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H.B. No. 2068 

AN ACT 

relating to automatic employee participation in and administration 

of a deferred compensation plan provided by certain hospital 

districts. 

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

SECTION 1. Section 609.007(c), Government Code, is amended 

to read as follows: 

(c) Except as provided by Section 609.202 or 609.5025, to 

participate 1n a deferred compensation plan, an employee must 

consent in the contract to automatic payroll deductions in an 

amount equal to the deferred amount. 

SECTION 2. Chapter 609, Government Code, is amended by 

adding Subchapter B-1 to read as follows: 

SUBCHAPTER B-1. PARTICIPATION IN DEFERRED COMPENSATION PLAN BY 

CERTAIN HOSPITAL DISTRICT EMPLOYEES 

Sec. 609.201. APPLICABILITY OF SUBCHAPTER. (a) This 

subchapter applies only to a hospital district created under 

general or special law if the district offers a deferred 

compensation plan to the district's employees under Subchapter B. 

(b) A hospital district subject to this subchapter may, at 

the district's opt ion, elect to require automatic employee 

part ic ipat ion in a deferred compensation plan under Section 

609.202. 

Sec. 609.202. AUTOMATIC PARTICIPATION; DEFAULT INVESTMENT 
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PRODUCT. (a) This section applies only to an employee of a 

hospital district that elects under Section 609.201(b) to require 

automatic employee participation in a deferred compensation plan 

under this sect ion. 

(b) An employee automatically participates 1n a deferred 

compensation plan provided by the hospital district unless the 

employee affirmatively elects not to participate in the plan. 

Notwithstanding Sections 609.007(a) and (c), an employee is not 

required to affirmatively contract for and consent to participation 

in a plan under this sect ion. 

(c) An employee participating in a deferred compensation 

plan under this section makes a contribution of one percent of the 

compensation earned by the employee to a default investment product 

selected by the plan administrator based on the criteria 

established under Sect ion 609. 113 and the rules adopted under 

Sub s e c t ion ( f ) . The contribution is made by automatic payroll 

deduction. 

(d) At any time, an employee participating in a deferred 

compensation plan under this section may, in accordance with rules 

adopted by the board of the hospital district, elect to end 

participation in the plan, to contribute to a different investment 

product, to contribute a different amount to the plan, or to 

designate all or a portion of the employee's contribution as a Roth 

contribution subject to the availability of a Roth contribution 

program. 

(e) A hospital district to which this subchapter applies 

shall ensure that, -at the time of employment, each employee is 
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informed of: 

( 1) the elections the employee may make under this 

section; and 

( 2) the responsibilities of the employee under Section 

609.010. 

(f) The board of the hospital district shall adopt rules to 

implement the requirements of this section. The rules must ensure 

that the operation of a deferred compensation plan under this 

section conforms to the applicable requirements of any federal rule 

that provides fiduciary relief for investments in qualified default 

investment alternatives or otherwise governs default investment 

alternatives under participant-directed individual account plans. 

(g) The amount deducted under this section from an 

employee's compensation is not deducted for payment of a debt and 

the automatic payroll deduction is not garnishment or assignment of 

wages. 

(h) Using existing resources, the hospital district shall 

inform new employees of their automatic enrollment in a deferred 

compensation plan and their right to opt out of enrollment. Using 

existing resources, this information must be included as part of 

the new employee orientation process. The district shall maintain 

a record of a new employee's acknowledgment of receipt of 

information regarding the ability to opt out of enrollment in a 

deferred compensation plan. 

Sec. 609.203. DISCRETIONARY TRANSFER. (a) A hospital 

district may transfer an employee's deferred amounts and investment 

income from a qualified investment product to the trust fund of the 
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deferred compensation plan in which the employee participates if 

the district determines that the transfer is in the best interest of 

the plan and the employee. 

(b) The hospital district is not required to give notice of 

a transfer under Subsection (a) to the employee before the transfer 

occurs. 

(c) Promptly after a transfer under Subsection (a) occurs, 

the hospital district shall give to the employee a notice that: 

( 1) states the reason for the transfer; and 

( 2) requests that the employee promptly designate 

another qualified investment product to receive the transferred 

amount. 

Sec. 609.204. ALTERNATIVE TO FUND DEPOSIT. Instead of 

depositing deferred amounts and investment income in the trust fund 

of the deferred compensation plan, a hospital district may invest 

deferred amounts and investment income in a qualified investment 

product specifically designated by the district for that purpose. 

Sec. 609.205. CONTRACTS FOR GOODS AND SERVICES. (a) A 

hospital district may contract for necessary goods and consolidated 

billing, accounting, and other services to be provided in 

connection with a deferred compensation plan. 

(b) In a contract under Subsection (a), the hospital 

district may provide for periodic audits of the person with whom the 

contract is made. An audit may cover: 

(1) the proper handling and accounting of public or 

trust funds; and 

( 2) other matters related to the proper performance of 
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the contract. 

(c) The hospital district may contract with a private entity 

to conduct an audit under Subsection (b). 

SECTION 3. Section 609.202, Government Code, as added by 

this Act, applies only to an employee of a hospital district subject 

to that section who initially begins employment on or after January 

1, 2016. 

SECTION 4. (a) Except as provided by Subsection (b) of this 

section, the acts of a hospital district created under general or 

special law that relate to discretionary transfers of funds and 

consolidation of billing and accounting for deferred compensation 

plans provided by the district to the district's employees and that 

occurred before the effective date of this Act are validated as if 

the acts had occurred as authorized by law. 

(b) This section does not validate an act that, under the 

law of this state at the time the act occurred, was a misdemeanor or 

felony. 

SECTION 5. This Act takes effect immediately if it receives 

a vote of two-thirds of all the members elected to each house, as 

provided by Section 39, Article III, Texas Constitution. If this 

Act does not receive the vote necessary for immediate effect, this 

Act takes effect September 1, 2015. 
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I certify that H. B. No. 2068 was passed by the House on April 

28, 2015, by the following vote: Yeas 112, Nays 30, 2 present, not 

voting. 

Chief Clerk of the Hou 

I certify that H.B. No. 2068 was passed by the Senate on May 

22, 2015, by the following vote: 

APPROVED: 


Date 

Governor 
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PROCLAMATION 

BY THE 

<1inutrnnr nf fqt ~taft nf <Qrtxas 

41-3428 

TO ALL TO WHOM THESE PRESENTS SHALL COME: 

Pursuant to Article IV, Section 14, of the Texas Constitution, I, Greg Abbott, Governor 
of Texas, do hereby disapprove of and veto House Bill No. 2068 as passed by the Eighty
Fourth Texas Legislature, Regular Session, because of the following objections: 

House Bill 2068 provides for the automatic enrollment of hospital district 
employees in a retirement plan at a contribution level of one percent unless the 
employee elects not to participate. Studies have shown, however, that automatic 
enrollment at a very low contribution percentage actually ends up reducing 
employees' overall retirement savings. This is because automatically enrolled 
employees are unlikely to voluntarily elect to contribute more than the automatic 
contribution. If required to choose a contribution amount, many employees will 
select an amount much greater than the automatic contribution. See Ryan Bubb 
& Richard H. Pildes, How Behavioral Economics Trims Its Sails And Why, 127 
HARV. L. REV. 1593, 1609 (2014) ("[I]n practice these programs appear to reduce 
overall retirement savings."); see also Eleanor Laise, Automatic 401 (k) Plans 
Might Not Save Enough, WALL STREET JOURNAL (Jan. 8, 2008). One of the 
largest retirement plan administrators in the country has reported that between 
2007 and 2011, the percentage of plans using automatic enrollment-usually with 
a default contribution of three percent-nearly doubled, while overall retirement 
savings rates declined. VANGUARD, HOW AMERICA SAYES 2012, at 29 fig.31 
(20 12) (attributing this decline in part "to the growing use of automatic 
enrollment and the tendency of participants to stick with the default deferral"). 
Thus, House Bill 2068 would likely undermine its stated goal of increasing 
retirement savings and investment returns. 

Since the Eighty-Fourth Texas Legislature, Regular Session, by its adjournment has 
prevented the return of this bill, I am filing these objections in the office of the Secretary 
of State and giving notice thereof by this public proclamation according to the 
aforementioned constitutional provision. 

IN TESTIMONY WHEREOF, I 
have signed my name officially 
and caused the Seal of the State to 
be affixed hereto at Austin, this 
19th day of June, 2015. 

CARLOS CASCOS 
Secretary of State 

FILED IN THE OFFICE OF THE 
SECRETARY OF STATE 

1- f""'"' O'CLOCK 

JUN 2 0 2015 



LEGISLATIVE BUDGET BOARD 


Austin, Texas 


FISCAL NOTE, 84TH LEGISLATIVE REGULAR SESSION 


May 5, 2015 

TO: Honorable Joan Huffman, Chair, Senate Committee on State Affairs 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB2068 by Coleman (Relating to automatic employee participation in and administration 
of a deferred compensation plan provided by certain hospital districts.), As Engrossed 

No fiscal implication to the State is anticipated. 

The bill would amend the Government Code relating to certain hospital districts deferred 
compensation plans. The bill would permit a hospital district to elect to require automatic 
employee participation in a deferred compensation plan. The bill would establish an auto 
enrollment for employees of certain hospitals to enroll unless the employee elects to opt out of the 
plan. Under the provisions of the bill, hospital districts may transfer certain monies from an 
investment product to the trust fund of the compensation plan or to a qualified investment 
product. The district may contract for certain services connected with the deferred compensation 
plan. 

Local Government Impact 

There could be some administrative costs to a hospital district that elected to require automatic 
employee participation. However, it is assumed a hospital district would elect to require automatic 
employee participation only if sufficient funds were available or it would not result in a negative 
fiscal impact; therefore, no significant fiscal impact is anticipated. 

Source Agencies: 

LBB Staff: UP, AG, KVe, SO, EK 

Page 1 of 1 



LEGISLATIVE BUDGET BOARD 


Austin, Texas 


FISCAL NOTE, 84TH LEGISLATIVE REGULAR SESSION 


April 14, 2015 

TO: Honorable Garnet Coleman, Chair, House Committee on County Affairs 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB2068 by Coleman (Relating to automatic employee participation in and administration 
of a deferred compensation plan provided by certain hospital districts.), Committee 
Report 1st House, Substituted 

No fiscal implication to the State is anticipated. 

The bill would amend the Government Code relating to certain hospital districts deferred 
compensation plans. The bill would permit a hospital district to elect to require automatic 
employee participation in a deferred compensation plan. The bill would establish an auto 
enrollment for employees of certain hospitals to enroll unless the employee elects to opt out of the 
plan. Under the provisions of the bill, hospital districts may transfer certain monies from an 
investment product to the trust fund of the compensation plan or to a qualified investment 
product. The district may contract for certain services connected with the deferred compensation 
plan. 

Local Government Impact 

There could be some administrative costs to a hospital district that elected to require automatic 
employee participation. However, it is assumed a hospital district would elect to require automatic 
employee participation only if sufficient funds were available or it would not result in a negative 
fiscal impact; therefore, no significant fiscal impact is anticipated. 

Source Agencies: 

LBB Staff: UP, KVe, SO, EK 
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LEGISLATIVE BUDGET BOARD 


Austin, Texas 


FISCAL NOTE, 84TH LEGISLATIVE REGULAR SESSION 

J 

March 25, 2015 

TO: Honorable Garnet Coleman, Chair, House Committee on County Affairs 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB2068 by Coleman (Relating to automatic employee participation in and administration 
of a deferred compensation plan provided by hospital districts.), As Introduced 

No fiscal implication to the State is anticipated. 

The bill would amend the Government Code relating to certain hospital districts deferred 
compensation plans. The bill would establish an auto enrollment for all employees unless the 
employee elects to opt out of the plan. Under the provisions of the bill, hospital districts may 
transfer certain monies from an investment product to the trust fund of the compensation plan or 
to a qualified investment product. The district may contract for certain services connected with the 
deferred compensation plan. 

Local Government Impact 

There could be some administrative costs associated with the implementation of the provisions of 
the bill; however, no significant fiscal impact is anticipated. 

The Texas Organization of Rural and Community Hospitals reported there would be costs to 
hospitals due to form changes for new employees and minimal training for human resource 
personnel. 

Source Agencies: 

LBB Staff: UP, KVe, SO, EK 
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