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AN ACT 

relating to measures to support or enhance graduate medical 

education 1n this state, including the transfer of certain assets 

from the Texas Medical Liability Insurance Underwriting 

Association to the permanent fund supporting graduate medical 

education and the authority of the association to issue new 

policies. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS: 

SECTION 1. Section 58A.001, Education Code, is amended to 

read as follows: 

Sec. 58A. 001. DEFINITIONS [DEFHHTIOW] , In this chapter..:._ 

(1) "Board"[, "board"] means the Texas Higher 

Education Coordinating Board. 

(2) "Center" means the comprehensive health 

professions resource center established under Chapter 105, Health 

and Safety Code. 

( 3) "Community-based, ambulatory patient care center" 

includes: 

(A) a federally qualified health center, as 

defined by Section 1905(1) (2) (B), Social Security Act (42 U.S.C. 

Section 1396d(l) (2) (B)); 

(B) a community mental health center, as defined 

by Section 1861(ff) (3) (B), Social Security Act (42 U.S.C. Section 

1395x(ff)(3)(B)); 
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(C) a rural health clinic, as defined by Section 

1861(aa) (2), Social Security Act (42 U.S.C. Section 1395x(aa) (2)); 

and 

(D) a teaching health center, as defined by 42 

U.S.C. Section2931-l(f)(3)(A). 

( 4) "First-year residency position" means a residency 

position offering first year training in a graduate medical 

education program. 

( 5 ) "Graduate medical education program" means a 

nationally accredited post-doctor of medicine (M.D.) or 

post-doctor of osteopathic medicine (D.O.) program that prepares 

physicians for the independent practice of medicine in a specific 

specialty area. 

( 6) "Hospital" means: 

(A) a facility licensed as a hospital under 

Chapter 241, Health and Safety Code, or as a mental hospital under 

Chapter 577, Health and Safety Code; or 

(B) a similar facility owned or operated by this 

state or an agency of this state. 

( 7 ) "Medical school" means a public or independent 

educational institution that awards a doctor of medicine (M.D.) or 

doctor of osteopathic medicine (D.O.) degree. 

( 8) "Sponsoring institution" means the entity that 

assumes the ultimate financial or academic responsibility for a 

graduate medical education program. 

( 9) "Teaching hospital" means a hospital that: 

(A) 1s formally affiliated with a medical school 
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for purposes of providing a graduate medical education program; or 

(B) serves as the sponsoring institution for a 

graduate medical education program. 

SECTION 2. Subchapter A, Chapter 58A, Education Code, is 

amended by adding Sections 58A.002 and 58A.003 to read as follows: 

Sec. 58A.002. PERMANENT FUND SUPPORTING GRADUATE MEDICAL 

EDUCATION. (a) In this section, "trust company" means the Texas 

Treasury Safekeeping Trust Company. 

(b) The permanent fund supporting graduate medical 

education is a special fund in the treasury outside the general 

revenue fund. The fund is composed of: 

(1) money transferred or appropriated to the fund by 

the legislature; 

(2) gifts and grants contributed to the fund; and 

(3) the returns received from investment of money in 

the fund. 

(c) The trust company shall administer the fund. The trust 

company shall determine the amount available for distribution from 

the fund, determined in accordance with a distribution policy that 

is adopted by the comptroller and designed to preserve the 

purchasing power of the fund's assets and to provide a stable and 

predictable stream of annual distributions. Expenses of managing 

the fund's assets shall be paid from the fund. Except as provided 

by this section, money in the fund may not be used for any purpose. 

Sections 403.095 and 404.071, Government Code, do not apply to the 

fund. 

(d) In managing the assets of the fund, through procedures 
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and subject to restrictions the trust company considers 

appropriate, the trust company may acquire, exchange, sell, 

supervise, manage, or retain any kind of investment that a prudent 

investor, exercising reasonable care, skill, and caution, would 

acquire or retain in light of the purposes, terms, distribution 

requirements, and other circumstances of the fund then prevailing, 

taking into consideration the investment of all the assets of the 

fund rather than a single investment. 

(e) The amount available for distribution from the fund may 

be appropriated only: 

(1) to the board to fund the programs created under 

this chapter; or 

( 2) as otherwise directed by the legislature. 

(f) A public or private institution of higher education or 

other entity that may receive money under a program described by 

Subsection (e) may solicit and accept gifts and grants to be 

deposited to the credit of the fund. A gift or grant to the fund 

must be distributed and appropriated for the purposes of the fund, 

subject to any limitation or requirement placed on the gift or grant 

by the donor or granting entity. 

Sec. 58A.003. REDUCTION IN FUNDING. (a) The board shall 

limit or withhold funding from any grant recipient under this 

chapter that does not comply with reporting requirements or that 

uses grant funds for a purpose not authorized by this chapter for 

the grant awarded. 

(b) The board shall seek reimbursement with respect to any 

grant funds that are not used for purposes authorized by this 
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chapter for the grant awarded. 

SECTION 3. Section 58A.022, Education Code, is amended to 

read as follows: 

Sec. 58A.022. GRADUATE MEDICAL EDUCATION PLANNING AND 

PARTNERSHIP GRANTS. (a) The board shall award one-time graduate 

medical education planning and partnership grants to hospitals, 

medical schools, and community-based, ambulatory patient care 

centers [entities] located in this state that seek to develop new 

graduate medical education programs with first-year residency 

positions, regardless of whether the grant recipient currently 

offers or has previously offered[+ 

[ ( 1) have never had] a graduate medical education 

program with first-year residency posit ions [ 1 and 

[ ( 2) are eli9ible for Medicare fundin9 of 9raduate 

medical education]. 

(b) The board shall award graduate medical education 

planning and partnership grants on a competitive basis according to 

criteria adopted by the board. The board shall determine the number 

of grants awarded and the amount of each grant consistent with any 

conditions provided by legislative appropriation. A grant received 

under this section must be used for the purpose of planning a new 

graduate medical education program with [additional] first-year 

residency positions. 

(c) A hospital, medical school, or community-based, 

ambulatory patient care center [An application for a plannin9 9rant 

for a state fiscal year must be submitted to the board not later 

than July 15 precedin9 that fiscal year. Not later than Au9ust 15, 
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the board shall FRake decisions about grant ar,,rards for the follor.,1ing 

state fiscal year. 

[ (d) An entity] that is awarded a graduate medical education 

planning and partnership grant and that establishes new first-year 

residency positions after receipt of the grant is eligible to apply 

for additional funds under Section 58A.024 for each such position 

established, as provided by appropriation. 

(d) A hospital, medical school, or community-based, 

ambulatory patient care center may partner with an existing 

graduate medical education program or sponsoring institution for 

purposes of planning a new graduate medical education program using 

grant funds awarded under this sect ion. 

SECTION 4. Section 58A.023, Education Code, is amended to 

read as follows: 

Sec. 58A.023. GRANTS FOR UNFILLED RESIDENCY POSITIONS. 

(a) The board shall award grants to graduate medical education 

programs to enable those programs to fill first-year residency 

positions that are accredited but unfilled as of July 1, 2013 

[first year residency positions]. The board shall determine the 

number of grants awarded and the amount of each grant consistent 

with any conditions provided by legislative appropriation. 

(b) A grant received under this section must be expended to 

support_:_ 

( 1) resident stipends and benefits; and 

( 2 ) other [.t-h-e-] d i r e c t r e s iden t cost s t o the p r o g r am [, 

including the resident stipend and benefits]. 

(c) A grant application must include proof of the accredited 
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but unfilled positions to which the application applies. [Afi. 

application for a grant must be submitted to the board not later 

than October 1 preceding the period for uhich the grant is made. 

The board shall make decisions about grant ar.mrds not later than 

January 1 preceding the grant period.] 

(d) The board may distribute a grant amount for a residency 

position only on receiving verification that the applicable 

residency position has been filled. 

(e) Grant amounts are awarded under this section for the 

duration of the period in which the resident who initially fills the 

residency position continues to hold that position [tuo consecutive 

state fiscal years. For each first year residency position for 

Hhich a program receives an initial grant amount in a fiscal year, 

the board shall ar..rard the program an equal grant amount for the 

follouing fiscal year]. 

SECTION 5. Section 58A.024, Education Code, is amended to 

read as follows: 

Sec. 58A.024. GRANTS FOR PROGRAM EXPANSION OR NEW PROGRAM. 

(a) The board shall award grants to enable new or existing 

graduate medical education programs to increase the number of 

first-year residency positions [or to provide for the establishment 

of ner..l graduate medical education programs r.vith first year 

residency positions]. The board shall determine the number of 

grants awarded and the amount of each grant consistent with any 

conditions provided by legislative appropriation. 

(b) [A grant received under this section must be eupended to 

support the direct resident costs to the program, including the 
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resident stipend and benefits. 

[+&}] A grant application must include a plan for receiving 

accreditation for the increased number of positions or for the new 

program, as applicable. [An applioation for a grant must be 

submitted to the board not later than Ootober 1 preceding the period 

for \Jhioh the grant is made. The board shall make decisions about 

grant ardards not later than January 1 preceding the grant period.] 

i..£l [+a-}] The board may distribute a grant amount for a 

residency position only on receiving verification that the 

a p p 1 i cab 1 e residency posit ion has been f i 11e d . 

1£l [+e+J Grant amounts are awarded under this section for 

the duration of the period in which the resident who initially fills 

the residency position continues to hold that position [three 

oonsecutive state fiscal years. For eaoh first year residency 

position for r;~hich a program reoeives an initial grant amount in a 

fiscal year, the board shall m1ard the program an equal grant amount 

for the follor.1ing tHo fisoal years]. 

SECTION 6. Subchapter B, Chapter 58A, Education Code, is 

amended by adding Sections 58A.0245 and 58A.0246 to read as 

follows: 

Sec. 58A.0245. CRITICAL SHORTAGE LEVELS. (a) If the board 

determines that the number of first-year residency posit ions 

proposed by eligible applicants under Sections 58A.023 and 58A.024 

exceeds the number of first-year residency posit ions for which 

grant funding under those sections is appropriated, in awarding 

grants under those sections the board shall prioritize the awarding 

of new grants to medical specialties determined by the board to be 
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at critical shortage levels. 

(b) In determining critical shortage levels under this 

section, the board shall consider: 

( 1) the available results of research conducted by the 

center under Section 105.009, Health and Safety Code; 

(2) other relevant research and criteria, including 

research and criteria related to the designation of health 

professional shortage areas; and 

( 3) research performed by other appropriate entities. 

Sec. 58A. 0246. CONTINUATION OF GRANTS AWARDED FOR 2015 

STATE FISCAL YEAR. The board shall award additional grants to fund 

eligible graduate medical education programs that, for the state 

fiscal year ending on August 31, 2015, received a grant awarded 

under Section 58A.023 or 58A.024 or under Section 61.511, as that 

section existed immediately before September 1, 2015, if those 

programs continue to meet the applicable grant requirements that 

existed at the time of the initial award. 

SECTION 7. Chapter 105, Health and Safety Code, is amended 

by adding Section 105.009 to read as follows: 

Sec. 105.009. RESEARCH REGARDING GRADUATE MEDICAL 

EDUCATION SYSTEM. (a) The comprehensive health professions 

resource center shall conduct research: 

(1) to identify all medical specialties and 

subspecialties that are at critical shortage levels in this state, 

together with the geographic location of the physicians in those 

specialties and subspecialties; and 

( 2) regarding the overall supply of physicians in this 
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state and any other issues that are relevant to the status of the 

state's graduate medical education system and the ability of that 

system to meet the current and future health care needs of this 

state. 

(b) Not later than May 1 of each even-numbered year, the 

council shall report the results of the center's research to the 

Legislative Budget Board, the Texas Higher Education Coordinating 

Board, the office of the governor, and the standing committees of 

each house of the legislature with primary jurisdiction over state 

finance or appropriations. 

SECTION 8. Chapter 2203, Insurance Code, is amended by 

adding Subchapter J to read as follows: 

SUBCHAPTER J. TRANSFER OF ASSETS; SUSPENSION OF NEW BUSINESS 

Sec. 2203.451. TRANSFER OF ASSETS. (a) Not later than the 

90th day after the effective date of this section, the department 

shall complete an actuarial study to determine the amount of assets 

necessary for: 

(1) the association's known and unknown insurance 

claims and costs associated with those claims; and 

(2) administrative expenses of the association, 

including liabilities for employee retirement plans. 

(b) The association shall cooperate with the department in 

completing the actuarial study required by Subsection (a). 

(c) Notwithstanding any other provision of this code, all 

association reserve funds and policyholder stabilization reserve 

funds under Subchapter G, including funds held on behalf of the 

department under Section 2203.303(c), not necessary for the 
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purposes described by Subsection (a) may be transferred under 

Subsection (d) to the permanent fund supporting graduate medical 

education established under Section 58A. 002, Education Code. 

(d) Not later than the 60th day after the date on which the 

department completes the actuarial study required by Subsection 

(a), the association shall transfer the amount of association 

assets not necessary for the purposes described by Subsection (a) 

to the permanent fund supporting graduate medical education 

established under Section 58A. 002, Education Code. If that fund is 

not in existence on the date of transfer, the association shall 

transfer the assets to an account created by the comptroller 

outside of the state treasury, and the comptroller shall hold the 

assets in trust pending creation of the fund. 

Sec. 2203.4515. SUSPENSION OF NEW BUSINESS. (a) Promptly 

after the completion of the actuarial study required by Section 

2203.451, the commissioner, after notice and hearing, shall 

determine whether a necessity exists to suspend the association's 

authority to issue new insurance policies pending a future 

enactment by the legislature that becomes law or the expiration of 

this subchapter under Sect ion 2203.452, whichever occurs earlier. 

(b) If the commissioner determines that a necessity 

described by Subsection (a) exists, the commissioner shall order 

the association to cease issuing new policies immediately, and the 

association may not issue a new policy before the expiration of this 

subchapter under Section 2203.452 unless authorized by a law that 

takes effect before the expiration of this subchapter. 

(c) Notwithstanding any order under this section, the 
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association may continue to renew policies in effect immediately 

before the effective date of the order in accordance with the 

association's plan of operation. 

Sec. 2203.452. EXPIRATION OF SUBCHAPTER. This subchapter 

expires September 1, 2017. 

SECTION 9. The following provisions of the Education Code 

are repealed: 

(1) Section 58A.025; and 

(2) Section 61.511. 

SECTION 10. This Act takes effect September 1, 2015. 
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passed the Senate on 

April 7, 2015, by the following vote: Yeas 31, Nays 0; and that 

the Senate concurred in House amendment on May 26, 2015, by the 

I hereby certify that S.B. No. 18 passed the House, with 

amendment, on May 21, 2015, by the following vote: Yeas 147, 

Approved: 

~--- ,. -- -zot r 
Date 

13 
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SECRETARY OF STATE 
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LEGISLATIVE BUDGET BOARD 


Austin, Texas 


FISCAL NOTE, 84TH LEGISLATIVE REGULAR SESSION 


May 21, 2015 


TO: Honorable Dan Patrick, Lieutenant Governor, Senate 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: SB18 by Nelson (Relating to measures to support or enhance graduate medical education 
in this state, including the transfer of certain assets from the Texas Medical Liability 
Insurance Underwriting Association to the permanent fund supporting graduate medical 
education and the authority of the association to issue new policies.), As Passed 2nd 
House 

Estimated Two-year Net Impact to General Revenue Related Funds for SB 18, As Passed 2nd 
House: a negative impact of ($34,253,398) through the biennium ending August 31, 2017. 

The bill could result in a revenue gain to the Permanent Fund Supporting Graduate Medical 
Education through a transfer of funds from the Texas Medical Liability Joint Underwriting 
Association. The amount would be dependent on an actuarial study of the association and 
therefore cannot be determined at this time. 

The bill would make no appropriation but could provide the legal basis for an appropriation of 
funds to implement the provisions of the bill. 

General Revenue-Related Funds, Five-Year Impact: 

Fiscal Year 
Probable Net Positive/ (Negative) Impact 

to General Revenue Related Funds 

2016 ($12,594,110) 

2017 ($21 ,659,288) 

2018 ($28,414,822) 

2019 ($28,414,822) 

2020 ($28,414,822) 
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All Funds, Five-Year Impact: 

Fiscal Year 
Probable Savings/(Cost) from 

General Revenue Fund 
1 

Change in Number ofState Employees 
fromFY2015 

2016 ($12,594,110) 4.0 

2017 ($21 ,659,288) 4.0 

2018 ($28,414,822) 4.0 

2019 ($28,414,822) 4.0 

2020 ($28,414,822) 4.0 

Fiscal Analysis 

The bill would modify existing Graduate Medical Education programs administered by the Texas 
Higher Education Coordinating Board (THECB). The bill would expand the Graduate Medical 
Education Planning Grants Program to authorize the program to provide partnership grants to 
hospitals, medical schools, and community-based, ambulatory patient care centers. Funds would 
be available to entities to develop new graduate medical education programs with first-year 
residency positions, regardless of whether the entity had offered a graduate medical education 
program with first-year residency positions previously. 

The bill would modify Grants for Unfilled Residency Positions to specify that grants could be 
made available for first-year residency positions that were unfilled as of July 1, 2013. Grants 
would be awarded for the duration of the residency, rather than for two consecutive fiscal years, 
as specified in current law. 

The bill would direct THECB to award grants to new or existing graduate medical education 
programs under Grants for Program Expansion or New Program. Grants would be awarded for the 
duration of period in which a resident fills the position that is funded by the program. 

For both Grants for Unfilled Residency Positions and Grants for Program Expansion or New 
Program, the bill would direct THECB to prioritize applications if the number of residency 
positions proposed by eligible applicants exceeded available appropriations. Specifically, the bill 
would prioritize awarding grants to medical specialties determined to be at critical shortage levels 
under certain conditions. The bill repeals the current provisions relating to establishing priority 
for grant awards for applications in excess of available appropriations. The bill would direct the 
Department of State Health Services (DSHS) to conduct research on the supply of physicians in 
Texas and the ability of the state's graduate medical education system to meet the state's health 
care needs. THECB would be required to consider this research when determining critical shortage 
levels. 

The bill would require THECB to award additional grants to fund graduate medical education 
programs that had been awarded grants in fiscal year 2015, provided that the programs continued 
to meet grant requirements. This requirement would apply to the following programs: Unfilled 
Residency Positions, Grants for Program Expansion or New Program, and the Resident Physician 
Grant Program. 

THECB could limit funding or seek reimbursement from grant recipients that did not comply with 
reporting or other requirements established in the bill. 

The bill would create the Permanent Fund Supporting Graduate Medical Education. Distributions 
from the fund could be appropriated to support programs established under Chapter 5 8A of the 
Education Code or as otherwise directed by the Legislature. The fund would be a special fund in 

Page 2 of4 



the treasury outside of the General Revenue Fund and would consist of money transferred or 
appropriated by the Legislature, gifts and grants contributed to the fund, and investment returns. 
The Texas Safekeeping Trust Company would administer the fund and would determine the 
amount ofmoney available for distribution from the fund. Distributions would be determined by 
policies adopted by the Texas Comptroller of Public Accounts (CPA). These policies would be 
designed to preserve the purchasing power of the fund and to provide a predictable stream of 
annual distributions. The management expenses of the fund would be paid from the fund. 

The bill would amend the Insurance Code to require the Texas Department of Insurance (TDI) to 
complete an actuarial study pertaining to the Texas Medical Liability Joint Underwriting 
Association (JUA) not later than 90 days after the effective date of the bill. The study would 
determine the amount of assets necessary for JUA's ( 1) known and unknown insurance claims and 
costs associated with those claims; and (2) the administrative expenses of the association. Within 
60 days of the completion of the study the association would be required to transfer the amount of 
assets not necessary for the purposes estimated by the study. The association would transfer this 
excess amount to the Permanent Fund Supporting Graduate Medical Education or to an account 
created by the Comptroller of Public Accounts until creation of the fund. After completion of the 
study, TDI would also be required to determine whether a necessity exists to suspend JUA's ability 
to issue new policies. A determination to suspend the issue of new policies would remain in effect 
until September 1, 2017, or an enactment of the legislature that becomes law, whichever occurs 
earlier. 

Methodology 

For the purposes of this fiscal note, this analysis assumes that grants made under the two 
expanded residency programs in the bill would provide an average of$75,000 per resident. This 
amount is higher than the existing per resident amount of $65,000 associated with the Unfilled 
Positions and Program Expansion/New Program grant programs as they are currently 
administered. A higher per resident amount may provide a greater incentive for critical shortage 
specialties that are identified in the bill for prioritization under certain conditions. 

For the purposes of this fiscal note, it is assumed that approximately 125 residency slots would 
receive funding in fiscal year 2016 at the per-resident amount of$75,000. As these 125 residents 
progress to their second year of residency and a new cohort of residents begins, this estimate 
assumes that 250 residents would be funded in fiscal year 2017. In fiscal year 2018, it is estimated 
that 375 residents would be funded. Based on these assumptions, expansion of the residency 
programs would result in a cost of$9.4 million in fiscal year 2016,$18.8 million in fiscal year 
2017, and $28.1 million in fiscal year 2018 and after. 

The amounts estimated above would ultimately be impacted by the per-resident funding and the 
number and capacity of participating entities. Expenditures and grants would also be subject to 
appropriations. 

For the purposes of this fiscal note, grants awarded for graduate medical education positions in 
the 2014-2015 that would continue to receive funding in the 2016-17 biennium are not included 
in the fiscal impact estimate. If funding is provided for additional years of residency beyond the 
third year, the number of first-year slots that are supported could change. 

For the purposes of this fiscal note, it is assumed that the expansion of the Planning and 
Partnership Grant Program would support 7 grantees in fiscal year 2016 and in fiscal year 2017. It 
is estimated that each grant would be $250,000 per fiscal year. Total grants awarded through the 
Partnership Grant Program are estimated to be $1 ,750,000 in fiscal years 2016 and 2017. 
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THECB estimates administrative costs of$599,644, including salary, benefit, and other costs, to 
hire 4.0 FTEs in the 2016-17 biennium to administer the programs, as modified by the bill. 

TDI estimates that the costs of conducting an actuarial study and making a determination 
about the issuance of new policies at JUA could be absorbed within existing resources. CPA 
estimated that there would be no fiscal impact to the agency to manage the Permanent Fund 
Supporting Graduate Medical Education. 

Because the amount of assets available for transfer would be based on the actuarial study, the 
I 

potential revenue gain to the Permanent Fund Supporting Graduate Medical Education cannot be 
determined at this time. It is assumed that revenue generated from the investment returns would be 
used for graduate medical education programs established in Chapter 58A of the Texas Education 
Code. 

This legislation would do one or more of the following: create or recreate a dedicated account in 
the General Revenue Fund, create or recreate a special or trust fund either within or outside of the 
Treasury, or create a dedicated revenue source. The fund, account, or revenue dedication included 
in this bill would be subject to funds consolidation review by the current Legislature. 

Local Government Impact 

No fiscal implication to units oflocal government is anticipated. 

Source Agencies: 	 710 Texas A&M University System Administrative and General Offices, 
720 The University of Texas System Administration, 768 Texas Tech 
University System Administration, 769 University of North Texas System 
Administration, 781 Higher Education Coordinating Board, 783 University 
of Houston System Administration, 304 Comptroller of Public Accounts, 
454 Department of Insurance, 529 Health and Human Services 
Commission, 537 State Health Services, Department of, 758 Texas State 
University System 

LBB Staff: UP, KMc, EMu, JJ, KK, THo 
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LEGISLATIVE BUDGET BOARD 

Austin, Texas 


FISCAL NOTE, 84TH LEGISLATIVE REGULAR SESSION 


May 11, 2015 


TO: Honorable John Zerwas, Chair, House Committee on Higher Education 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: SB18 by Nelson (Relating to measures to support or enhance graduate medical education 
in this state, including the transfer of certain assets from the Texas Medical Liability 
Insurance Underwriting Association to the permanent fund supporting graduate medical 
education and the authority of the association to issue new policies.), Committee Report 
2nd House, Substituted 

Estimated Two-year Net Impact to General Revenue Related Funds for SB 18, Committee 
Report 2nd House, Substituted: a negative impact of ($34,253,398) through the biennium ending 
August 31, 2017. 

The bill could result in a revenue gain to the Permanent Fund Supporting Graduate Medical 
Education through a transfer of funds from the Texas Medical Liability Joint Underwriting 
Association. The amount would be dependent on an actuarial study of the association and 
therefore cannot be determined at this time. 

The bill would make no appropriation but could provide the legal basis for an appropriation of 
funds to implement the provisions of the bill. 

General Revenue-Related Funds, Five-Year Impact: 

Fiscal Year 
Probable Net Positive/(Negative) Impact 

to General Revenue Related Funds 

2016 ($12,594,110) 

2017 ($21,659,288) 

2018 ($28,414,822) 

2019 ($28,414,822) 

2020 ($28,414,822) 
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All Funds, Five-Year Impact: 

Fiscal Year 
Probable Savings/(Cost) from 

General Revenue Fund 
1 

Change in Number ofState Employees 
from FY2015 

2016 ($12,594,110) 4.0 

2017 ($21,659,288) 4.0 

2018 ($28,414,822) 4.0 

2019 ($28,414,822) 4.0 

2020 ($28,414,822) 4.0 

Fiscal Analysis 

The bill would modify existing Graduate Medical Education programs administered by the Texas 
Higher Education Coordinating Board (THECB). The bill would expand the Graduate Medical 
Education Planning Grants Program to authorize the program to provide partnership grants to 
hospitals, medical schools, and community-based, ambulatory patient care centers. Funds would 
be available to entities to develop new graduate medical education programs with first-year 
residency positions, regardless of whether the entity had offered a graduate medical education 
program with first-year residency positions previously. 

The bill would modify Grants for Unfilled Residency Positions to specify that grants could be 
made available for first-year residency positions that were unfilled as ofJuly 1, 2013. Grants 
would be awarded for the duration of the residency, rather than for two consecutive fiscal years, 
as specified in current law. 

The bill would direct THECB to award grants to new or existing graduate medical education 
programs under Grants for Program Expansion or New Program. Grants would be awarded for the 
duration of period in which a resident fills the position that is funded by the program. 

For both Grants for Unfilled Residency Positions and Grants for Program Expansion or New 
Program, the bill would direct THECB to prioritize applications if the number of residency 
positions proposed by eligible applicants exceeded available appropriations. Specifically, the bill 
would prioritize awarding grants to medical specialties determined to be at critical shortage levels 
under certain conditions. The bill repeals the current provisions relating to establishing priority 
for grant awards for applications in excess of available appropriations. The bill would direct the 
Department of State Health Services (DSHS) to conduct research on the supply of physicians in 
Texas and the ability of the state's graduate medical education system to meet the state's health 
care needs. THECB would be required to consider this research when determining critical shortage 
levels. 

The bill would require THECB to award additional grants to fund graduate medical education 
programs that had been awarded grants in fiscal year 2015, provided that the programs continued 
to meet grant requirements. This requirement would apply to the following programs: Unfilled 
Residency Positions, Grants for Program Expansion or New Program, and the Resident Physician 
Grant Program. 

THECB could limit funding or seek reimbursement from grant recipients that did not comply with 
reporting or other requirements established in the bill. 

The bill would create the Permanent Fund Supporting Graduate Medical Education. Distributions 
from the fund could be appropriated to support programs established under Chapter 58A of the 
Education Code or as otherwise directed by the Legislature. The fund would be a special fund in 
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the treasury outside of the General Revenue Fund and would consist ofmoney transferred or 
appropriated by the Legislature, gifts and grants contributed to the fund, and investment returns. 
The Texas Safekeeping Trust Company would administer the fund and would determine the 
amount of money available for distribution from the fund. Distributions would be determined by 
policies adopted by the Texas Comptroller ofPublic Accounts (CPA). These policies would be 
designed to preserve the purchasing power of the fund and to provide a predictable stream of 
annual distributions. The management expenses of the fund would be paid from the fund. 

The bill would amend the Insurance Code to require the Texas Department of Insurance (TDI) to 
complete an actuarial study pertaining to the Texas Medical Liability Joint Underwriting 
Association (JUA) not later than 90 days after the effective date of the bill. The study would 
determine the amount of assets necessary for JUA's ( 1) known and unknown insurance claims and 
costs associated with those claims; and (2) the administrative expenses of the association. Within 
60 days of the completion of the study the association would be required to transfer the amount of 
assets not necessary for the purposes estimated by the study. The association would transfer this 
excess amount to the Permanent Fund Supporting Graduate Medical Education or to an account 
created by the Comptroller of Public Accounts until creation of the fund. After completion of the 
study, TDI would also be required to determine whether a necessity exists to suspend JUA's ability 
to issue new policies. A determination to suspend the issue of new policies would remain in effect 
until September 1, 2017, or an enactment ofthe legislature that becomes law, whichever occurs 
earlier. 

Methodology 

For the purposes of this fiscal note, this analysis assumes that grants made under the two 
expanded residency programs in the bill would provide an average of$75,000 per resident. This 
amount is higher than the existing per resident amount of$65,000 associated with the Unfilled 
Positions and Program Expansion/New Program grant programs as they are currently 
administered. A higher per resident amount may provide a greater incentive for critical shortage 
specialties that are identified in the bill for prioritization under certain conditions. 

For the purposes of this fiscal note, it is assumed that approximately 125 residency slots would 
receive funding in fiscal year 2016 at the per-resident amount of$75,000. As these 125 residents 
progress to their second year of residency and a new cohort of residents begins, this estimate 
assumes that 250 residents would be funded in fiscal year 2017. In fiscal year 2018, it is estimated 
that 375 residents would be funded. Based on these assumptions, expansion of the residency 
programs would result in a cost of $9.4 million in fiscal year 2016, $18.8 million in fiscal year 
2017, and $28.1 million in fiscal year 2018 and after. 

The amounts estimated above would ultimately be impacted by the per-resident funding and the 
number and capacity of participating entities. Expenditures and grants would also be subject to 
appropriations. 

For the purposes of this fiscal note, grants awarded for graduate medical education positions in 
the 2014-2015 that would continue to receive funding in the 2016-17 biennium are not included 
in the fiscal impact estimate. If funding is provided for additional years of residency beyond the 
third year, the number of first-year slots that are supported could change. 

For the purposes of this fiscal note, it is assumed that the expansion of the Planning and 
Partnership Grant Program would support 7 grantees in fiscal year 2016 and in fiscal year 2017. It 
is estimated that each grant would be $250,000 per fiscal year. Total grants awarded through the 
Partnership Grant Program are estimated to be $1,750,000 in fiscal years 2016 and 2017. 
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THECB estimates administrative costs of$599,644, including salary, benefit, and other costs, to 
hire 4.0 FTEs in the 2016-17 biennium to administer the programs, as modified by the bill. 

TDI estimates that the costs of conducting an actuarial study and making a determination 
about the issuance of new policies at mA could be absorbed within existing resources. CPA 
estimated that there would be no fiscal impact to the agency to manage the Permanent Fund 
Supporting Graduate Medical Education. 

Because the amount of assets available for transfer would be based on the actuarial study, the 
potential revenue gain to the Permanent Fund Supporting Graduate Medical Education cannot be 
determined at this time. It is assumed that revenue generated from the investment returns would be 
used for graduate medical education programs established in Chapter 58A of the Texas Education 
Code. 

This legislation would do one or more of the following: create or recreate a dedicated account in 
the General Revenue Fund, create or recreate a special or trust fund either within or outside of the 
Treasury, or create a dedicated revenue source. The fund, account, or revenue dedication included 
in this bill would be subject to funds consolidation review by the current Legislature. 

Local Government Impact 

No fiscal implication to units of local government is anticipated. 

Source Agencies: 	 710 Texas A&M University System Administrative and General Offices, 
720 The University of Texas System Administration, 768 Texas Tech 
University System Administration, 769 University of North Texas System 
Administration, 781 Higher Education Coordinating Board, 783 University 
of Houston System Administration, 304 Comptroller of Public Accounts, 
454 Department of Insurance, 529 Health and Human Services 

. Commission, 537 State Health Services, Department of, 758 Texas State 
University System 

LBB Staff: UP, EMu, JJ, KMc, KK, THo 
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LEGISLATIVE BUDGET BOARD 

Austin, Texas 


FISCAL NOTE, 84TH LEGISLATIVE REGULAR SESSION 


Apri I 28, 2015 


TO: Honorable John Zerwas, Chair, House Committee on Higher Education 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: SB18 by Nelson (Relating to measures to support or enhance graduate medical education 
in this state, including the transfer of certain assets from the Texas Medical Liability 
Insurance Underwriting Association to the permanent fund supporting graduate medical 
education and the authority of the association to issue new policies.), As Engrossed 

Estimated Two-year Net Impact to General Revenue Related Funds for SB 18, As Engrossed: 
a negative impact of ($34,253,398) through the biennium ending August 31, 2017. 

The bill could result in a revenue gain to the Permanent Fund Supporting Graduate Medical 
Education through a transfer of funds from the Texas Medical Liability Joint Underwriting 
Association. The amount would be dependent on an actuarial study of the association and 
therefore cannot be determined at this time. 

The bill would make no appropriation but could provide the legal basis for an appropriation of 
funds to implement the provisions of the bill. 

General Revenue-Related Funds, Five-Year Impact: 

Fiscal Year 
Probable Net Positive/ (Negative) Impact 

to General Revenue Related Funds 

2016 ($12,594,110) 

2017 ($21,659,288) 

2018 ($28,414,822) 

2019 ($28,414,822) 

2020 ($28,414,822) 
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All Funds, Five-Year Impact: 

Fiscal Year 
Probable Savings/(Cost) from 

General Revenue Fwul 
1 

Change in Number ofState Employees 
from FY2015 

2016 ($12,594,110) 4.0 

2017 ($21 ,659,288) 4.0 

2018 ($28,414,822) 4.0 

2019 ($28,414,822) 4.0 

2020 ($28,414,822) 4.0 

Fiscal Analysis 

The bill would modify existing Graduate Medical Education programs administered by the Texas 
Higher Education Coordinating Board (THECB). The bill would expand the Graduate Medical 
Education Planning Grants Program to authorize the program to provide partnership grants to 
hospitals, medical schools, and community-based, ambulatory patient care centers. Funds would 
be available to entities to develop new graduate medical education programs with first-year 
residency positions, regardless ofwhether the entity had offered a graduate medical education 
program with first-year residency positions previously. 

The bill would modify Grants for Unfilled Residency Positions to specify that grants could be 
made available for first-year residency positions that were unfilled as of July 1, 2013. Grants 
would be awarded for the duration of the residency, rather than for two consecutive fiscal years, 
as specified in current law. 

The bill would direct THECB to award grants to new or existing graduate medical education 
programs under Grants for Program Expansion or New Program. Grants would be awarded for the 
duration ofperiod in which a resident fills the position that is funded by the program. 

For both Grants for Unfilled Residency Positions and Grants for Program Expansion or New 
Program, the bill would direct THECB to prioritize applications if the number of residency 
positions proposed by eligible applicants exceeded available appropriations. Specifically, the bill 
would prioritize awarding grants to medical specialties determined to be at critical shortage levels 
under certain conditions. The bill repeals the current provisions relating to establishing priority 
for grant awards for applications in excess of available appropriations. The bill would direct the 
Department of State Health Services (DSHS) to conduct research on the supply ofphysicians in 
Texas and the ability of the state's graduate medical education system to meet the state's health 
care needs. THECB would be required to consider this research when determining critical shortage 
levels. 

The bill would require THECB to award additional grants to fund graduate medical education 
programs that had been awarded grants under Subchapter B of Chapter 58A of the Education Code 
in fiscal year 2015, provided that the programs continued to meet grant requirements. 

THECB could limit funding or seek reimbursement from grant recipients that did not comply with 
reporting or other requirements established in the bill. 

The bill would create the Permanent Fund Supporting Graduate Medical Education. Distributions 
from the fund could be appropriated to support programs established under Chapter 58A of the 
Education Code or as otherwise directed by the Legislature. The fund would be a special fund in 
the treasury outside of the General Revenue Fund and would consist of money transferred or 
appropriated by the Legislature, gifts and grants contributed to the fund, and investment returns. 
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The Texas Safekeeping Trust Company would administer the fund and would determine the 
amount of money available for distribution from the fund. Distributions would be determined by 
policies adopted by the Texas Comptroller of Public Accounts (CPA). These policies would be 
designed to preserve the purchasing power of the fund and to provide a predictable stream of 
annual distributions. The management expenses of the fund would be paid from the fund. 

The bill would amend the Insurance Code to require the Texas Department of Insurance (TDI) to 
complete an actuarial study pertaining to the Texas Medical Liability Joint Underwriting 
Association (JUA) not later than 90 days after the effective date of the bill. The study would 
determine the amount of assets necessary for JUA's ( 1) known and unknown insurance claims and 
costs associated with those claims; and (2) the administrative expenses of the association. Within 
60 days of the completion of the study the association would be required to transfer the amount of 
assets not necessary for the purposes estimated by the study. The association would transfer this 
excess amount to the Permanent Fund Supporting Graduate Medical Education or to an account 
created by the Comptroller of Public Accounts until creation of the fund. After completion of the 
study, TDI would also be required to determine whether a necessity exists to suspend WA's ability 
to issue new policies. A determination to suspend the issue ofnew policies would remain in effect 
until September 1, 2017, or an enactment of the legislature that becomes law, whichever occurs 
earlier. The bill would modify existing Graduate Medical Education programs administered by the 
Texas Higher Education Coordinating Board (THECB). The bill would expand the Graduate 
Medical Education Planning Grants Program to authorize the program to provide partnership 
grants to hospitals, medical schools, and community-based, ambulatory patient care centers. 
Funds would be available to entities to develop new graduate medical education programs with 
first-year residency positions, regardless of whether the entity had offered a graduate medical 
education program with first-year residency positions previously. 

The bill would modify Grants for Unfilled Residency Positions to specify that grants could be 
made available for first-year residency positions that were unfilled as of July 1, 2013. Grants 
would be awarded for the duration of the residency, rather than for two consecutive fiscal years, 
as specified in current law. 

The bill would direct THECB to award grants to new or existing graduate medical education 
programs under Grants for Program Expansion or New Program. Grants would be awarded for the 
duration ofperiod in which a resident fills the position that is funded by the program. 

For both Grants for Unfilled Residency Positions and Grants for Program Expansion or New 
Program, the bill would direct THECB to prioritize applications if the number of residency 
positions proposed by eligible applicants exceeded available appropriations. Specifically, the bill 
would prioritize awarding grants to medical specialties determined to be at critical shortage levels 
under certain conditions. The bill repeals the current provisions relating to establishing priority 
for grant awards for applications in excess of available appropriations. The bill would direct the 
Department of State Health Services (DSHS) to conduct research on the supply ofphysicians in 
Texas and the ability of the state's graduate medical education system to meet the state's health 
care needs. THECB would be required to consider this research when determining critical shortage 
levels. 

The bill would require THECB to award additional grants to fund graduate medical education 
programs that had been awarded grants under Subchapter B of Chapter 58A of the Education Code 
in fiscal year 2015, provided that the programs continued to meet grant requirements. 

THECB could limit funding or seek reimbursement from grant recipients that did not comply with 
reporting or other requirements established in the bill. 
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The bill would create the Permanent Fund Supporting Graduate Medical Education. Distributions 
from the fund could be appropriated to support programs established under Chapter 58A of the 
Education Code or as otherwise directed by the Legislature. The fund would be a special fund in 
the treasury outside of the General Revenue Fund and would consist ofmoney transferred or 
appropriated by the Legislature, gifts and grants contributed to the fund, and investment returns. 
The Texas Safekeeping Trust Company would administer the fund and would determine the 
amount of money available for distribution from the fund. Distributions would be determined by 
policies adopted by the Texas Comptroller ofPublic Accounts (CPA). These policies would be 
designed to preserve the purchasing power of the fund and to provide a predictable stream of 
annual distributions. The management expenses of the fund would be paid from the fund. 

The bill would amend the Insurance Code to require the Texas Department of Insurance (TDI) to 
complete an actuarial study pertaining to the Texas Medical Liability Joint Underwriting 
Association (JUA) not later than 90 days after the effective date of the bill. The study would 
determine the amount of assets necessary for JUA's ( 1) known and unknown insurance claims and 
costs associated with those claims; and (2) the administrative expenses of the association. Within 
60 days of the completion of the study the association would be required to transfer the amount of 
assets not necessary for the purposes estimated by the study. The association would transfer this 
excess amount to the Permanent Fund Supporting Graduate Medical Education or to an account 
created by the Comptroller of Public Accounts until creation of the fund. Mter completion of the 
actuarial study, TDI would also be required to determine whether a necessity exists to suspend 
JUA's ability to issue new policies. A determination to suspend the issuance ofnew policies would 
remain in effect until September 1, 20 1 7, unless modified by a subsequent enactment of the 
legislature. 

J 
Methodology 

For the purposes of this fiscal note, this analysis assumes that grants made under the two 
expanded residency programs in the bill would provide an average of$75,000 per resident. This 
amount is higher than the existing per resident amount of$65,000 associated with the Unfilled 
Positions and Program Expansion/New Program grant programs as they are currently 
administered. A higher per resident amount may provide a greater incentive for critical shortage 
specialties that are identified in the bill for prioritization under certain conditions. 

For the purposes of this fiscal note, it is assumed that approximately 125 residency slots would 
receive funding in fiscal year 2016 at the per-resident amount of$75,000. As these 125 residents 
progress to their second year of residency and a new cohort of residents begins, this estimate 
assumes that 250 residents would ~e funded in fiscal year 2017. In fiscal year 2018, it is estimated 
that 375 residents would be funded. Based on these assumptions, expansion of the residency 
programs would result in a cost of$9.4 million in fiscal year 2016,$18.8 million in fiscal year 
2017, and $28.1 million in fiscal year 2018 and after. 

The amounts estimated above would ultimately be impacted by the per-resident funding and the 
number and capacity ofparticipating entities. Expenditures and grants would also be subject to 
appropriations. 

For the purposes of this fiscal note, grants awarded for graduate medical education positions in 
the 2014-2015 that would continue to receive funding in the 2016-17 biennium are not included 
in the fiscal impact estimate. If funding is provided for additional years of residency beyond the 
third year, the number of first-year slots that are supported could change. 
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For the purposes of this fiscal note, it is assumed that the expansion of the Planning and 
Partnership Grant Program would support 7 grantees in fiscal year 2016 and in fiscal year 2017. It 
is estimated that each grant would be $250,000 per fiscal year. Total grants awarded through the 
Partnership Grant Program are estimated to be $1,750,000 in fiscal years 2016 and 2017. 

THECB estimates administrative costs of$599,644, including salary, benefit, and other costs, to 
hire 4.0 FTEs in the 2016-17 biennium to administer the programs, as modified by the bill. 

TDI estimates that the costs of conducting an actuarial study and making a determination 
about the issuance of new policies at JUA could be absorbed within existing resources. CPA 
estimated that there would be no fiscal impact to the agency to manage the Permanent Fund 
Supporting Graduate Medical Education. 

Because the amount of assets available for transfer would be based on the actuarial study, the 
potential revenue gain to the Permanent Fund Supporting Graduate Medical Education cannot be 
determined at this time. It is assumed that revenue generated from the investment returns would be 
used for graduate medical education programs established in Chapter 58A of the Texas Education 
Code. 

This legislation would do one or more of the following: create or recreate a dedicated account in 
the General Revenue Fund, create or recreate a special or trust fund either within or outside of the 
Treasury, or create a dedicated revenue source. The fund, account, or revenue dedication included 
in this bill would be subject to funds consolidation review by the current Legislature. 

Local Government Impact 

No fiscal implication to units of local government is anticipated. 

Source Agencies: 	 304 Comptroller of Public Accounts, 454 Department of Insurance, 529 
Health and Human Services Commission, 537 State Health Services, 
Department of, 71 0 Texas A&M University System Administrative and 
General Offices, 720 The University of Texas System Administration, 758 
Texas State University System, 768 Texas Tech University System 
Administration, 769 University of North Texas System Administration, 781 
Higher Education Coordinating Board, 783 University of Houston System 
Administration 

LBB Staff: UP, EMu, JJ, KMc, KK, THo 
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LEGISLATIVE BUDGET BOARD 


Austin, Texas 


FISCAL NOTE, 84TH LEGISLATIVE REGULAR SESSION 


March 30, 2015 


TO: Honorable Jane Nelson, Chair, Senate Committee on Finance 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: SB18 by Nelson (relating to measures to support or enhance graduate medical education 
in this state, including the transfer of assets following the dissolution of the Texas 
Medical Liability Insurance Underwriting Association.), Committee Report 1st House, 
Substituted 

Estimated Two-year Net Impact to General Revenue Related Funds for SB 18, Committee 
Report 1st House, Substituted: a negative impact of ($34,253,398) through the biennium ending 
August 31, 2017. 

The bill could result in a revenue gain to the Permanent Fund Supporting Graduate Medical 
Education through a transfer of funds from the Texas Medical Liability Joint Underwriting 
Association. The amount would be dependent on an actuarial study of the association and 
therefore cannot be determined at this time. 

The bill would make no appropriation but could provide the legal basis for an appropriation of 
funds to implement the provisions of the bill. 

General Revenue-Related Funds, Five-Year Impact: 

Fiscal Year 
Probable Net Positive/ (Negative) Impact 

to General Revenue Related Funds 

2016 ($12,594,110) 

2017 ($21,659,288) 

2018 ($28,414,822) 

2019 ($28,414,822) 

2020 ($28,414,822) 
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All Funds, Five-Year Impact: 

Fiscal Year 
Probable Savings/(Cost) from 

General Revenue Fund 
1 

Change in Number ofState Employees 
fromFY2015 

2016 ($12,594,110) 4.0 

2017 ($21 ,659,288) 4.0 

2018 ($28,414,822) 4.0 

2019 ($28,414,822) 4.0 

2020 ($28,414,822) 4.0 

Fiscal Analysis 

The bill would modify existing Graduate Medical Education programs administered by the Texas 
Higher Education Coordinating Board (THECB). The bill would expand the Graduate Medical 
Education Planning Grants Program to authorize the program to provide partnership grants to 
hospitals, medical schools, and community-based, ambulatory patient care centers. Funds would 
be available to entities to develop new graduate medical education programs with first-year 
residency positions, regardless of whether the entity had offered a graduate medical education 
program with first-year residency positions previously. 

The bill would modify Grants for Unfilled Residency Positions to specify that grants could be 
made available for first-year residency positions that were unfilled as of July 1, 2013. Grants 
would be awarded for the duration of the residency, rather than for two consecutive fiscal years, 
as specified in current law. 

The bill would direct THECB to award grants to new or existing graduate medical education 
programs under Grants for Program Expansion or New Program. Grants would be awarded for the 
duration of period in which a resident fills the position that is funded by the program. 

For both Grants for Unfilled Residency Positions and Grants for Program Expansion or New 
Program, the bill would direct THECB to prioritize applications if the number of residency 
positions proposed by eligible applicants exceeded available appropriations. Specifically, the bill 
would prioritize awarding grants to medical specialties determined to be at critical shortage levels 
under certain conditions. The bill repeals the current provisions relating to establishing priority 
for grant awards for applications in excess of available appropriations. The bill would direct the 
Department of State Health Services (DSHS) to conduct research on the supply of physicians in 
Texas and the ability of the state's graduate medical education system to meet the state's health 
care needs. THECB would be required to consider this research when determining critical shortage 
levels. 

The bill would require THECB to award additional grants to fund graduate medical education 
programs that had been awarded grants under Subchapter B of Chapter 5 8A of the Education Code 
in fiscal year 2015, provided that the programs continued to meet grant requirements. 

THECB could limit funding or seek reimbursement from grant recipients that did not comply with 
reporting or other requirements established i1;1 the bill. 

The bill would create the Permanent Fund Supporting Graduate Medical Education. Distributions 
from the fund could be appropriated to support programs established under Chapter 5 8A of the 
Education Code or as otherwise directed by the Legislature. The fund would be a special fund in 
the treasury outside of the General Revenue Fund and would consist of money transferred or 
appropriated by the Legislature, gifts and grants contributed to the fund, and investment returns. 
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The Texas Safekeeping Trust Company would administer the fund and would determine the 
amount of money available for distribution from the fund. Distributions would be determined by 
policies adopted by the Texas Comptroller of Public Accounts (CPA). These policies would be 
designed to preserve the purchasing power of the fund and to provide a predictable stream of 
annual distributions. The management expenses of the fund would be paid from the fund. 

The bill would amend the Insurance Code to require the Texas Department of Insurance (TDI) to 
complete an actuarial study pertaining to the Texas Medical Liability Joint Underwriting 
Association (JUA) not later than 90 days after the effective date of the bill. The study would 
determine the amount of assets necessary for JUA's ( 1) known and unknown insurance claims and 
costs associated with those claims; and (2) the administrative expenses of the association. Within 
60 days of the completion of the study the association would be required to transfer the amount of 
assets not necessary for the purposes estimated by the study. The association would transfer this 
excess amount to the Permanent Fund Supporting Graduate Medical Education or to an account 
created by the Comptroller of Public Accounts until creation of the fund. 

Methodology 

For the purposes of this fiscal note, this analysis assumes that grants made under the two 

expanded residency programs in the bill would provide an average of$75,000 per resident. This 

amount is higher than the existing per resident amount of$65,000 associated with the Unfilled 

Positions and Program Expansion/New Program grant programs as they are currently 

administered. A higher per resident amount may provide a greater incentive for critical shortage 

specialties that are identified in the bill for prioritization under certain conditions. 


For the purposes of this fiscal note, it is assumed that approximately 125 residency slots would 

receive funding in fiscal year 2016 at the per-resident amount of $75,000. As these 125 residents 

progress to their second year of residency and a new cohort of residents begins, this estimate 

assumes that 250 residents would be funded in fiscal year 2017. In fiscal year 2018, it is estimated 

that 375 residents would be funded. Based on these assumptions, expansion of the residency 

programs would result in a cost of $9.4 million in fiscal year 2016, $18.8 million in fiscal year 

2017, and $28.1 million in fiscal year 2018 and after. 


The amounts estimated above would ultimately be impacted by the per-resident funding and the 

number and capacity of participating entities. Expenditures and grants would also be subject to 

appropriations. 


For the purposes of this fiscal note, grants awarded for graduate medical education positions in 

the 2014-2015 that would continue to receive funding in the 2016-17 biennium are not included 

in the fiscal impact estimate. If funding is provided for additional years of residency beyond the 

third year, the number of first-year slots that are supported could change. ·;: 


For the purposes of this fiscal note, it is assumed that the expansion of the Planning and 

Partnership Grant Program would support 7 grantees in fiscal year 20 16 and in fiscal year 201 7. It 

is estimated that each grant would be $250,000 per fiscal year. Total grants awarded through the · · 

Partnership Grant Program are estimated to be $1,750,000 in fiscal years 2016 and 2017. 


THECB estimates administrative costs of $599,644, including salary, benefit, and other costs, to 

hire 4.0 FTEs in the 2016-17 biennium to administer the programs, as modified by the bill. 


TDI estimates that the costs of conducting an actuarial study pertaining to JUA could be absorbed 

within existing resources. CPA estimated that there would be no fiscal impact to the agency to 
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manage the Permanent Fund Supporting Graduate Medical Education. 

Because the amount of assets available for transfer would be based on the actuarial study, the 
potential revenue gain to the Permanent Fund Supporting Graduate Medical Education cannot be 
determined at this time. It is assumed that revenue generated from the investment returns would be 
used for graduate medical education programs established in Chapter 58A of the Texas Education 
Code. 

This legislation would do one or more of the following: create or recreate a dedicated account in 
the General Revenue Fund, create or recreate a special or trust fund either within or outside of the 
Treasury, or create a dedicated revenue source. The fund, account, or revenue dedication included 
in this bill would be subject to funds consolidation review by the current Legislature. 

Local Government Impact 

No fiscal implication to units of local government is anticipated. 

Source Agencies: 	 304 Comptroller of Public Accounts, 454 Department of Insurance, 529 
Health and Human Services Commission, 537 State Health Services, 
Department of, 710 Texas A&M University System Administrative and 
General Offices, 720 The University of Texas System Administration, 758 
Texas State University System, 768 Texas Tech University System 
Administration, 769 University of North Texas System Administration, 781 
Higher Education Coordinating Board, 783 University of Houston System 
Administration 

LBB Staff: UP, KK, JJ, THo, KMc 
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LEGISLATIVE BUDGET BOARD 


Austin, Texas 


FISCAL NOTE, 84TH LEGISLATIVE REGULAR SESSION 


March 18, 2015 

TO: Honorable Jane Nelson, Chair, Senate Committee on Finance 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: SB18 by Nelson (Relating to measures to support or enhance graduate medical education 
in this state, including the transfer of assets following the dissolution of the Texas 
Medical Liability Insurance Underwriting Association.), As Introduced 

Estimated Two-year Net Impact to General Revenue Related Funds for SB 18, As Introduced: 
a negative impact of ($42,599,644) through the biennium ending August 31,2017. 

The bill would make no appropriation but could provide the legal basis for an appropriation of 
funds to implement the provisions of the bill. 

General Revenue-Related Funds, Five-Year Impact: 

Fiscal Year 
Probable Net Positive/ (Negative) Impact 

to General Revenue Related Funds 

2016 ($15,309,822) 

2017 ($27,289,822) 

2018 ($33,230,492) 

2019 ($18,095,404) 

2020 ($18,095,404) 

All Funds, Five-Year Impact: 

Probable Revenue 

Fiscal Year 

Probable Probable Revenue 
Savings/(Cost) from Gain from 

General Revenue FIOtd General Revenue FIOtd 
1 1 

Gain/ (Loss) from 
Policyholder's 

Stabilization Reserve 
FIOtd For Nursing 

Homes andAssisted 
Living Facilities 

Probable Revenue 
Gain from 

Permanent FIOtd 
Supporting Graduate 
Medical Education 

Outside the Treasury 

2016 ($15,309,822) $0 $0 $0 

2017 ($27 ,289,822) $0 $0 $0 

2018 ($39,289,822) $6,059,330 ($6,059,3 30) $329,105,864 

2019 ($18,095,404) $0 $0 $21,194,418 

2020 ($18,095,404) $0 $0 $21,194,418 
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Probable 
Savings/(Cost) from 

Fiscal Year Permanent Fwul 
Supporting Graduate 
Medical Education 

2016 $0 

2017 $0 

2018 $0 

2019 ($21,194,418) 

2020 ($21,194,418) 

Fiscal Analysis 

This bill would implement recommendations in the reports "Align New Graduate Medical 
Education Funding with the Healthcare Needs of the State" and "Modify the Texas Medical 
Liability Joint Underwriting Association" in the Legislative Budget Board's Government 
Effectiveness and Efficiency Report submitted to the Eighty-fourth Texas Legislature, 2015. 

The bill would direct the Texas Higher Education Coordinating Board (THECB) to establish the 
Critical Shortage Physician Program. In each fiscal year, THECB would provide grants to teaching 
hospitals to provide graduate medical residency positions in excess of federal direct and indirect 
graduate medical education funding caps. THECB would provide these institutions with grants for 
the establishment of new accredited residency programs or for existing programs. The grants 
could be used to support family practice, general internal medicine, general pediatrics, and 
obstetrics and gynecology specialties or other medical specialties determined to be in critical 
shortage. Any excess funds could be used by THECB to provide grants for start-up costs at 
teaching hospitals that are establishing or seeking accreditation for new residency programs in the 
specialties described above. THECB could limit funding or seek reimbursement from grant 
recipients that did not comply with reporting or other requirements established in the bill. 

The bill would direct the Department of State Health Services (DSHS) to conduct research on the 
supply of physicians in Texas and the ability of the state's graduate medical education system to 
meet the state's health care needs. THECB would be required to consider this research when 
awarding grants under the Critical Shortage Physician Program. 

The bill would direct THECB to establish the Texas Teaching Health Center Graduate Medical 
Education Program to award grants to teaching health centers for the purpose of establishing new 
primary care residency programs or increasing the number of residency positions in existing 
primary care residency programs. The definition of "teaching health center" would include 
federally qualified health centers and other similar organizations. 

Grants could not be award for a term of more than three years and the maximum award to a 
recipient could not exceed $500,000 during a state fiscal year. Grants could be used for 
curriculum development; recruiting, training, and retaining residents and faculty; obtaining 
accreditation; and faculty salaries in the development phase. The bill would establish reporting 
requirements for grant recipients. THECB could limit funding or seek reimbursement from grant 
recipients that did not comply with reporting or other requirements established in the bill. 

The bill would direct THECB to establish the Graduate Medical Education Partnership Program. 
Under the program, THECB would award grants to teaching health centers that are seeking 
accreditation for residency programs and accredited residency programs at hospitals for medical 
schools with which teaching health centers have partnered. Grants could be awarded to facilitate 
mentoring relationships to help teaching health centers gain accreditation and to build 
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collaborative relationships between the partners. THECB could limit funding or seek 
reimbursement from grant recipients that did not comply with reporting or other requirements 
established in the bill. 

The bill would amend the Insurance Code to dissolve the Texas Medical Liability Joint 
Underwriting Association. The association could process claims up to the dissolution date of 
August 31, 2017 but would be prohibited from issuing or renewing insurance policies after the 
effective date of the bill. The association and Texas Department of Insurance would develop a 
plan of dissolution. After ensuring sufficient resources are available for outstanding claims 
liabilities following dissolution, assets in the Policyholder's Stabilization Reserve Fund for 
Nursing Homes and Assisted Living Facilities would be transferred into the general revenue fund. 
The remaining funds of the association would be transferred to the Permanent Fund Supporting 
Graduate Medical Education. 

The bill would create the Permanent Fund Supporting Graduate Medical Education. Distributions 
from the fund would support programs established by the bill and other programs established 
under Chapter 58 of the Education Code. The fund would be a special fund in the treasury outside 
of the General Revenue Fund and would consist of money transferred or appropriated by the 
Legislature, gifts and grants contributed to the fund, and investment returns. The Texas 
Safekeeping Trust Company would administer the fund and would determine the amount of money 
available for distribution from the fund. Distributions would be determined by policies adopted by 
the Texas Comptroller of Public Accounts (CPA). These policies would be designed to preserve 
the purchasing power of the fund and to provide a predictable stream of annual distributions. The 
management expenses of the fund would be paid from the fund. 

THECB would be required to adopt rules for the Critical Shortage Program, Teaching Health 
Center Program, and Partnership Program by December 31, 2015. It is assumed that THECB would 
begin awarding grants in fiscal year 2016. 

Methodology 

" 

For the purposes of this fiscal note, it is assumed that grants made under the Critical Shortage 
Physician Program would provide an average of $132,000 per resident. It is assumed that 50 
residency slots would receive funding in fiscal year 2016. As these 50 residents progress to their 
second year of residency and a new cohort of residents begins, this estimate assumes that 100 
residents would be funded under the Critical Shortage Program in fiscal year 201 7. In fiscal year 
2018, when the program has been fully implemented, it is estimated that 150 residency slots would 
be funded under the Critical Shortage Physician Program. Total grants awarded through the 
Critical Shortage Physician Program are estimated to be $6,600,000 in f;lscal year 2016, 
$13,200,000 in fiscal year 2017, and $19,800,000 in fiscal year 2018 and thereafter. 

It is assumed that grants made under the Teaching Health Center Program would provide an 
average of $150,000 per resident. It is assumed that 36 residency slots would receive funding in 
fiscal year 2016. As these 3 6 residents progress to their second year of residency and a new cohort 
of residents begins, this estimate assumes that 72 residents would be funded under the Teaching 
Health Center Program in fiscal year 2017. In fiscal year 2018, when the program has been fully 
implemented, it is estimated that 108 residency slots would be funded under the Teaching Health 
Center Program. Total grants awarded through the Teaching Health Center Program are estimated 
to be $5,400,000 in fiscal year 2016,$10,800,000 in fiscal year 2017, and $16,200,000 in fiscal 
year 2018 and thereafter. 

The amounts estimated above would ultimately be impacted by the per-resident funding and the. 
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number and capacity of participating entities. Expenditures and grants would also be subject to 
appropriations. 

It is assumed that the Partnership Grant Program would support 10 pairs of grantees each fiscal 
year for a total of 20 grants each fiscal year. It is estimated that each grant would be $150,000 per 
fiscal year. Total grants awarded through the Partnership Grant Program are estimated to be 
$3,000,000 in fiscal years 2016 through 2020. 

THECB estimates administrative costs of $599,644, including salary, benefit, and other costs, to 
hire 4.0 FTEs in the 2016-17 biennium to administer the programs established by the bill. 

At the end of calendar year 2014, according to the annual statement of the Texas Medical Liability 
Joint Underwriting Association, the association held $288.9 million in cash and investment assets. 
The fair market value of these assets (if sold) was estimated at approximately $357.6 million. The 
association also held $15.5 million in reserves for losses and loss adjustment expenses. After 
accounting for these liabilities, the net assets of association at the end of 2014 were approximately 
$342.2 million. To account for costs associated with dissolving the associat'ion, this estimate 
assumes $3 million in total liquidation costs for six years after dissolution of the association and a 
$4 million cost at the association until dissolution. 

Reserves associated with the Policyholder's Stabilization Reserve Fund for Nursing Homes and 
Assisted Living Facilities, which represented $6.0 million of the assets of the association 
(unadjusted for their fair market value) are state funds held outside of the state Treasury. In 
accordance with statute, these assets would be transferred to the General Revenue Fund upon 
dissolution for a use related to ensuring access to affordable liability insurance for nursing 

· facilities. 

Based on this information, the estimated remainder of the funds available for transfer to establish 
a corpus in the Permanent Fund Supporting Graduate Medical Education would total $329.1 
million. The actual amount transferred to the Permanent Fund Supporting Graduate Medical 
Education is subject to change based on the liabilities of the association at dissolution, the market 
value of assets at sale, and expenses incurred to dissolve the association. 

For the purpose of this fiscal note, it is assumed that the Permanent Fund Supporting Graduate 
Medical Education would be invested similarly to other endowment funds (such as the Permanent 
Public Health Fund and the Tobacco Settlement Fund) managed by the Treasury Safekeeping Trust 
Company and would earn a rate of return equal to the 5 year annualized total return of these 
endowment funds, or 6.44 percent, starting in fiscal year 2019. It is also assumed that the full 
amount of the investment returns would be used for graduate medical education programs starting 
in fiscal year 2019, offsetting a portion of the General Revenue costs of those programs. 

The Texas Department of Insurance assumes that any impact the bill would have on the 
department could be absorbed within existing resources. The Texas Comptroller's Office 
anticipates no administrative costs as a result of the bill. 

This legislation would do one or more of the following: create or recreate a dedicated account in 
the General Revenue Fund, create or recreate a special or trust fund either with or outside of the 
Treasury, or create a dedicated revenue source. The fund, account, or revenue dedication included 
in this bill would be subject to funds consolidation review by the current Legislature. 
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Local Government Impact 

No fiscal implication to units of local government is anticipated. 

Source Agencies: 	 304 Comptroller of Public Accounts, 454 Department of Insurance, 529 
Health and Human Services Commission, 537 State Health Services, 
Department of, 710 Texas A&M University System Administrative and 
General Offices, 720 The University of Texas System Administration, 758 
Texas State University System, 768 Texas Tech University System 
Administration, 769 University of North Texas System Administration, 781 
Higher Education Coordinating Board, 783 University of Houston System 
Administration 

LBB Staff: UP, KK, JJ, THo, KMc 
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