissioner assists local departments in the
TLFFRP by verifying retirement and death benefits; certifying creditable time toward
members retirement; verifying contributions; archiving records; reviewing annual
reports; sponsoring a yearly educational seminar; publishing a newsdletter; and handling
appealsfrom decisions by local pension boards. The agency also provides administrative
support for the statewide pension fund. SB 1 by Ellis, the general appropriations act for
fiscal 2002-03, authorizes $916,000 in funding for the agency, including about $220,000
in general revenue, and 8.5 full-time equivaent employee positions, with the
commissioner receiving asalary of $57,000 per year.
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Digest

Proposition 4 would amend the Constitution, Art. 16, sec. 67 to specify afour-year termfor
thefirefighters pension commissioner, if the Legislature providesfor such an office. The
ballot proposal reads: “ The constitutional amendment providing for a four-year term of
office for thefirefighters' pension commissioner.”

Supporters say

Proposition 4 would eliminate the cumbersome process of selecting a nominee and
securing Senate confirmation of thefirefighters' pension commissioner every legidative
session. The proposed change in the commissioner’ s term from two to four years would
make the term coincide with that of the governor who appointsthe commissioner. Asitis,
thecommissioner’ sterm beginsJuly 1 following alegislative session. A two-year termand
nomination process is disruptive, and the commissioner barely can get through one
legidlative session before having to begin the process again.

Thefirefighters' pension commissioner administersthe agency, and alonger term would
help ensure continuity and experience in the position. Reviewing the position every two
years can disrupt agency operationseven if theincumbent isretained for additional terms.
Many other gubernatorial appointees serve four- or six-year terms, and Proposition 4
would bring the term of the firefighters' pension commissioner moreinto line with those
of other appointees, including the nine members of the Fire Fighters Relief and
Retirement Fund board of trustees, who serve six-year terms.

Thefirefighters pensioncommissioner should remain astatewideappointed position, and
the office should continue asastate agency. Theexisting structure givesthe commissioner
and the agency the stability and statewide credibility needed to manage local fire
department pension systems. Eliminating the officewould be detrimental to programsthat
rely on the commission for critical assistance, an appeals process, and educational and
records-retention services. These programs generaly must rely on off-duty board
members, who are full-time fire fighters and not administrators, to fulfill administrative
functions. Frequent turnover on these local boards and a growing need for pension fund
administration make oversight and assistance for these local programs even more
important.

Opponents say

Theterm of thefirefighters’ pension commissioner or of any other appointed office should
not be set in the Constitution, which aready is bloated with overly specific and
constraining provisions. Other executive directors, including theinsurance and health and
human services commissioners, who have far more extensiveresponsibilities, facereview
by the governor and Senate every two years without significant disruption.

Instead of establishing specific constitutional provisionsfor every office, the Legislature
should propose deleting the two-year term limitation in Art. 16, sec. 30. This restriction
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datesto the 19th century as part of an effort to limit government. It was appropriate when
theterm of officefor statewide el ected executive officials, including the governor, was set
at twoyears, but it isnow obsol ete. If thisprovision were del eted, the L egislature could set
reasonable terms of office for all appointed offices and could end the need for separate
voter approval of constitutional amendments such as Proposition 4.

Other opponents say

Thefire fighters pension commissioner no longer should be an appointed state official,
and the agency itself should be abolished. In 1988, the Legisature eliminated a major
function of theofficewhenit stopped funding local fire department pension systems. Many
of the office’s remaining activitiesrelated to helping local pension systems manage their
affairs are a holdover from a time when the state had more involvement with and even
provided funding for these systems. Now, few local pension systemsrequire the help of a
state commissioner to operatetheir retirement programs successfully. The state has shifted
oversight of other statewide pension systems, such as the Texas Municipal Retirement
System and the Texas County and District Retirement System, to quasi-independent
management boards without adversely affecting the actuarial soundness or security of
these pension funds.

Notes

HB 1747 by McCal, et a./Zaffirini, enacted by the 77th Legidlature, extended the
existence of the commissioner’s office until September 1, 2011, and would increase the
commissioner’ s term from two to four yearsif voters approve Proposition 4.

In 1999, Texas voters rejected two proposed amendments that would have allowed the
adjutant general (Proposition 8) and the health and human services commissioner
(Proposition 10) to serve at the pleasure of the governor rather than for two-year terms.
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Allowing cities to donate used firefighting

equipment to foreign countries
(SJR 32 by West/Solis)

Texas Constitution, Art. 3, sec. 52 prohibits the L egislature from authorizing any county,
city, town, or other political subdivision from making loans or granting public money or
any thing of value to any individual, association, or corporation. Exceptions to this
prohibition allow a political subdivision to lend its credit for certain economic
development and improvement purposes.

Education Code, sec. 88.106 authorizesthedirector of the TexasA&M University System
board of regentsto sell, lend, or make available used or obsol ete firefighting equipment to
the Texas Forest Service (TFS) to use or to distribute to other volunteer fire departments.
Government Code, sec. 791.011 authorizes alocal government to contract with another
local government in Texas or abordering state to provide firefighting services.

Digest

Proposition 5 would amend Art. 3, sec. 52 to authorize municipalities to donate outdated or
surplusfirefighting equipment, supplies, or other material sto an underdevel oped country.

The ballot language reads: “ The constitutional amendment authorizing municipalitiesto
donate outdated or surplus firefighting equipment or supplies to underdeveloped
countries.”

Supporters say

Proposition 5 would assist Mexico by allowing Texas cities and towns to donate
equipment that no longer meets departmental standards in the state but is still usable.
Because somefirefighting forcesin Mexico haveno appropriate gear or equi pment, Texas
outdated equipment would help our international neighbor with public and firefighter
safety and would be a significant goodwill gesture. A constitutional amendment is
necessary because Art. 3, sec. 52 prohibits cities from donating public property without a
specific exception.

Donating equipment to border areas of Mexico could help protect Texascities, rural areas,
and parklands. Dry southwestern landscapes are vul nerable to fires, and uncontained fires
along the border could spread to Texas. Equipment donated to Mexico would be a good
investment in border safety.

Underdevel oped countries could make good use of the donated equipment even without
additional resourcesfor upkeep and repair. While fire trucks and other mechanical pieces
of equipment would require a continuing commitment of funds, firefighting gear such as
fire-resistant coats, axes, and hoses could beused asthey are. Thelack of fundsin areasthat
need basic equipment should not prevent Texas cities and towns from donating gear.

Proposition 5 would not mandate the donation of equipment. Municipalitieswould retain
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discretion on how to dispose of outdated equipment, whether to adeveloping country like
Mexico or to other Texas cities or bordering states. Also, agreements would be made
between the donating departments and foreign governments, not between individuals.

Texas municipalities pay for their firefighting equipment and should be able to dispose of
it by donating it to a foreign country. For example, a border city might elect to donate
equipment to Mexico, while another city might choose to donate to some other
underdevel oped nation in need, such asin Central Americaor Africa.

Opponents say

Some fire departments in Texas and bordering states do not have enough firefighting
equipment and rely on donated equipment and gear to protect their communities and land
from fires. Given the limited supply of equipment, donations to Mexico or other foreign
countries would deprive some Texas cities of this equipment. Currently, there are more
than 2,500 outstanding requests for equipment donations and only 128 donors through
TFS Helping Hands Program. Texas local governments should receive priority over
foreign countries when equipment is available to be donated.

Texas municipalities could sell equipment at a reduced cost to Mexican firefighting
organizations, rather than donating it outright. Current law allows cities and towns to sell
the equi pment but does not providefor areduced-cost arrangement for such sales. Because
Texastaxpayers have paid for the equipment, they should retain part of their investment if
the asset |eaves the country. Sale by Texas municipalities of equipment to Mexico at a
reduced cost would convey goodwill toward Mexico while retaining part of the
communities investment in firefighting.

Donating equipment that is outdated and no longer cost-effective to maintain would not
help Mexico, because local firefighting organizationsin Mexico are unlikely to have the
resources to keep this old equipment running. It would be better to donate the equipment
to alocal government, rural fire prevention district, or volunteer fire department in Texas
with the resources to ensure continuing effective use of the equipment.

Donated equipment sent across the border could not be monitored for frequency of use or
appropriate use. TFS has many programs that involve monitoring the activities of
volunteer fire departments but has no programs in other countries that would monitor
donated equi pment. Foreign fire departments coul d misuse the equi pment and causeinjury
or harm or could sell the equipment.

By dlowing Texas cities and towns to donate firefighting equipment to any
underdeveloped country, not solely Mexico, Proposition 5 could lead to inappropriate
gestures of goodwill, such as donations to Cuba, for example. Texas should be careful
about alowing its municipalities to practice international diplomacy without state or
national oversight.
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Requiring the governor to call a special
legislative session to appoint presidential

electors when outcome is in doubt
(HJR 45 by Tillery, et al./Shapiro)

Under Art. 2, sec. 1 of the U.S. Constitution, the president and vice president are to be
chosen by electors. Each state must appoint, in a manner directed by the legislature, a
number of electorsequal to thewholenumber of senators and representativesto which the
state is entitled in Congress. In most states, including Texas, the entire slate of electors
pledged to apresidential ticket are chosenif theticket recelvesthe most votes statewidein
the election.

Chapter 243 of the Texas Election Code governs a contested election for presidential
electors. In the event of an election contest, the governor serves as the tribunal, presides
over thecontest, and determinesthe outcome, declaring which slate of presidential electors
wins. Thegovernor must declare which set of presidential electorsiselected at |east seven
days before the Electoral College is required to convene. Election Code, chapter 192
governs the appointment of electors and requires the electors to convene and cast their
votes at the State Capitol at 2 p.m. on the first Monday after the second Wednesday in
December following the general election, the date set by federal law (3 U.S.C., sec. 7).

Under 3U.S.C,, sec. 5, astate’ sfinal determination of any controversy or contest involving
electorsis conclusiveif the determination is made pursuant to state laws in effect before
the election and if the determination is made at least six days before the meeting of the
Electoral College. Thisisknown asthe “safe harbor” provision, becauseit isintended to
prevent last-minute changes in how electors are to be chosen.

Texas Constitution, Art. 4, sec. 8 alows the governor, on extraordinary occasions, to
convene the Legidature in special session. The governor’s proclamation of the session
must state specifically the purpose for which the Legidlature is convened. Art. 3, sec. 40
prohibits the L egislature during special sessions from considering legisation on subjects
other than those designated in the governor’s proclamation and limits the duration of
special sessionsto no longer than 30 days.

Digest

Proposition 6 would amend Texas Constitution, Art. 4, sec. 8to requirethegovernor to call
a gpecial session of the Legislature to appoint presidential electors if the governor
determined that it was reasonably likely that afinal determination of the appointment of
electors would not occur before the certification deadline. The Legislature could not
consider any other subject or issue during that special session.

Theballot proposal reads:. “ The constitutional amendment requiring the governor to call a
special session for the appointment of presidential electors under certain circumstances.”
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Supporters say

The national controversy over the razor-thin presidential election in November 2000 and
the subsequent recount in Florida that left many questioning the outcome — ultimately
decided by theU. S. Supreme Court — has prompted areexamination of voting procedures
in Texasand other states. Proposition 6 would provide clear guidelinesfor the governor to
call aspecial session for the Legislature to choose presidential electorsin the event of an
election contest such asthe one in Florida. Under current law, it is not clear whether the
governor constitutionally could be required to call a special session for this purpose.
Althoughitisvery unlikely that Texaswould wind up in apost-election debacle such asin
Florida, such an outcomeispossible. If, for whatever reason, the governor could not decide
an election contest of presidential electors, it would be prudent to have the provisions of
Proposition 6 in place to give the governor and the Legislature clear direction.

Proposition 6 would remove any question that the Texas Legislature has the ultimate
authority to ensure that Texas is not disenfranchised and prevented by an electoral
stalemate from choosing electorsto cast the state’ s votes for president and vice president
in the Electoral College. Because of widespread confusion, legal skirmishing, and state and
federd judicial proceedings, the Florida dispute lasted 36 days. The Florida legislature
convened for the purpose of choosing electors, and although the U.S. Supreme Court
resolved the issue before the legislature decided to act, legal scholars disagreed about
whether the legislature had the authority to convene for such a purpose. A select joint
committee of the Forida legidature heard testimony from constitutional scholars, law
professors, and el ection law experts. The committee concluded that the Floridalegidature had
legal authority to providefor themanner of appointment of electors. They cited asthesource
of thislegidative authority Art. 2, sec. 1 of the U.S. Constitution, which grants plenary or
absolute power to statelegisl aturesto determine the manner of appointment of presidential
electors.

A similar delay in Texas could cause the state to lose its electoral votes, thus
disenfranchising Texas voters. If Texas experienced an election contest and the final
determination was not made by the date required by federal law, the state could risk not
having itselectoral votescounted, leaving thefinal decisionto Congress. Thisamendment
would boost confidence among Texas voters that the presidential election processis safe
and secure and that one way or another Texas electors will be appointed and cast their
votes.

Proposition 6 would ensure in a nonpartisan way that Texans would select their electors
without running afoul of the federal cutoff dates. It would create afallback position in the
unlikely event that, for whatever reason, the governor could not or would not decide an
election contest. It also would ensure that any post-election actionsin state courts would
not interferewith the Legislature suse of the* safe harbor” provisioninfederal law, which
allows a final, conclusive determination of a state’s electors if the election outcome
remains in doubt up to the deadline for naming electors. Unlike in Florida, the Texas
Legidlature cannot call itself into session, so Proposition 6 would require the governor to
call aspecia session under the extraordinary circumstances of a deadlocked election.

Specia sessions are expensive, and the decision to call one should not be made lightly.
Proposition 6 would place a clear, unambiguous duty on the governor, if the likelihood
eX|sted that the app0| ntment of electors would not occur before the deadline, to call a
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Opponents say

Proposition 6 is not needed, because current statutory and constitutional law already
authorizes the governor to preside over contests of presidential electors and to make the
final determination, aswell asto call special sessionsof the L egislature. Thisamendment
would not aid the resol ution of acontested situation, because the governor already hasthe
authority to resolve it. Moreover, it could allow a partisan Legislature to circumvent the
will of the voters and appoint a slate of electors pledged to a presidential candidate other
than that chosen by the voters.

Thisamendment coul d havethe unintended consequence of restricting the L egislature’ sas
well as the governor’s authority once a special session was called for the purpose of
determining el ectors. Once such aspecial sessionwascalled, the L egislature could address
no subject other than the appointment of presidential electors. This restriction would
prevent lawmakersfrom dealing with any and all crisesthat might arise during that special
session, whether or not they were election-related.

Regarding the post-election situation in Florida, some constitutional scholars argued that
because of the circumstances surrounding the election, the special session was unlawful.
They said that any bill or resolution adopted to mandate the appointment of presidential
electors unconditionally would be unprecedented and contrary to the U.S. Constitution,
federal law, and Florida selectionlaws. One scholar said that alegislature may not deprive
any candidate’ ssupportersof thelegal consequence of their voteswithout due processand
that, in that instance, a legislative determination would have violated due process and
should be left to the courtsto decide. Y et Proposition 6, by mandating a special session to
appoint electors, would remove from the governor and the Legislature the discretion
whether to allow the courts to make the final determination concerning which electors
should be chosen.
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Authorizing $500 million in bonds for veterans’

housing loans and cemeteries
(HJR 82 by Counts, et al./Truan)

TheVeterans Land Program, established in 1949, uses bond funding to buy land and then
resell it to eligible veterans under a 30-year contract of sale and purchase. The Veterans
Housing Assistance Program, established in 1983, helps eligible Texas veterans buy new
or existing homesby providing low-interest loansup to $150,000. TheVeterans' Financial
Assistance Program, established in 1993, provides financial assistance to veteransfor the
purchase of land and for home mortgage loans. All three programs are administered by the
Veterans Land Board (VLB) through the General Land Office, as authorized under
Natural Resources Code, chapters 161, 162, and 164.

In 1993, voters approved an amendment, now Art. 3, sec. 49-b of the Texas Constitution,
authorizing up to $750 million in generd-obligation bondsfor VLB loan programs, including
$500 million for the Veterans Housing Assistance Fund Il created by the amendment.
V oters amended the Constitution again in 1995 to authorize an additional $500 millionin
bonds for veterans' housing programs.

TexasConstitution, Art. 3, sec. 49 prohibitsstate debt. It generally requiresthe Legislature
to submit for voter approval proposalsauthorizing general obligation bonds backed by the
state’s credit, usually by constitutional amendment. Sec. 49-j limits annual state debt
payable from genera revenueto 5 percent of the annual average amount of nondedicated
general revenuefor thethree preceding fiscal years. Some general obligation debt, likethe
veterans' land bonds, is paid with revenue from the programs the bonds support and thus
is considered self-supporting.

In 1999, the 76th L egislature enacted SB 1509 by Truan, et al./B. Turner, authorizing the
VLB to buy more than one tract of land at atime. The act also raised the ceiling on home
mortgage loans from the Veterans Housing Assistance Fund from $45,000 to the
maximum amount allowable for a similar home mortgage loan through the U.S.
Department of Veterans Affairs, currently $150,000 per mortgage.

Digest

Proposition 7 would amend Texas Constitution, Art. 3, sec. 49-b to allow the Legislature
to authorizethe VLB toissue up to $500 million in general-obligation bondsto benefit the
VeteransHousing Assistance Fund 1. Theamendment al so would permit using fundsfrom
the veterans' land and housing assistance programs to plan, design, operate, maintain,
enlarge, or improve veterans cemeteries.

Theballot proposal reads: “ The constitutional anendment authorizing theVeterans' Land
Board to issue up to $500 million in general obligation bonds payable from the general
revenues of the state for veterans housing assistance and to use assetsin certain veterans
land and veterans' housing assistance funds to provide for veterans cemeteries.”
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Supporters say

Proposition 7 would provide much-needed support to meet the increasing demand for
veterans' home mortgage loans, which have grown in popularity since the Legislature
raised the cap on these loans in 1999. The $500 million in genera obligation bond
authorization — along with an increase in the cap to $1 billion in VLB revenue bonds, as
authorized by HB 2453 by Berman/Shapleigh — should meet the anticipated |oan demand
for the next two years.

VLB programs have grown because of lower interest rates, special discounts, and
expanded eligibility for veterans and their surviving spouses. Since 1999, the VLB has
made more than 7,600 loans totaling more than $826 million. More than 47,500 |oans
totaling almost $2 billion have been made since the program’ sinception.

Proposition 7 also would provide bond funding for loansthat pose almost no financial risk
for the state. The $500 million would not count toward the constitutional ceiling on state
debt. Prudent loan and investment practices have made the veterans programs self-
sufficient, and veterans using the program, rather than the taxpayers of Texas, would be
responsiblefor retiring the debt and paying theinterest. Theforeclosurerateon VLB loans
isvery low — about 0.5 percent for both the land and housing programs. Thetotal ratefor
loans in foreclosure or more than 60 days delinquent is about 2.9 percent, well below the
national average for these types of loans. Foreclosed property is sold, and the proceeds
remain in the program.

Proposition 7 also would givethe VLB thefinancial flexibility to develop astate veterans
cemetery program. More than 1.6 million Texas veterans receive relatively few state
benefits for the sacrifices they have made in serving their country. National veterans
cemeteriesarelocated in San Antonio, Houston, Dallas, and El Paso, but no more national
cemeteriesarelikely tobelocatedin Texas. A stateveterans cemetery systemwould serve
the large number of Texas veterans who live outside those metropolitan areas.

Opponents say

Proposition 7 would increase state debt at atimewhen many needed state programsare not
funded adequately. As popular and worthy as veterans' housing programs may be, they
should not be granted special budgetary status apart from other programs funded through
the general revenue budget. Voters should be wary of authorizing more state debt.

Texas veterans deserve aid, but they aready are eligible for many benefits, including
federal Veterans Administration housing loans, college tuition assistance, and hiring
preference for federal and state civil-servicejobs. Regardless of need or income, veterans
can obtain government-subsidized mortgagesat interest rateslower than thoseavailableto
other home buyers.
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Other opponents say

V oters should have been given the opportunity to approve $1 billion in additional general-
obligation bonds for the veterans' housing assistance program, as provided in the House-
passed version of HIJR 82. That additional authorization would have enabled the VLB to
meet growing demand for the program and would not have compromised the fiscal
soundness of the program.

Also, the proposition should have included authorization to use housing assistance
programs’ assetsto pay for additional veterans' homes. The House-passed version of HIR
82 would have provided the state funding needed to match federal grants for veterans
homes or to fund the construction entirely if federal funds were not available. The
availability of resourcesfor veterans homesis now uncertain. Texas should expand the
servicesit providesfor the 1.6 millionveteranswho liveinthe state, especially for themore
than 500,000 who are older than age 65. Texas was one of the last states to build its own
veterans' homes, and it may need up to 42 of these facilitiesto meet the needs of arapidly
aging veterans' population.

Notes

As approved by the House, HIJR 82 would have provided authorization for $1 billion in
additional general obligation revenue bonds and would have authorized use of veterans
land and housing assistance funds to devel op additional long-term care facilities for aged
veterans.
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General obligation bonds for state agency

construction and repair projects
(HJR 97 by Junell, et al./Ellis)

Texas Constitution, Art. 3, sec. 49 prohibits state debt. It generally requires the
Legidature to submit for voter approval proposals authorizing general obligation bonds
backed by the state’s credit, usually by constitutional amendment. Sec. 49-j limits
annual state debt payable from genera revenue to 5 percent of the annua average
amount of nondedicated general revenue for the three preceding fiscal years.

The Texas Public Finance Authority (TPFA) is the state agency responsible for issuing
bonds and financing the acquisition or lease of equipment on behalf of other state
agencies. TPFA only may issue bonds for the acquisition or construction of a building
for a state agency, other than an institution of higher education, if the Legislature has
authorized the specific project or the maximum amount of bonded indebtedness that
may be incurred by the issuance of the bonds.

Digest

Proposition 8 would add Art. 3, sec. 50-f to the Constitution to allow the Legislature
to authorize TPFA to issue and sell up to $850 million in general obligation bonds
and to enter into related credit agreements. Proceeds could be spent only for repair
and construction projects authorized by the Legislature and administered by or on
behalf of the following agencies, or for purchase of needed equipment by or on behalf
of these agencies:

Genera Services Commission;

Texas Youth Commission;

Texas Department of Criminal Justice;

Texas Department of Mental Health and Mental Retardation;
Texas Parks and Wildlife Department;

Adjutant Genera’s Department;

Texas School for the Deaf;

Texas Department of Agriculture;

Texas Department of Public Safety;

State Preservation Board,

Texas Department of Health;

Texas Historical Commission; or

Texas School for the Blind and Visually Impaired.

TPFA would prescribe the form, terms, and denominations of the bonds, the interest
they would bear, and the installments in which they were issued. The Legidature could
set the maximum net effective interest rate on the bonds. The comptroller would have
to create a separate account in the state treasury in which to deposit the bond proceeds.

Until the bonds were repaid, the first money coming into the treasury each fiscal year
and not otherwise appropriated by the Constitution would have to be appropriated to
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pay the principal and interest on bonds that matured or came due during that year. The
sinking-fund amounts left over from the previous fiscal year would have to be used
to reduce the amounts appropriated for making these principal and interest payments.
Once the bonds were approved by the attorney general, registered by the comptroller,
and delivered to purchasers, they would be incontestable general obligations of the
State.

The ballot language reads: “The constitutional amendment authorizing the issuance of
up to $850 million in bonds payable from the general revenues of the state for
construction and repair projects and for the purchase of needed equipment.”

Supporters say

Using bonds for capital improvements would be an appropriate way to stretch state
dollars to pay for long-term projects, such as for construction and repair. In the current
budget cycle, most of the agencies that the proposed bonds would benefit submitted
large exceptional-item requests for crucial repair and maintenance projects that could
not be addressed fully because of the limited availability of funds. None of these
agencies would receive funds for these purposes without the funding provided through
the proposed bonds.

Proposition 8 would alow the Legislature to authorize the issuance of the bonds and
to appropriate the bond proceeds. This would maintain legidative control and oversight
of how and when the agencies spent the proceeds. By not specifically naming projects
in the proposed amendment, the Legislature would retain flexibility in how to use the
funds, as the bond proceeds could be spent on any project at the named agencies.

Genera obligation bonds are appropriate for this large of a bond issue. Such bonds
are not tied to a specific revenue stream, but rather are backed by the full faith and
credit of the state. Because of this distinction, general obligation bonds carry a dightly
better interest rate than revenue bonds. General obligation bonds, however, require a
congtitutional amendment authorizing their issuance, while revenue bonds do not. Bond
issuances below $100 million tend to be revenue bonds, and larger issuances tend to
be genera obligation. Since Proposition 8 would authorize $850 million in bonds, generd
obligation bonds and voter approval would be more appropriate.

Opponents say

Proposition 8 would be a blank check for the Legislature — voters would have no
say over how the bond proceeds were allocated or spent. Because the proposition is
worded as a vote on the entire bond issue, voters would have no clear indication of
how the money would be alocated among individual projects.

Bonds should not be issued to finance repair projects. Repairs are a predictable cost
for which agencies can and should budget. The state has failed to keep up with repairs
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even during prosperous years. Furthermore, unlike construction projects, repairs have
too short of a useful life to justify incurring long-term debt to finance them. The fact
that available revenues are more limited this biennium is no excuse for incurring debt.

Some of the agencies that could receive bond proceeds under Proposition 8 have a
guestionable history of managing their finances. For example, the Sunset Advisory
Commission recently found that both the General Services Commission and Texas
Parks and Wildlife Department could do a better job of managing their construction
and repair projects. Similarly, the Legislature authorized bonds for the Texas School
for the Deaf (TSD) to build facilities in 1989, and for a variety of reasons — some
not within TSD’s control — TSD ran significantly over budget on those projects.

Notes

HB 3064 by Junell/Ellis, which would take effect if Proposition 8 is approved, would
authorize TPFA to issue the proposed bonds. The Legislative Budget Board estimates
that debt service on the $850 million in bonds would cost the state $34 million in
fiscal 2002-03, assuming that TPFA issued the bonds according to the following
schedule: $265 million in December 2001, $290 million in October 2003, and $295
million in October 2005, at 6 percent interest with level principal payments over 20
years.

If Proposition 8 is approved, SB 1 by Ellis/Junell, the general appropriations act for
fiscal 2002-03, has assigned $278.1 million in general-obligation bond funding for the
following projects:

e Texas Youth Commission — $10.8 million for construction and repair at 15 sites;

e Texas Department of Criminal Justice — $80 million for construction and repair
of facilities;

e Texas Department of Menta Health and Mental Retardation —$35 million for
maintenance and system renewal;

e Texas Parks and Wildlife Department — $36.7 million for repairs at four sites;

e General Services Commission — $16.5 million for repairs and compliance
programs,

e Department of Public Safety — $18.5 million for grants to local law enforcement
agencies for audio/video equipment to comply with SB 1074, banning racia profiling;

e Texas School for the Deaf — $7.1 million for construction and repair of facilities;

e Texas School for the Blind — $5.1 million for construction and repair of facilities;

e Adjutant General’s Department — $3 million for repair and maintenance of nine
facilities;

e Texas Department of Health — $33.9 million for hospital construction;

e Texas Department of Agriculture — $45,000 for repairs at Giddings Seed
Laboratory;

e General equipment acquisition — $31.5 million.

Gov. Rick Perry vetoed $45 million in bond funding to the Texas Historical Commission
for county courthouse renovations.
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Canceling special election if legislative

candidate is unopposed
(HJR 47 by Madden, et al./Shapiro)

Under Texas Constitution, Art. 3, sec. 13, when a vacancy occurs in either house of the
Legidlature, the governor or the person exercising the governor’'s power must call an
election to fill the vacancy.

Under Election Code, chapter 2, apolitical subdivision other than a county (cities, school
districts, and certain water districts) that requires write-in candidates to declare their
candidacy formally may cancel ageneral election and declarethe unopposed candidatethe
winner if there are no declared write-in candidates, no opposed candidates, and no
propositions on the ballot. This authority does not extend to special elections to fill
vacanciesin the Legislature.

Digest

Proposition 9would amend Art. 3, sec. 13 by authorizing the L egislatureto cancel aspecial
election for a vacancy in the Legislature if only one person qualified and declared a
candidacy in the election.

The ballot proposal reads: “ The constitutional amendment authorizing the filling of a
vacancy in the legislature without an election if a candidate is running unopposed in an
election tofill the vacancy.”

Supporters say

Proposition 9 and itsenabling legislation, HB 831 by Madden, et al./Shapiro, would spare
the state and counties the unnecessary expense and administrative burden of holding
special eectionsto fill vacanciesin the Legislature when candidates are unopposed. For
example, Denton County spent more than $12,000 in May 2000 for a specia election in
which only one candidate ran to replace the late Rep. Ronny Crownover. In political
subdivisions other than counties, unopposed candidates routinely take office without
unnecessary special elections.

Since the Texas Constitution sets forth the manner in which legidative candidates are
elected to office and requiresthat senators and representatives be el ected, any proposal to
cancel a specia election to fill a vacancy in the Legislature requires a constitutional
amendment as well as a change in the Election Code.

This amendment would not discourage anyone from running for office, nor would it
interfere with anyone’ s voting rights. If a candidate is unopposed, the race essentially is
decided already. Anyone who wants to become a candidate after the close of the filing
period has ample timein which to declare awrite-in candidacy, in which case the election
would not be canceled. Under current law, if the ballot contains only a single unopposed
candidate, the el ection becomes an expensive but required formality.
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HB 831’ srequirement that write-in candidatesin aspecial |egislative el ection declaretheir
candidacy formally would ensure that write-in votes would be counted only for those
interested in serving. According to the Secretary of State’'s Office, specia legidlative
elections are among the few in which current law allows write-in votes for undeclared
candidatesto be counted. In most el ections, candidates not on the ballot must declaretheir
candidacy to have write-in votes counted.

In January 2000, write-in votesfor ascattering of personsin aspecial legislative election
in Bexar County forced a runoff election between the only two candidates who had filed
intheelection becausethe vote between themwas so closethat neither received amajority.
Bexar County had to pay about $32,000 for the runoff election. Had there been a
requirement that write-in candidates declare their candidacy and no one had declared,
these voteswould not have been counted, and there would have been no need for arunoff
election.

Opponents say

Canceling special electionsfor legislative vacancieswould deprive voters of their right to
vote for candidates of their choice and of knowing who their elected leaders are. It also
would deprive candidates of the opportunity to gain visibility by campaigning. Even if
voter turnout islow because there is only one candidate on the ballot, those who take the
time to become informed and vote are exercising their right to endorse the candidate they
want to represent them. The privilege of voting is important and should not be taken
lightly, even for the sake of convenience or saving money. Also, restricting write-in
candidates, as would be required if HB 831 became law, would deprive voters of the
opportunity of voting for the person of their choice, regardless of whether the person had
made aformal declaration of candidacy.

Notes

If voters approve Proposition 9, the enabling legislation, HB 831, also will take effect,
authorizing the secretary of stateto declare an unopposed candidatethewinner in aspecial
electiontofill alegidativevacancy if there are no opposed candidates, no propositionson
the ballot, and no declared write-in candidates. Write-in candidatesin special electionsto
fill legidative vacancieswould haveto declare their candidacy with the secretary of state.
Any votesreceived for awrite-in candidate not on thelist of write-in candidates could not
be counted.
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Authorizing ad valorem tax exemption

for goods In transit
(SJR 6 by Duncan, et al./Gallego)

Texas Constitution, Art. 8, sec. 1-j and Tax Code, sec. 11.251 exempt from ad valorem
taxation so-called “freeport” property that isin the state temporarily. Eligible “freeport”
property includes goods, wares, merchandise, and other tangible personal property,
including aircraft and aircraft parts used for maintenance or repairs by certificated air
carriers, and ores, other than oil, natural gas, and other petroleum products. To beeligible
for thefreeport exemption, property must beacquired in or importedinto Texasfor export;
detained for assembly, storage, manufacturing, processing, or fabrication; and shipped out
of state no later than 175 days after acquisition or importation. Local governments were
allowed to elect before April 1, 1990, to overrule the exemption and tax such property,
although they retain the option of deciding permanently to rescind their decision to tax.

Digest

Proposition 10 would add Art. 8, sec. 1-n to the Constitution to authorize the Legislature
to exempt from ad val orem taxation property that is stored temporarily en route to another
location in Texas or outside the state. Exempt property would include the same types of
goods and products €ligible for the fregport exemption. The property would have to be
acquired in or brought into Texas and stored at alocation not owned or controlled by the
property owner for not more than 270 days after acquisition or importation. (Unlike
“freeport goods,” which may be exempt if exported within 175 days (Art. 8, sec. 1-j), these
“goods in transit” would not have to be shipped out of state to qualify for the new
exemption.)

Governing bodiesof taxing jurisdictions could chooseto tax goodsintransit if another law
did not exempt the property. A governing body would haveto hold apublic hearing before
acting to do so. Ownersof property eligiblefor the freeport exemption could apply for the
goods-in-transit exemption if the Legislature enacted it, subject to the decisions of their
local taxing entities. However, an owner receiving the goods-in-transit exemption could
not claim the freeport exemption for the same property. The amendment would take effect
January 1, 2002.

Theballot proposal reads: “ The constitutional amendment to promote equal tax treatment
for products produced, acquired, and distributed in the State of Texas by authorizing the
legislature to exempt from ad valorem taxation tangible personal property held at certain
locations only temporarily for assembling, manufacturing, processing, or other
commercia purposes.”

Supporters say
Proposition 10 would be an important first step in helping Texas regain its share of

lucrative warehousing and distribution markets. Voter approval would alow the
Legidature to act to stem the loss of customers and jobs to other states.

Page 30

House Research Organization



Since 1989, the “fregport amendment” has offered only limited tax relief. Because it
applies only to interstate freight, it discriminates against Texas goods bound for in-state
destinations. Asof 1999, only 219 taxing entities allowed the exemption, according to the
Comptroller’ sOffice. Thispatchwork tax policy hasresulted in alack of uniformity in tax
appraisal and administration, exacerbated by different tax treatments for various
agricultural products.

Although some taxing entities have used the fregport exemption to attract out-of-state
business, this provision actually has penalized the Texas warehouse industry. Some
devel opers persuaded rural areas with lower operating costs and no warehouses to attract
warehouse development by offering the exemption. This forced existing warehouses in
developed areas without the exemption to lower their prices in order to compete.
Surrounding states offer much more favorable inventory tax treatment — for example,
Oklahoma fully exempts all freeport goods with no local “opt-out” option, and New
Mexico exempts inventories with few exceptions. Recognizing their competitive
advantage, nearby states began enacting laws and promoting policies to help their
warehouse operators attract new business. Many manufacturers began storing their
products outside Texas, costing the state an estimated 27,000 jobs.

The predicted losses in state revenue caused by increased state reimbursement to school
districts due to reduced local revenue from the goods-in-transit exemption are
exaggerated; such losses should not exceed $11 million. In fact, many school districts,
along with other taxing entities, might choose to opt out of granting the exemption and
continue to tax such property. Also, the Legidative Budget Board's (LBB) fiscal-note
projections do not take into account the greater sales tax revenue that would accrue from
increased warehousi ng activity. Dynamic modeling performed by The Perryman Groupin
2000 projected a potential annual income gain of $540 million and almost 14,000 new
permanent jobs.

V oter approval of thisamendment would mark animportant changein statetax policy. The
Legislature could consider enabling legislation to implement the proposed exemption in
2003 or when the state’ s revenue outlook improves sufficiently.

Opponents say

Any measure that could erode local tax bases further would be imprudent, especialy ina
time of revenue shortfall and fiscal uncertainty. Since 1994, state and local tax revenues
have declined as a percentage of personal income. Creating anew exemption would result
in substantial coststo the state aswell asto local governments. The state should impose a
moratorium on new tax exemptions until the efficiency and appropriateness of existing
exemptions are determined.

Thelooming crisisin school finance makes Proposition 10 al the moreill-advised. Many
school districtshavereached the statutory rate cap of $1.50 per $100 of assessed valuation
for maintenance and operations taxes, and many more districts are approaching the cap.
LBB estimates that if all taxing entities granted the goods-in-transit exemption, the
required state reimbursements to school districts for revenue lossesin fiscal 2003 would
total $36 million in fiscal 2004. Those reimbursements would compensate districts for
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declinesintaxable property values, depending on wording of theenablinglegislation. This
could be particularly burdensome for property-wealthy districts subject to revenue
recapture under the so-called “Robin Hood” system. Also, nonreimbursable losses to
citiesand countiesin fiscal 2003 would total $7.8 million and $11.2 million, respectively,
according to LBB. Losses would continue to escalate through 2006 and beyond.

Allowing local governments to “opt out” of the goods-in-transit exemption would
perpetuate existing problems with tax administration. Business and industry likely would
relocate to exempt areas, creating the same tax-policy patchwork that plaguesthe freeport
exemption. The adverse economic consequences could be disproportionately detrimental
to small and rural communities that depend on afew large businesses.

Texasalready hasan attractive businessclimate. The proposed amendment unfairly would
shift the property tax burden from certain taxpayers who happen to own goods-in-transit
property to others. It would show favoritism by subsidizing a single, relatively small
industry, yet produce little positive “ripple effect” benefiting the state economy. The
impact of economic losses from across-the-border migration of storage facilities is
overstated. Realistically, such out-of-state facilities can serve efficiently only marketsin
Dallas-Fort Worth, El Paso, and perhaps Houston. Texas should not be lured into a tax-
break war with other states for dubious returns to address what amount to regional
problems.

Criteria for assessing the new exemption would complicate rather than simplify the
appraisal process. Determining property owners intent could be difficult, because
ambiguity in the language might allow them to claim exemptions for goods that arguably
are not meant for shipment. More tax law complexity simply raises costs for taxpayers.

Other opponents say

Because the 77th Legidature enacted no enabling bill, the tax exemption for goods in
transit proposed by Proposition 10 could not take effect for at |east two years, evenif voters
approve it. Voters will be in the same quandary as in 1999, when they approved the
amendment providing atax exemption for automobilesleased for personal use, which had
no immediate effect. It would be better to wait and adopt both the amendment and the
enabling legislation simultaneously.

Notes

The 77th Legislature did not enact enabling legislation for SIR 6. SB 174 by Duncan
passed the Senate but died in the House Calendars Committee. The companion proposal,
HJR 25, and itsenabling legis ation, HB 438, both by Gallego, died inthe House Waysand
Means Committee.
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Allowing school teachers to receive pay

for serving on local government boards
(HJR 85 by Bosse/Lindsay)

Texas Congtitution, Art. 16, sec. 40 prohibits a person from holding more than one civil
officefor compensation. The many exceptionsinclude certain officessuch asjusticeof the
peace, county commissioner, and notary public, as well as members of the military, the
reserves, and military retirees. State employeesand others, such ascurrent or retired public
school teachers, who receive all or part of their compensation directly or indirectly from
state funds, may serve on the governing bodies of school districts, cities, towns, or other
local government bodies, provided that they receive no salary for such service.

Digest

Proposition 11 would amend Art. 16, sec. 40 to allow a school teacher, aretired teacher,
or aretired school administrator to receive pay for serving as amember of the governing
body of a school district, city, town, water district, or other local government.

The ballot proposition reads: “ The constitutional amendment to allow current and retired
public school teachers and retired public school administrators to receive compensation
for serving on the governing bodies of school districts, cities, towns, or other local
governmental districts, including water districts.”

Supporters say

Proposition 11 would remove an antiquated prohibition that makesit difficult for teachers
to serve as members of the governing boards of local governmental bodies. Those who
wish to serve must give up any salary or other compensation normally provided for hours
of public service. Many people who have run for these offices have been unaware of this
prohibition and later have been forced to repay their salaries.

Allowing education professionalsto earn salariesfor serving on local government boards
would increase the pool of qualified candidates for these offices and would alow more
teachers and retired educators to serve their local communities. There is no reason to
prohibit teachers from receiving two public paychecks for doing two entirely different
jobs. By definition, teachers are well educated, and many already are active in their
communities, yet the current restriction discouragesthem from serving on local governing
boards that offer compensation.

Serving asateacher and on alocal government board are complementary activities, just as
serving in a private-sector job and on a government board are complementary. In many
cases, teachers aready serve voluntarily on local governing boards. Thereisno reason to
believe that they would not work as hard once they could be paid for their service.

Proposition 11 properly would continue to prohibit teachers and retired educators from
holding state offices, but would allow them to receive compensation for serving on local
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government boards. Thiswould ensurethat teachers and retired educatorswere not treated
differently from other people who want to serve their local communities.

Local governing boards rarely pay aliving wage and typically cover only expenses and
other costs. Peopl e serving on these boards need other employment to earnaliving. If local
government officials were paid on par with private-sector employees, the public might
have more reason to expect an official to give up the other position, regardless of whether
it was a public or private-sector job.

State law and local policies addressthe issue of potential conflicts of interest and prevent
local government board membersfrom voting on or influencing discussions on any matter
inwhich they have aninterest. It isequally likely, if not more so, that a person working at
aprivatebusinesscould haveaconflict of interest while serving onalocal board. However,
a potential for conflict does not disqualify private-sector employees or business owners
from serving or being paid. The same standards should apply to teachers, and there would
be even lesspotential for conflict if retired teachers or school administratorswere paid for
their public service.

Proposition 11 is drawn more narrowly than SIR 26, which Texas voters defeated in
November 1999. This proposed amendment would address only payment for service of
current and retired education professionals on local government boards, rather than
allowing all state employeesto receive salaries for serving on these governing bodies.

Opponents say

Good reasons exist for the constitutional prohibition against a person who is paid with
taxpayer dollars holding more than one public position. When taxpayers are paying a
person’s salary, they expect that person’s total commitment to the job. When a person
acceptstwo offices, at some point thosetwo officeswill comeinto conflict asto theamount
of timerequired to do each job well. Some city council and school board officesin major
population centers amount to full-time positions.

Proposition 11 is an attempt to fix a nonexistent problem, because school districts and
water districts typically do not pay their board members. All members of these boards
adready serve as volunteers. Many city and town council members receive no
compensation or only token salaries for their service. These officials easily can waive
receiving pay from the municipality.

Texas voters clearly rejected a similar proposition in 1999. They should not be asked so
soon to vote again on asimilar proposal.

Other opponents say

The proposition should eliminate restrictions on all state employees who wish to hold

government office, whether asamember of alocal governing board or of the Legislature.
State employees hold a position of employment, not an office requiring election or
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appointment, so the dual office-holding restrictions should not apply to them at all. They
at least should be paid the same as other officeholders.

Notes

Asfiled, HIR 85 would have worded the ballot proposition to allow college professors, as
well as school teachers, retired teachers, and retired school administrators, to receive pay
for serving on alocal government board. The House-approved version of HJR 85 would
have limited the change to teachers serving on water district boards, but the Senate
amended the proposal to includethegoverning boardsof school districts, cities, towns, and
other local governments as well.

In November 1999, votersrejected Proposition 5 (SJIR 26 by Ratliff/Krusee), whichwould
have allowed all state employeesto be paid for service on local government boards.
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Eliminating duplicative and obsolete

provisions from the Constitution
(HJR 75 by Mowery, et al./Shapiro)

The Texas Constitution originally was adopted in 1876. Since then, the Legislature has
proposed 567 amendments, of which Texasvoters have approved 390. Various provisions
have been rendered obsolete by federal judicial decisions or enactments, repeat the same
or similar language, or refer to programs and entities no longer in effect.

Digest

Proposition 12 would remove, reword, or relocate many provisions of the Constitution,
including:

deleting provisionsthat divide senatorial districts by the number of qualified electors,
rather than by population, and that prohibit counties from having more than one
senatorial district;

deleting references to repealed Art. 3, sec. 26a, regarding reapportionment of state
representative and senatorial districts;

requiring the Legislature to submit local fence laws and livestock regulations for
approval by votersrather than by “freeholders’ in the affected section of the state;
making various references gender-neutral;

deleting severa “incumbent protection” provisions for judges, including one that
expired in 1891;

repealing Art. 7, sec. 9, which requiresthe creation of permanent accountsfor property
set asidefor the benefit of four defunct institutions, the Lunatic, Blind, Deaf and Dumb,
and Orphan asylums;

deleting provisions regarding the disposition of receipts from state ad valorem taxes;
deleting aprovision that only “ property taxpayers’ are qualified to vote and relocating
provisions that prohibit persons convicted of bribery, perjury, forgery, or other high
crimes from voting or serving on juries;

deleting duplicate oath-of-office provisions,

relocating the authority of county commissioners to call an election to elect a tax
assessor-collector or to designate the sheriff as assessor-collector in counties with
populations of fewer than 10,000 people;

eliminating a duplicate provision for when an elected or appointed officer of ahome-
rule city resigns that position when running for another office; and

removing provisions for the election to abolish the office of constable in Reagan and
Roberts countiesand revising Art. 5, sec. 18(e) to reflect that the constable officesare
abolished in Mills, Reagan, and Roberts counties, as previously approved.

Proposition 12 also would repeal and relocate sections of Art. 16 that:

require the Legidature to prescribe the qualifications of grand and petit jurors and
specify that grand and petit juries may include women;

authorize the Legislature to pass fence laws,

forbid the Legislature to pass a special law exempting, relieving, or discharging a
person or group from a public duty or service required by general law; and
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e authorizelegidlativeappropriationsfor devel opment and dissemination of information
about Texas resources.

Temporary provisions of HJR 75 would:

e providethat any land held for the benefit of the Insane Asylum, Institutefor the Blind,
Deaf and Dumb Institute, and Orphans' Home be sold by the General Land Officefor
the benefit of education and that the money remaining in any permanent fundsfor those
defunct institutionsbetransferred in equal sharesto the Texas School for theBlind and
Visually Impaired and the Texas School for the Deaf by January 1, 2005;

e provide that reenactment of any provision of the Constitution for purposes of
amendment does not revive a provision that may have been repealed impliedly by
adoption of alater amendment; and

e gspecify that approval of Proposition 12 would not affect vested rights.

The ballot proposal reads:. “ The constitutional amendment to eliminate obsolete, archaic,
redundant, and unnecessary provisions and to clarify, update, and harmonize certain
provisions of the Texas Constitution.”

Supporters say

Proposition 12 would streamline the existing Constitution by deleting obsolete,
inconsistent, and moot provisions, by relocating provisionsto morelogical places, and by
renumbering provisions with duplicate numbering. A complete overhaul of the
Constitution could result in an improved document but would involve making many
substantive changes that need to be examined thoroughly. Rather than wait for the
L egidlature to adopt a complete rewrite, Proposition 12 would allow votersto update the
current constitution and remove many of the unnecessary provisionsthat makeit difficult
to use.

Oneexampleof an obsolete provision that Proposition 12 would updateisthe requirement
that state Senate districts be divided on the basis of “qualified electors’ rather than of
population. The Legislature, the L egidlative Redistricting Board, and the courts have not
used qualified electors as the population basis for drawing Senate districts since the one-
person, one-vote standard was established by the U.S. Supreme Court decisionin Reynolds
v. Sms, 377 U.S. 533 (1964). No practical way exists to establish a database of qualified
electors, which would have to exclude non-citizens, felons and others not eligible to vote
from a list of adults older than 18 years of age. Minority groups that have a larger
proportion of children under age 18 would be underrepresented if the qualified-electors
standard were used. An attorney general’ s opinion (MW-350, May 30, 1981) determined
that aSenatedistrict plan based on qualified el ectorswould be“ unconstitutional onitsface
and inconsistent with the federal constitutional standard.” Eliminating the qualified-
electors standard for Senate districts simply would reflect current practice and the
generally accepted legal standard.

Proposition 12 would permit the use of what now are “dead funds’ to benefit Texans now
needing those services. About $592,000isbeing heldinfour fundsfor thelnsane Asylum,
Institute for the Blind, Deaf and Dumb Institute, and Orphans Home, and 160 acres of
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public land remains in the accounts for Institute for the Blind and the Deaf and Dumb
Institute. Since these accounts are mandated in the Constitution, the proceeds cannot be
“swept” — or redlocated — into state general revenue accounts for current use.
Proposition 12 would allow these assetsto betransferred to the Texas School for the Blind
and Visually Impaired and the Texas School for the Deaf by January 1, 2005. The change
also would help simplify the management of these accounts by the Comptroller’s Office
and the General Land Office and would allow them to be used as originally intended.

All the proposed changes arerel atively minor and noncontroversial. None of therevisions
warrant separate propositions, and no one provision would justify rejecting theentire slate
of changes.

Opponents say

Rather than amend and repeal sections of an out-of-date constitution, it would make more
sense to overhaul the document to make it a leaner, more responsive blueprint for
government for the new century. The sheer volume of unnecessary provisions being
removed by Proposition 12, following two similar revisionsin 1997 and 1999, showsthe
need for a complete overhaul.

Because of thelarge number of changesin Proposition 12, some of the proposed revisions
may not have been examined fully. Inadvertent changes or the repeal of certain sections
could result in unintended consequences.

Potentially controversial or substantive changes may be hidden among less dramatic
changes in this so-called “cleanup” amendment. One example is the elimination of
“qualified electors’ as the population basis for state Senate districts. No clear judicial
precedent existsfor regjecting theuseof qualified electorsasthebasisfor redistricting or for
requiring total population asthe only standard that must be used. Use of qualified electors
as the standard for drawing Senate districts arguably meets the “one person, one vote”
electoral equality requirement moreaccurately than doestotal population. Gov. William P.
Clements, Jr. vetoed a Senate redistricting plan approved by the Legislaturein 1981 in part
because it was not based on qualified electors as required by the Texas Constitution, and
other Senate redistricting plans have been challenged in court on the same basis, with no
definitive ruling on the question.

Notes

Texasvotersapproved similar “cleanup” amendmentsin 1997 (Proposition 4, HIR 104 by
Mowery/Ogden) and 1999 (Proposition 3, HIR 62 by Mowery/Shapiro).
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Allowing school districts to donate old

schoolhouses for historic preservation
(SJR 2 by Wentworth/Hilderbran)

School boardshave no explicit authority to donate surplus school-district property to other
entities. Texas Congtitution, Art. 3, sec. 52 prohibits any political corporation or subdivision,
including aschool district, from lending its credit or granting public money or athing of
value to any individual, association or corporation. Education Code, chapter 11 outlines
the powers and duties of the boards of trustees of independent school districts, including
the authority to sell property.

Digest

Proposition 13 would add Art. 7, sec. 4B to the Constitution to allow the Legislature to
authorize a school district’s board of trustees to donate district real property and
improvements formerly used as a school campus for the purpose of preserving the
improvements. Such an act of the L egislaturewould haveto providethat before the school
board could make the transfer, it would have to determine that the district did not need the
property for educational purposes, that the improvements had historical significance, and
that the transfer would further the preservation of the improvements.

The ballot proposal reads: “The constitutional amendment authorizing the legislature to
authorize the board of trustees of an independent school district to donate certain surplus
district property of historical significancein order to preserve the property.”

Supporters say

During thelate 1800s and early 1900s, rural landownersdonated land and built one-room
schoolhouses to educate their children. When the Gilmer-Aiken Act of 1949 required
consolidation of school districts throughout the state, the old country schools were given
tothenew school districtsfreeof charge. Many of the old schoolhousesnolonger arebeing
used as school facilities but still are considered surplus property of the districts. No
taxpayer funds have been used on these schools since they were given to school districts
50 years ago. Most of the country schools have been used as community centers to hold
meetings, eections, reunions, and weddings. Community organizations have maintained the
old school buildings and have paid for al operating costs. However, because of
congtitutional restrictions, school districts may only sell, and cannot donate, surplus
property, including old schoolhouses that would be preserved for community purposes.

The historic value of these sites is unquestioned. As the original locations of the first
attempts at rural education in Texas, they add richly to the historic tradition of their
communities. These sites are not suitable as future school locations and have no realistic
value for any future use by the school districts.

School boards and communities are concerned with the long-term status, maintenance,
and preservation of these historic sites. All partiesinvolved want these propertiesto bein
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the hands of groups dedicated to preserving these locations — whether another
governmental entity (such asacity or acounty) or anonprofit organization. The continued
availability of these properties as centers for rural community groups and gatheringsis
vital. This can best be accomplished by allowing school districts to pass the ownership to
other groups.

Opponents say

Rather than amend sections of an out-of-date state constitution every legidative session
and ask thevotersto approve piecemeal constitutional changesevery few yearstodeal with
special situations such as allowing school districts to donate old schoolhouses, it would
make more sense to overhaul the document. The Constitution needs to be aleaner, more
responsive document that would serve Texas as a blueprint for government in the 21st
century.

Notes

If voters approve Proposition 13, the enabling legislation, SB 116 by Wentworth/
Hilderbran, asowill take effect. It would authorize the board of trustees of anindependent
school district to donate certain surplus district property to a city, county, or nonprofit
organization in order to preserve the property. The donated property would have to
continue to be used as a community center for public purposes, such as youth or senior
citizen activities, fundraising events for noncommercial groups, or educational or
entertainment events. Ownership of the property would revert back tothedistrict if thecity,
county, or nonprofit organization ceased using the property as a public community center
or executed a document that attempted to sell the property.
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Authorizing ad valorem tax exemption

for travel trailers
(HJR 44 by Flores/Lucio)

Under Texas Constitution, Art. 8, sec. 1(d), the Legislature may exempt from ad valorem
taxation tangible personal property, except structures that are personal property used or
occupied asresidential dwellings and property held or used for the production of income.

Tax Code, subchapter B exemptsvarioustypesof property from ad val orem taxation. Sec.
11.14(a) allowslocal taxing unitsto grant exemptionsfor non-income-producing tangible
personal property, other than manufactured homes.

Digest

Proposition 14 would amend Art. 8, sec. 1 to allow the L egislatureto authorize taxing units
other than school districtsto grant property tax exemptions to owners of registered, non-
income-producing travel trailers, regardless of whether the trailers were real or personal
property. To be eligible for the exemption, a trailer would have to be registered in
compliance with state law on January 1 of the applicable tax year. The proposed
amendment would take effect January 1, 2002.

The ballot proposal reads:. “ The constitutional amendment to authorize the legislature to
authorizetaxing unitsother than school districtsto exempt from ad val orem taxation travel
trailers that are not held or used for the production of income.”

Supporters say

Proposition 14 would provideuniformity inlocal taxation of travel trailersand would help
promote the tourism industry by encouraging more people to visit the state for extended
periods. Travel trailers have grown increasingly popular in Texas asrecreational vehicles
and winter homes, especially in Hidalgo and Cameron counties. The Texas Department of
Transportation reportsthat morethan 161,000 travel trailerswereregistered in Texas as of
January 2001. According to the Texas Association of Campground Owners, about 70,000
“winter Texans’ inhabit the Lower Rio Grande Valley each year, contributing more than
$165 million to local economies. Some of these residents livein their trailers six months
out of the year, yet retain their mobility.

Thisinflux of non-permanent residents has created uncertainty about the ad valorem tax
treatment of travel trailers, compounded by two recent opinions of the attorney general.
Opinion No. JC-0150 (December 8, 1999) upheld taxation of travel trailers as personal
property. Opinion No. JC-0282 (September 7, 2000) held that the Tax Code does not
precludetaxation of travel trailersasreal property improvementsif they have been affixed
to someone else’s land.

Proposition 14 would clarify the property tax statutesand remove appraisal subjectivity by
allowinglocal taxing entitiesto exempt travel trailers, regardl ess of whether they werereal
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or personal property. It would activate the provisions of the enabling legislation, HB 2076
by Flores/Lucio, which would definetravel trailersas camper trailersor housetrailer-type
vehicles, whether affixed to real estate or not, that are lessthan 400 squarefeet in areaand
are designed primarily as temporary living quarters for travel, camping, recreational, or
seasonal use, not as permanent dwellings.

Allowing local exemptions would promote uniformity in the appraisal process. Some
appraisers do not appraise travel trailers as taxable property at all; some appraise them as
real property, especialy if they have carports or attached rooms; some appraise them as
rental property; others apprai se them as personal property. Compounding the problem are
park-model trailers, somewhat similar to mobile homes. Such inconsistency of tax
administration across counties is inequitable and detrimental to the state and local
economies. It also hasled to class-action lawsuits in Hidalgo and Cameron counties that
the proposed amendment would end.

Proposition 14 also would promote tax fairness. Travel trailer owners already pay sales
taxes when they buy their trailers. They also must pay annual vehicle registration feesto
move or sell them. Taxing them again as property is excessive, if not double, taxation.

Property taxeson travel trailershinder tourism and economic development in aregion that
sorely needs both. They also penalize a productive class of residents, most of whom are
retired on fixed incomes and contribute positively to their adopted homes. Cameron
County realizesabout $1 millioninannual tax revenuefromtravel trailers, and Hidalgo County
recelvesabout $1.4 million annually. But continued taxation, especialy if not appliedfairly
and uniformly, wouldreducethetrailer popul ation, ashasoccurred in other southwestern states.
Recreational vehicle tourism is down 8 percent in the Valley, and half of those surveyed
cited property taxes as their reason for leaving. The economic benefits of keeping these
visitorsin Texas would outweigh the benefits of the property tax revenue they generate.

Any exemptions would be optional on the part of local taxing entities. Also, the proposed
amendment would not preclude local entities from making travel trailers taxable by
enacting specific ordinances or orders. School districts, however, would be prohibited
from exempting travel trailers, thus preventing any repercussions for school finance.
Nevertheless, the Legisative Budget Board found that, even without banning school
property-tax exemptions, the fiscal impact to the state and local governments would be
insignificant because of the limited number of countieswith immobiletravel trailers. The
owners of these trailers pay between $100 and $300 a year in property taxes on average,
according to some local officias.

Opponents say

Allowing property tax exemptions for travel trailers would create a special class of
homeowner. Travel trailers may be occupied indefinitely and can have frame structures
attached to them. If ownerslivein them, the trailers should be taxed asreal property, like
manufactured homes. Second homes are not inherently tax-exempt ssimply because they
are mobile.

Page 42

House Research Organization



Creating another exemption would complicate the system rather than ssmplifying it. The
attorney general has held that travel trailers are personal property and, if affixed to real
estate, may be considered real property improvements. The problem is not the statutes
themselvesbut thelack of guidancefor appraisersin applying the statutes. The Legislature
should define more specifically what constitutes a taxable residence, as it has done for
manufactured homes. For example, park-model trailers— essentially mini-mobile homes
— arenottruly travel trailersbecausethey aretoo wideto betowed by pickuptrucks. Some
trailer owners apply for homestead exemptions.

Proposition 14 would erode local tax bases. The Valley especially needslocal tax revenue
to expand and enhance basic services that are being stretched by a growing population.
Semi-permanent residentswho usethose services should pay their fair share. Many winter
Texans run small businesses or participate in cottage industries involving border
communities. It is unfair to tax impoverished families living in substandard homes in
nearby colonias while exempting affluent retirees living in trailers that cost as much as
$40,000 each.

Despite long-standing claims that such taxes inhibit tourism, the winter Texans keep
returning. This shows that they choose their seasonal homes not on the basis of taxes but
because of other factors such asthe overall low cost of living, aesthetics of the landscape,
and proximity to the Gulf of Mexico.

Other opponents say

Proposition 14 would not give owners of travel trailers significant tax relief, because it
would not allow thetrailersto be exempt from school property taxes, which account for the
bulk of the owners' tax bills. School districts should be allowed the same discretion as
other taxing entitiesin regard to their tax policies.

Notes

HB 2076, the enabling legislation for Proposition 14, defining which travel trailers could
be tax-exempt, would take effect if voters approve the amendment.
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Creating a highway bond fund and allowing

state spending on toll roads
(SJR 16 by Shapiro/Brimer, et al.)

Texas Condtitution, Art. 3, sec. 52-b requires the Texas Turnpike Authority (TTA) or its
successor agency to repay to the State Highway Fund any monies spent by the Texas
Department of Transportation (TXxDOT) ontoll roads, toll bridges, or turnpikes. Art. 8, sec.
7-adedicates three-fourths of net motor-fuel tax revenue to the highway fund (designated
by the Comptroller’s Office as Fund 6), which al so receives revenue from motor-vehicle
registration feesand salestaxes on lubricants. Fund 6 money may be appropriated only for
specific highway-related purposes.

Art. 3, sec. 49 of the Constitution prohibits state debt, generally requiring that voters
approve bonded indebtedness before the state may incur it. Sec. 49-j limits annual state
debt payable from state general revenue to 5 percent of the annual average amount of
nondedicated general revenue for the three preceding fiscal years.

Digest

Proposition 15would add Art. 3, sec. 49-k to the Constitution, creating the TexasMobility
Fund in the state treasury. The Texas Transportation Commission (TTC) or its successor
would administer this revolving fund to finance acquisition, construction, maintenance,
reconstruction, and expansion of state highways, including design and right-of-way
purchases. Money in the fund also could be spent on public toll roads and other public
transportation projects.

TTC could issue bonds pledged against the fund to be repaid from the fund balance. Bond
proceeds could be used for refunding obligations and related credit agreements, creating
reserves, and paying issuance costs and interest on bonds.

TheL egislature coul d dedicateto thefund one or more specific revenue sourcesor portions
of other state revenues, as long as the sources were not otherwise dedicated by the
Constitution. Motor-vehicleregistration feesand taxeson motor fuel sand lubricantscould
not be dedicated to the fund. Dedicated revenue would be considered appropriated when
received by the state, deposited automatically into the fund, and used as provided by
Proposition 15 and any law enacted under its authority without any further appropriation.

The dedication of aspecific source or portion of revenue, taxes, or other money could not
be reduced, rescinded, or repealed unless two conditions were satisfied. First, the
Legidature by law would have to dedicate a substitute or different source that the
comptroller projected to beof equal or greater val uethan the dedi cated source. Second, the
L egislature would have to authorize TTC to guarantee payment of any bonds, notes, other
obligations, or credit agreements by pledging the state’ s full faith and credit if dedicated
revenue were insufficient to cover the payment. If TTC took such action and dedicated
revenue was insufficient, the first revenue deposited into the state treasury not otherwise
dedicated constitutionally would be appropriated to pay principal and interest on the
obligations or agreements, less any fund amount available for payment.
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If approved by the attorney general, obligations and credit agreements issued in
conjunction with thefund would be considered incontestable. Judicial enforcement would
be delegated to a Travis County district court.

The fund’s obligations and credit agreements would not be included in computing the
constitutional limit on state debt under Art. 3, sec. 49-j, except to the extent that the
comptroller projected that general revenuewould be needed to pay theamountsdue should
TTC exercise its authority to pledge the state's full faith and credit or that money were
dedicated to the fund from an unspecified source.

Proposition 15 also would amend Art. 3, sec. 52-b to authorize TxDOT to lend or grant
money for acquisition, construction, maintenance, or operation of turnpikes or toll roads
and toll bridges. The amendment would repeal the constitutional requirement to repay
Fund 6 from tolls or other turnpike revenue.

The ballot proposal reads. “The constitutional amendment creating the Texas Mobility
Fund and authorizing grants and |oans of money and issuance of obligationsfor financing
the construction, reconstruction, acquisition, operation, and expansion of state highways,
turnpikes, toll roads, toll bridges, and other mobility projects.”

Supporters say

Proposition 15 would establish an innovative mechanism for stretching state highway-
funding dollars to build badly needed highways sooner. Texas' traditional “pay-as-you-
go” approach to highway finance no longer isviable. The state’ s phenomenal population
growth hasled to more vehicle-milestraveled, greater traffic congestion, clogged border
crossings, deficient rural roads, and many unsafe bridges. Demand has far outstripped
capacity while spending has lagged. Texas never will catch up with demand if it does not
prepare itself to innovate, as allowed by Proposition 15.

Highwaysaretheonly major capital projectsfor which the state doesnot borrow money by
issuing bonds. That policy no longer is defensible in the face of spiraling needs, lost
economic opportunities, and reduced quality of life. Citiesand counties routinely finance
street and road projectswith bonds. Thereisno good reason why the state should not avail
itself of thisfinancing tool as well, subject to appropriate constraints.

The Texas Mobility Fund would supplement federal and state highway revenue without
jeopardizing either. It would provide both flexibility and structure, allowing spending on
avariety of transportation projects while keeping the fund balance secure. The balance
would be used primarily to leverage highway bonds, enabling proj ectsto begin sooner and
reducing the impact of construction inflation. The interest earned would generate money
for even more projects.

It would be up to future legislatures to dedicate revenue to the fund, either through greater
efficiencies, increased appropriations, or new sources. However, it is important to
establish the fund now as a policy statement until adequate funding can be obtained.
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While theoretically Proposition 15 could allow issuance of general obligation bonds
backed by general revenue, asopposed to revenue bondsbacked by an as-yet undetermined
revenue source, such ascenario isimprobable. The provision in the amendment requiring
that general revenue be used to cover bond debt service if other revenue sources are
insufficient isdesigned to protect investorsin the unlikely event of apotential default. The
enabling legidlation, SB 4 by Shapiro/Brimer, requires that the mobility fund contain at
least 110 percent of the money necessary to pay principal and interest on all obligations
issued each year. Therefore, itishighly unlikely that the mobility fund ever would become
overextended and require general revenue to pay debt service on the bonds.

Thestipulationin Proposition 15 that revenue dedi cated to the mobility fund automatically
be appropriated for purposes of the fund is not unprecedented. The Legidature
appropriated money to many state agencies in that manner prior to a change in policy
beginning inthe 1980s. The goal isto ensureinvestorsthat money earmarked for highway
bondswill bethere by preventing the Legislaturefrom“raiding” thefund by appropriating
for non-highway purposestherevenue dedicated to thefund beforeit reachesthefund. The
Legidature already delegates spending decisionsto TTC in an effort to depoliticize the
highway project-sel ection process. The amendment merely would place that sound policy
in the Constitution as it pertains to the mobility fund.

Allowing the state to spend money up front on toll roads would hasten construction of
much-needed highway projects. Forgoing repayment to TXDOT of state funding for toll
roads would alleviate the double-edged problem most new toll projects face, that of two
liens— oneto TxDOT and the other to bondhol ders. Providing toll equity — shorthand for
the value of the state’s unreimbursed investment in toll projects — would alleviate some
of the burden of capital outlay for toll-road startup costs. This would make toll projects
more attractive to investors, accelerate debt retirement, and hasten production of toll
revenue.

Making it possible for projects to proceed as toll roads, rather than be financed
conventionally, also would reduce contributions by local governments, which eventually
would derive even more benefitsfrom additional projectsbuilt in their areaswith revenue
generated from toll roads. Toll equity would free more state dollars for other projects
because the state's spending share of atoll project would be much less than if it paid
entirely for the same project without tolls. Thisal so could mean more money spent overall
in certain areas when the value of toll projects is combined with conventional TxDOT
spending.

Four potential toll projects being planned by TTA for Central Texaslikely would benefit
the most from the innovative financing proposed by Proposition 15. Three other
prospective projects (two in San Antonio and one at South Padre | sland) al so could benefit,
as well asfive projects being planned in Dallas/Fort Worth by the North Texas Tollway
Authority and five projects planned by the Harris County Toll Road Authority.

Taxes pay for many roads that some motorists never use. Toll roads make sense as
alternativeroutesto high-traffic areas, availablefor anominal user fee. However, tollways
never will replacenon-toll roads; freeroutesalwayswill exist. Any planthat providesmore
money for highway construction while retaining state fiscal control would benefit all
motorists.
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Opponents say

Borrowing money by issuing bondswould make highways more expensivein thelong run
because of debt service, underwriting, and issuance costs. This would drain precious
resources from the task of providing transportation efficiently and would encumber
revenue that otherwise could be used on other projects. Bonding would not generate new
money for highways; it merely would reallocate it and tie it up for the future.
Overcommitment would limit Texas' ability to meet unforeseen needs. The statelacksthe
resources to make bonding viable soon enough to have a significant impact on Texas
transportation crisis. The Legislature either should find sufficient money in general
revenue or should increase the gasolinetax, the closest thing to auser feefor all motorists.

Toll roads represent double taxation. Motorists already pay for highways at the gasoline
pump, vehicle registration counter, and at auto supply retailers. They should not have to
pay for highways again when they exercise their right to travel on them.

The constitutional prohibition against paying for toll roadswith non-toll revenue remains
sound. If tollsalone areinsufficient to undertake and sustain aproject, it should not bebuilt
asatoll road. Tollsare supposed to be high enough only to pay for thetoll roads and their
financing. The proposed amendment’s second piece of enabling legislation, SB 342 by
Shapiro/Alexander, would allow excesstoll revenue to be transferred to the new mobility
fund. Thiswould create an incentive to turn toll projectsinto “cash cows.” Users of toll
roads should not be expected to subsidize other highways.

Theamendment could create a potentially open-ended draw on general revenueto pay for
highway bondsif dedicated revenue in the fund were insufficient to pay the principal and
interest. Thereisnothingin Proposition 15 itself that would limit the amount of bondsthat
could beissued aslong asgeneral revenueor some other sourcewereavailableto cover any
shortfall in revenue dedicated to the fund. It also is unclear whether the language in the
amendment only applies to an unforeseen deficit. This could encourage the deliberate
issuance of more bonds than the revenue dedicated to the fund alone could cover.

Proposition 15 would undermine legislative oversight by appropriating automatically to
the mobility fund any revenue dedicated to the fund. The revenue could be used as
provided by the amendment and the enabling law “without further appropriation” by the
Legidature. Thisrare bypassing of legidative control of atreasury-based fund effectively
would del egate spending authority to TTC. TheL egislaturewould haveto enact statutesto
direct, preempt, or change any TTC spending decisions because the amendment would
preclude lawmakers from doing so through the appropriations process.

Other opponents say
It would be pointlessto create afund with no revenue, not unlike opening abank account

with no deposit. The Legislature should postponethisideauntil it isprepared to pay for it.
Texans need more money for roads now, not the legisative equivaent of a promissory
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note. Borrowing against an amost-sure thing, such as federal highway funds, would
provide a quicker and more meaningful infusion of capital than waiting for a better
economy to createabudget surplusor for aconsensusto form around apolitically sensitive
tax hike, either of which could take yearsto materiaize, if ever.

Evenif Texas' toll roadsincreased in number, they never would provide enough revenue
to reduce significantly the huge number of other transportation projects Texas needs to
build. SB 342, one piece of enabling legidlation that would take effect if the votersapprove
Proposition 15, would turn the original toll equity concept on its head — rather than the
state subsidizing toll roads, toll roads would be asked to subsidize the state highway
program. In fairness, toll revenue at least should be dedicated to more toll roads.

Notes

If votersapprove Proposition 15, then SB 4 by Shapiro/Brimer, creatingthe TexasMobility
Fund, and SB 342 by Shapiro/Alexander, setting forth proceduresfor TXDOT’ sparticipationin
toll projects, aso would take effect.

SB 4 would allow TTC to issue obligations to pay for all or part of the cost of building,
rebuilding, acquiring, and expanding state highwayswith auseful life of at least 10 years.
TTC aso could issue obligations to finance state participation in paying part of the costs
of publicly owned toll roads and other public transportation projects that the commission
determined to be in the best interests of the state in improving mobility. SB 4 would cap
bond maturities at 30 years.

Themobility fund would haveto contain at least 110 percent of themoney necessary to pay
principal and interest on all obligationsissued each year. Subject to thislimit, TTC could
guarantee payment of all obligationsby pledging thestate’ sfull faithand creditintheevent
that revenue dedicated to and on deposit in the fund were insufficient. TTC could issue no
obligations until TXDOT had developed a strategic plan detailing proposed expenditures
and expected benefitsto the state. To the extent that money was on depositinthefundin
excess of that required to pay all obligationsof thefund, TTC could usethe money for any
purpose for which obligations could be issued.

SB 342 would alow TxDOT to alocate up to 30 percent of its annual federal highway
spending authority (currently about $600 million a year) to toll projects. It also would
authorize TTCto createregiona mobility authoritiesto build, maintain, and operateturnpikes.
The authorities annually would determine if they had surplus revenue from turnpike
projects that exceeded debt service and operation, maintenance, or expansion costs. They
could usethesurplusrevenueby reducingtolls, spending it on other regional transportation
projects, or transferring it tothe TexasMobility Fund. TTC could convert asegment of thefree
highway system to aturnpike project and transfer it to aregional mobility authority to be
operated asatoll road. SB 342 al so would abolish the Texas Turnpike Authority board and
would transfer to the mobility fund all unspent and unobligated appropriations and other
monies under the board’ s control, estimated at $2.3 million as of the end of fiscal 2001.
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Shortening the waiting period for home
improvement liens and allowing homestead

liens for manufactured homes
(HJR 5 by Solomons/Shapleigh)

Texas Constitution, Art. 16, sec. 50 protects a homestead from forced sale for the
nonpayment of debt secured by the property, unless the debt is one of the specified
exceptions to the homestead protection. Among the exceptions are all or part of the
purchase money for the homestead and debt incurred for work and material used in
improving the homestead, subject to certain conditions. A contract for such improvements
must be in writing and signed by the owner and the owner’ s spouse and must be executed
at the office of an attorney, atitle company, or athird-party lender who makestheloan for
the work. The contract cannot be executed until 12 days after the homeowner applies for
credit. An exception to this waiting period allows immediate repairs to conditions that
materially would affect the health and safety of aresident of the homestead. Also, under
thefedera Truthin Lending Act, thehomeowner hasan additional threedaystorescindthe
work contract after it is executed.

When buyers purchase manufactured housing, it already may be permanently attached to
thereal property onwhichit sitsor it may be purchased separately and attached later. The
distinction is significant for how any debt on the purchase may be secured. The 76th
Legidature in 1999 amended Property Code, chapter 62 (HB 1086 by Solomons/
Shapleigh), seeking to allow buyers who incur debt in buying manufactured housing to
convert the lien to a debt also secured by the rea property after the home is attached
permanently. However, an attorney general’s opinion (Opinion No. JC-0357, March 27,
2001) interpreting this statute determined that when a manufactured home is bought
separately, the lien securing the purchase price of the manufactured home cannot extend
to the homestead |and on which the home is attached. Unlessthe home already isattached
to the homestead real property at the time of purchase, the lien is not for the *purchase
price” of the homestead property and, therefore, does not fall under one of the specific
exceptionstoforced salefor debt listed in Art. 16, sec. 50. A lender typically will not agree
to use homestead property as collateral for debt unlessthe lender can foreclose in case of
default.

Digest

Proposition 16 would amend Art. 16, sec. 50 of the Constitution by reducing from 12 days
to five days the period that must elapse before a homeowner or the homeowner’ s spouse
may execute a contract for improvements to the homestead in order for a lien on the
homestead to attach.

Proposition 16 also would expand the list of exceptions to the protection against forced
sale of ahomestead for payment of debt. It would add conversion and refinance of alien
on personal property secured by a manufactured hometo alien onreal property. Included
inthislienwould betherefinance of the purchase price of the manufactured home, the cost
of installing the home on the real property, and the refinance of the purchase price of the
real property. The amendment would take effect January 1, 2002.
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The ballot proposal reads: “The constitutional amendment prescribing requirements for
imposing a lien for work and material used in the construction, repair, or renovation of
improvements on residential homestead property and including the conversion and
refinance of a personal property lien secured by a manufactured home to alien on real
property as a debt on homestead property protected from aforced sale.”

Supporters say

Proposition 16 is needed because 12 days is too long for a homeowner to have to wait
before beginning needed home renovations or repairs, especially considering the
additional three-day right of rescission under federal law. A 12- to 15-day wait creates a
burdensome and inflexible delay in the already complicated process of home renovation.
No other type of loan requiresa12-day waiting period. A five-day waiting period would be
a sufficient “cooling off” period to protect homeowners without inconveniencing them
unduly.

Thisamendment would not remove other provisionsdesigned to protect homeownersfrom
high-pressure sales tactics. For example, it would not change requirements such as those
separating the lending process from the process of contracting for repairs or renovations,
nor those requiring that the work contract be signed at aneutral third party’ sofficeinstead
of at the home. It also would leave intact the three-day right to rescind.

Proposition 16 also would ensure that owners of manufactured homes not only could
convert their titles when they permanently attached their manufactured homesto land but
also could convert their liens on persona property to liens on real estate. Converting
personal property liens to purchase-money liens on their homesteads would save these
homeowners substantial amounts of money. Purchase-money liensfor real estatetypically
carry much lower interest rates because they are secured by homestead property. The
proposal also would help homeowners by allowing atitle insurance company to insurethe
real property title on the manufactured home, which is not possible under current law.

The Legidlature had sought to make this change by statute. However, the attorney general
in Opinion No. JC-0357 interpreted narrowly what liens may apply to a homestead in
determining that liens for the purchase of a manufactured home cannot also attach to the
homestead property before the home is affixed to the land. Proposition 16 would remove
any doubt that once manufactured housi ng attachesto homestead property, the homestead
can be used to secure the debt for the purchase or install ation of the housing by converting
or refinancing the original lien.

Opponents say

Votersin 1997 approved the constitutional 12-day waiting period for home improvement
liens to attach to a homestead in order to protect homeowners, and this protection should
not be diluted. Shortening the waiting period could allow unscrupul ous solicitors offering
repair services to pressure unsuspecting homeowners into signing contracts committing
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them to buy expensive repairs. This cooling-off period is needed to prevent homeowners
from being rushed into using their most valuable asset — their home — as collateral for
improvement contracts. Since people who sign these contracts forfeit any protection
against foreclosure should they default on the payments, any inconvenience caused by the
longer waiting period is more than justified.

Allowing conversion or refinancing of debt for the purchase or instalation of
manufactured housing to become a permissible lien on the homestead property to which
the housing is attached could influence homeowners to put their homesteads at risk of
foreclosure for nonpayment of debt. This addition to thelist of exceptionsto foreclosure
would add to the recent erosion of the homestead protection, such as by allowing home
equity lending.

Notes
A similar resolution during the 1999 legidlative session, HJR 73 by Solomons/Shapleigh,

died in the Senate. It would have removed the 12-day waiting period altogether while
leaving intact the three-day federal right of rescission.
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Settling land-title disputes between

the state and private landowners
(HJR 53 by Cook/Armbrister)

Texas Constitution, Art. 7, sec. 4, governing the sale of public school land, statesthat “the
L egidlature shall not have power to grant any relief to purchasersthereof,” thuslimiting the
Legidature’ s authority to transfer public school land for less than its fair market value.

When Texasjoined theunionin 1845, it retained all itspubliclandsand set aside vast tracts
to establish apermanent source of revenue for public education. The state constitutions of
1845 and 1861 forbade the sale of school lands but allowed the state to lease those lands.
The 1869 Constitution removed the prohibition against sale of school land. The 1876
Constitution directed the state to sell public school lands to enrich the Permanent School
Fund (PSF), but added the restriction under Art. 7, sec. 4.

Under alaw dating to 1836, settlers could survey land they wanted to claim or buy, but the
state retained al land not specifically claimed in those surveys. In 1900, all unpatented
Texas land not held or dedicated for other purposes reverted to the School Land Fund,
overseen by the General Land Office (GLO).

“Scrap file” (SF) isthe prefix designation used in GLO’ s Archives and Records Division
to catalogue and filerecords pertaining to applications submitted to theland commissioner
to buy vacant, mostly unsurveyed, unsold PSF land. Thistype of fileis so named because
the application relates to buying a “scrap” of land between existing surveys, more
commonly called a “vacancy.” GLO archives and records hold more than 16,000 scrap
files.

In 1981, 1991, and 1993, Texas voters amended the Constitution to relinquish the state’s
claims for disputed PSF land and to remedly title defects for certain landowners. Those
amendmentsallowed GL O to issue patents— original titlesto land granted by the state—
to qualified applicants whose land titles were defective.

Digest

Proposition 17 would amend the Constitution to authorize the state to relinquish claim to
certain lands, except for mineral rights, and to clear title defects for the owners of those
lands. Theland would have to be surveyed, unsold PSF land as recorded by GL O, and the
land could not be eligiblefor astate’ soriginal title or patent under any law in effect before
January 1, 2002.

Those claiming title to the land would have to demonstrate that they held the land under
color of title and that the chain of title originated on or before January 1, 1952. Claimants
alsowould haveto show that they acquired theland without knowing that it belonged tothe
state, that they held a deed recorded in the appropriate county, and that they had paid all
taxes on the property, including interest and penalties on any delinquent taxes.

Proposition 17 would not apply to beach land, submerged or filled lands, or islands, nor to
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land determined by ajudicial decreeto be state-owned. The amendment could not be used
to resolve boundary disputes or change mineral rightsin existing patents. The amendment
would take effect January 1, 2002.

The ballot proposal reads: “The constitutional amendment authorizing the legislature to
settle land title disputes between the state and a private party.”

Supporters say

Proposition 17 and its enabling legidlation, HB 1402 by Cook/Armbrister, would create a
permanent mechanism to settle land-title disputes involving public school lands without
the expense and trouble of a constitutional amendment election for each case in dispute.
The Legislature, which must submit amendmentsto Texasvoters, meetsfor only 140 days
every two years. Currently, an owner of land subject to adisputed title must wait until the
L egidlature places aconstitutional amendment on the ballot for that specific concern, after
which voters may reject the amendment.

The state needs away to clear thetitleto land held by innocent parties, resolve inequities,
and avoid expensive court fights. In some cases, the current owner bought land in good
faith but now faces the prospect of having to buy it again — or possibly lose land held in
the family for years — because of a dispute over events that occurred as long ago as the
1800s.

Proposition 17 would allow GLO to consider title disputes arising from when
unscrupulous land dealers sold state lands to unsuspecting buyers or casesin which state
landsinadvertently were attached to adjacent privatetractsbecause of faulty surveys. GLO
estimates that as many as 1,000 claims over disputed titlesin its scrap files remain to be
resolved. Texas voters should not have to judge these individual disputes. Similar
amendmentsto removeuncertainty over landtitlesaffecting relatively few landownershad
to be placed on the statewide ballot in 1981, 1991, and 1993. Voters aso will have to
decideatitledisputeinvolving Bastrop County landownersin Proposition 1 on thisballot.
Proposition 17 would eliminate the need to decide such cases by using a constitutional
amendment in the future.

State law already directsthe School Land Board to manage and sell statelandsheld in trust
for the benefit of education programs. The board has experience and expertisein handling
these matters and isthe appropriate forum for evaluating the claims of individual property
owners while also protecting the public interest.

Previous constitutional amendments have established a precedent of aclear chain of title
for 50 years as being sufficient to demonstrate ownership of the land. In addition, the
practice of land surveying hasimproved vastly inthe past half century, and lands surveyed
from 1953 on should be reasonably accurate.

Opponents say

17
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Proposition

The Legislature and Texasvoters should retain theright to review specific decisions made
to relinquish the state’'s interests and to resolve title problems involving individual
landowners. Someof thelandinthescrap filescould bevery valuabl e, and adequate checks
and balances should be in place to protect the state’ s interests.

The exact number of future claims cannot be known because it would be prohibitively
expensive to complete adetailed survey of all public school landsin Texas. Future claims
— and some claims now pending before GLO, such as those involving landowners in
Bastrop County — could fail to meet therestrictionsestablished by Proposition 17 and still
would require a separate constitutional amendment.

Notes

HB 1402, the enabling legislation, would allow claimants holding disputed PSF land to
apply to the land commissioner for a patent and would authorize GLO to make a
preliminary determination of the claim. If the commissoner determined that the claimant
substantialy met the eligibility requirements spelled out in HIR 53, the School Land Board
would have to meet to determine the claim’s validity. HB 1402 would take effect upon
approval of the constitutional amendment.

Proposition 1 (HJR 52 by Cook/Armbrister), also on the ball ot, would amend the Constitution
to relinquish the state’s surface interest in disputed tracts in the A.P. Nance Survey in
Bastrop County. (See pages 5-7.)
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Consolidating and standardizing court fees
(SJR 49 by Armbrister/Thompson)

City, county, and district courts, justice courts, and correctional programscollect court fees
and costs in both civil and criminal cases. The comptroller alocates state court fees and
coststo various funds or programs, such as the abused children’ s counseling account, the
motor carrier weight violations fund, or the fugitive apprehension fund. According to the
Comptroller’s Office, cities now collect up to 20 state court fees, costs, and fines, and
counties collect up to 33, in addition to as many as 30 local court fees, costs, and fines.
Somereportsrequired by thestate aredue quarterly, someon the 10th or 15th of themonth,
and others on the last day of the month.

Statutory provisionsfor collecting and all ocating state court costsarefound throughout the
Code of Criminal Procedure and the Government and Transportation codes. The
Government Code imposes civil filing fees, and the Local Government Code imposes
other fees, such asthose for issuing birth certificates and marriage licenses.

The 75th Legislature in 1997 combined 10 criminal court feesinto a single consolidated
court cost to be remitted to the comptroller (Code of Criminal Procedure, art. 102.075).
Theconsolidated feeappliesonly to offensescommitted after September 1, 1997. The 75th
Legislature also created four new court fees, and subsequent legislatures have authorized
additional fees.

SCR 12 by Ellis, adopted by the 76th Legislature in 1999, directed the comptroller to
“develop strategies for increasing the efficiency and reducing the complexity of fee
collection and dispersal by county and municipal clerks’ and to submit recommendations
to the Legislature by January 1, 2001. The comptroller’s March 2001 report, I ssues and
Recommendations Regarding the Structure of State Court Costs and Fees, recommended
consolidating al criminal court feesand costsinto asinglefee, consolidatingall civil court
feesand costsinto asingle fee, and requiring uniform quarterly reporting and remittance
of such feesto the comptroller.

Digest

Proposition 18 would add anew sec. 46to Art. 3 of the Congtitutiontoinvalidateacriminal
or civil court fee that was required to be collected by local government personnel and
remitted to the comptroller unless the requirements for collecting, depositing, reporting,
and remitting that fee conformed to a consolidation and standardization program enacted
by the Legislature to govern those activities. This requirement would apply only to fees
imposed by the Legidlature after it enacted such a program. Such a fee could take effect
before January 1 of theyear following theregular session during which thefeewasadopted
only if thebill adopting thefeefinally passed by arecord vote of two-thirds of all members
of each house.

The ballot proposal reads: “ The constitutional amendment to promote uniformity in the
collection, deposit, reporting, and remitting of civil and criminal fees.”
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Proposition

Supporters say

Proposition 18 would help ease a wasteful burden on local governments and courts by
establishing that, to be valid, any court fee created in the future would have to conform to
a consolidation and standardization program created by the Legislature for collection,
reporting, and remittance to the comptroller. Over the past 10 years, the number of court
funds that cities and counties must track and maintain roughly has doubled. A single
violation can result in the collection and allocation of 30 to 40 different court fees, costs,
and fines.

A constitutional amendment is needed to lock all court fees into a consolidation and
standardization program so that they do not proliferate again in the future. Without
Proposition 18, future legislatures could adopt more court fees by statute on top of and
separate from the program, just as the Legidlature has done since adopting the 1997
consolidated fee. This eventually would result in a complex administrative problem
similar to the one that the courts now face.

Thelanguage of Proposition 18 isflexible enough to alow future legislaturesto add court
fees as needed while being prescriptive enough to keep fees within the confines of the
consolidated program. All questions regarding existing fees can be addressed thoroughly
in the 2003 session within the guidelines established through Proposition 18 without the
L egislature enacting a consolidated fee program in advance. The intent of any enabling
legislation would continue to be to minimize complexity in court fee administration by
creating one standardized program for court fee collection, which can occur before or after
the amendment is adopted.

Prohibiting new feesfrom taking effect until January 1 of theyear following the sessionin
whichthey were adopted woul d recognize the special administrativetasks set in motion by
the adoption of new fees. It takestimefor countiesto implement new court costs and fees.
Not only do local officials need to research new legal requirements at the close of a
legidlative session, they also must update computer systems, order new collection ticket
books, and conduct staff training. Many current court fees are adopted with a September 1
effective date, which meansthat if acounty does not begin remitting its new collectionsto
the comptroller on September 1, it can be subject to late penalties. The January 1 effective
dateisamorereasonable deadlinefor al concerned, but if necessary, the L egislature could
adopt an earlier effective date by the vote of atwo-thirds majority in each house.

Standardizing court feeswould hel p ease the administrative burden on local governments
due to requirementsto collect and remit court feesfor the state. Fees do not have uniform
reporting and remittance dates, and casesfiled in different yearsare subject to different sets
of fees. Reporting court costs and fees to the state under the current system is time-
consuming and requires as many as adozen different forms, depending on the type of fee.
Simplifying the fee-collection process would enable smaller jurisdictionsto use asmaller
portion of their limited resourcesto identify, collect, and remit fees.

Reducing the number of court fees, costs, and fines is important in light of ancillary
administrative problemssuch asincreasing numbersof not-guilty pleasand appeal s, which
haveresulted in larger casel oads beforethe courts. Also, asmore defendantsare cited with
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failure to appear in court, more warrants have been issued. Courts also have seen an
increase in the number of requests for indigence hearings and more requests for payment
aternatives, including community service, payout plans, and jail stays. All of theseissues
have exacerbated the administrative problems that localities face, taking time away from
processing cases and creating the need for a simpler, more coordinated approach to the
administration of court fees and costs.

Opponents say

Proposition 18 could tie the hands of future legislatures by invalidating any court fee that
did not follow the consolidation and standardization program enacted for reporting and
collecting such fees. The Legislature might find it necessary at times to add a court fee
outside of the standardized and consolidated collection, reporting, and remittance system.
Furthermore, waiting to add new fees to the consolidated program until January 1
following the session in which they were adopted would be aburden for worthy programs
supported by the collection of such fees.

Other opponents say

A constitutional amendment to consolidate and standardize court feesis unnecessary. All
the desired changes to court fee administration could be accomplished through statutory
changes. The Legidature made a start toward this goal in the 1997 session with the
consolidated court cost program.

This ballot proposal will mislead voters. Because the Legislature failed to pass enabling
legidlation for this proposal, lawmakers must wait until 2003 to amend the statute, so
Proposition 18 could not take effect for at least two years even if voters approve the
amendment. A statewide vote on this proposition should be delayed until the enabling
legidationisin place.

Notes

SB 1378 by Armbrister/Thompson would have amended, repeal ed, and recodified various
statutes to consolidate and standardize the collection, remittance, and distribution of fees
imposed in criminal and civil cases. SB 1377 by Armbrister/Thompson would have
required the comptroller after each regular legidlative sessionto compileand publishinthe
TexasRegister alist of each new law imposing or changing astate court cost or fee. No cost
or feeonthelist could havetaken effect before the January 1 after the effective date of the
law creating it unless the law expressly provided that the January 1 date did not apply or
unless the law took effect before August 1 following the regular session in which the
L egislature enacted it. Both bills passed the Senate but died in the House when they were
scheduled for House floor debate too late in the 2001 regular session to be considered.
Neither bill would have been contingent on approval of SJR 49 (Proposition 18).
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Proposition

Authorizing an additional $2 billion in general

obligation bonds for water projects
(HJR 81 by Counts/Brown)

Texas Constitution, Art. 3, sec. 49-d-8 establishesthe Texas Water Development Fund 11,
funded by state genera obligation bonds authorized by a series of congtitutional amendments.
The fund includes separate accounts for the state loan program, the state participation
program, and the Economically Distressed Areas Program (EDAP).

The Texas Water Development Board (TWDB) operates the state |loan program to make
loansto loca governments or nonprofit water-supply corporations for water supply projects,
including construction or improvement of wells, transmission lines, pumping facilities,
reservoirs, and water treatment plants, water-quality enhancement projects, such as
wastewater treatment and collection systems; and flood-control projects, such as storm
water retention basins or flood warning systems.

Thestate participation program hel pslocal entitiesdevel op water infrastructure proj ects of
regional benefit. Under the program, the state retains 50 percent temporary ownershipina
project. Thestate may co-owntheproperty, facilities, or water. For example, the state could
own 50 percent of the water in areservoir built through the program. The program defers
local sponsors repayments to the state for three years. In the fourth year, local sponsors
begin to repay the loan — that is, buy back the state’s temporary ownership. The repaid
principal goes back into the state participation program.

EDAP providesfinancial assistancefor the development of water and wastewater services
in economically distressed areas, such as colonias. Areas in counties with per-capita
income at least 25 percent below the state average and unemployment at least 25 percent
abovethe state average or along the international border are eligible for assistance, which
may be in the form of a grant, loan, or grant/loan combination. The total amount of
principal of the bonds issued for EDAP may not exceed $250 million.

SB 2 by Brown/R. Lewis, effective September 1, 2001, creates the water infrastructure
fund as a specia account in general revenue. Money from the fund must be used to
implement water projects recommended in the state and regional water plans.

Digest

Proposition 19 would add Art. 3, sec. 49-d-9 to the Constitution, allowing TWDB to issue
up to $2 billion in additional general obligation bonds for one or more accounts of the
Texas Water Development Fund I1. Of the additional bond authority, $50 million would
have to be used for the water infrastructure fund created by SB 2. A limitation on the
percentage of state participation in any single project would not apply to aproject funded
with the proceeds of bonds issued under this authority.

The ballot proposal reads:. “ The constitutional amendment providing for the issuance of
additional general obligation bondsby the Texas Water Development Board in an amount
not to exceed $2 billion.”
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Supporters say

Proposition 19 would authorize TWDB to issue up to $2 billion in additional general
obligation bonds. These low-interest bonds would be used to back more loans to Texas
communitiesto finance projectsfor water supply, water quality, and flood control, aswell
asfor the state participation program.

Selling genera obligation bonds is the most cost-effective way to raise the large sums
needed to pay for expensivewater projectsthat promote economic devel opment and better
living conditions throughout Texas. Through the state loan program, the state uses its
superior credit rating to borrow money, which, in turn, is lent to local governments to
finance water projects at a lower interest rate than they would have to pay on their own
bonds. Thelocal governmentsthen pay back theloans, which cover the cost of debt service
on the state bonds. The bonds are self-supporting, since the money the state lends is
returned with interest. Thisprogram isenormously helpful tolocal communitiesand costs
the state nothing in general revenue.

Although the board hasnot yet issued all thewater bonds now authorized, it soon will need
additional bond authority. The board has about $490 million remaining in its bond
authorization. It hasissued amost $1 billion in bonds since 1992, and nearly two-thirds of
that amount has been in the past five years, largely in responseto Texas' rapid population
growth. The remaining authorization is projected to be depleted during fiscal 2004-05.
Waiting until after the next legidative session to seek voter approval for additional
authorization would mean delaying important projects.

An additional authorization of $2 billion would be relatively small in comparison to the
state’ stotal water needs. The regional planning groups created by SB 1, enacted in 1997,
have identified aneed for $17 billion for water-supply projects alone, not counting funds
needed for treatment and storage. Some studies have projected that the cost to meet Texas
total water needs over the next 50 years will approach $100 billion.

Improvementsto Texas water infrastructure, in addition to increased water conservation,
are necessary to meet future water needs. Although conservation efforts are projected to
reduce statewide per-capita water consumption by 22 gallons per day by 2050, Texas
population growth will outweigh reductionsin per-capita demand. Total projected water
demand is projected to increase from 17 million acre-feet in 2000 to 20 million acre-feet
in 2050, an increase of 18 percent.

The additional bond authority would include $50 million for the new water infrastructure
fund created by SB 2. This fund will help to implement projects recommended by the
regiona planning groups and in the state water plan to be developed by January 2002.
Money from the fund will be used to provide grants, zero-interest loans, and |ow-interest
loansto political subdivisionsfor water projects, including projects outside of urban areas
and projects serving economically distressed areas. The fund also may be used to make
loans at bel ow-market interest rates to political subdivisions for project costs associated
with planning and design, permitting, and compliance with state or federal regulations.
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Proposition Opponents say

Authorizing TWDB toissueadditional bondswould bepremature. The$490 millionremaining
inthe board’ sbond authorization should be sufficient through the next biennium. Without
an urgent need for additional authorization, the state should wait until the next legislative
session to ask the voters for the authority to issue more bonds.

Proposition 19 is predicated on the assumption that all projects proposed by the regional
planning groups are needed. Many of these projects have not been through arigorous cost-
benefit analysis. The state should conduct careful analysis before embarking on a $17
billion spending plan to build dams, reservoirs, and water pipelines acrossthe state. Many
projectsal so could present potential environmental problemsthat should be studied further
before authorizing additional bonds. For instance, the construction of a new dam and
reservoir could have a drastic impact on vegetation and wildlife in the area and on the
habitats of speciesthat live far downstream.

Also, the state should explore less capital-intensive means of managing water supplies.
Water conservation and drought management may provide cheaper and more efficient
alternatives to building new dams, reservoirs, and pipelines. For example, of the $17
billion in new project spending recommended by the regional planning groups, about $6
billion would be spent in North and East Texas. Dallas, the major water user in theregion,
aready consumesmorewater per personthan any other Texascity, yet lagsfar behind other
citiesinimplementing water conservation programs. Thestate should not add blindly toits
debt burden without first exploring more cost-effective alternatives for managing water.
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