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HOUSE AND SENATE RELEASE BASE BUDGETS  

The Texas House and Senate released their respective baseline budgets for the 2022-23 state biennium 

last Thursday. While it may be the Senate’s turn to lead the state’s budget discussions, the House lost 

no time in rolling out its version. The two bills – Senate Bill 1 and House Bill 1 – each propose 

budgets that spend $119.7 billion in general revenue for the next two fiscal years, $251 billion from all 

revenue sources. However, pandemic relief funds to state and local governments may alter the total 

federal moneys available. 

There is general agreement on the primary issues as lawmakers draft a state spending plan while they 

confront the coronavirus pandemic. The two chambers have not always agreed when proposing 

budgets at the start of legislative sessions. In 2019, for example, there was a $3 billion difference in 

public education funding proposals. In 2017, the difference was nearly $8 billion. 

Both versions of the budget exceed Comptroller Glenn Hegar’s 2022-2023 biennial revenue estimate 

(BRE) of $112.5 billion released earlier this month. The comptroller is required to provide a BRE to 

the legislature at the beginning of each regular session. 

 While Hegar could revise his estimate later in the session, he noted that his projection was 

“clouded in uncertainty” because of the impact of the pandemic on the state’s economy.  

 Because the Legislature is constitutionally prohibited from appropriating more revenue than 

will be collected, the BRE is used to ensure that appropriations will not exceed the anticipated 

revenue. Neither chamber’s budget proposal provided information on eliminating the $7 billion 

estimated shortfall between proposed spending and the BRE. Legislators will have to reduce 

spending later in the budgeting process, delay spending on certain items until a later budget 

cycle, tap into the state’s Economic Stabilization Fund – the “Rainy Day Fund” – or implement 

other accounting measures to pay for some of the spending. At the end of 2020, the Rainy Day 

Fund had a balance of nearly $10 billion. 

Education  

 Both proposals fully fund Texas public schools under a school finance system overhaul in 2019 

to boost funding and slow the growth of local property taxes.  

Medicaid 

 In the House bill, Medicaid funding recommendations include $27.4 billion in General 

Revenue Funds, $74.2 billion in total.  

https://www.lbb.state.tx.us/Documents/Appropriations_Bills/87/LBB_Recommended_Senate/6715_S04_Senate_Bill_Summary.pdf
https://www.lbb.state.tx.us/Documents/Appropriations_Bills/87/LBB_Recommended_House/6635_S02_House_Bill_Summary.pdf
https://comptroller.texas.gov/about/media-center/news/2021/210111-bre.php
https://comptroller.texas.gov/about/media-center/news/2021/210111-bre.php
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o This amount is a decrease of $0.7 billion in total and an increase of $1 billion in General 

Revenue Funds from the 2020-2021 budget.  

 Similarly, the Senate bill appropriates a total of $74 billion total funding for Medicaid, 

including $27.4 billion in General Revenue.  

 The amounts appropriated for Medicaid do not include full funding for anticipated increases in 

cost due to medical inflation, higher utilization or increased acuity.  

Group Health Insurance 

 In the House recommendations, the state contribution for group insurance benefits for general 

state employees, retirees and their dependents totals $4 billion and includes an increase of 

$128.1 million to cover assumed active and retired member growth.  

 The Senate’s recommended funding increase for member growth is $120.3 million.  

 Funding recommendations do not provide a per-member contribution rate increase and instead 

rely upon the agency spending down the contingency reserve fund, which has achieved 

historically high fund balances due to savings in health plan contracts. 

These bills are only the starting point. The Senate will pass its version and send it to the House, which 

will pass its own version. If the Senate disagrees with House amendments, each chamber will name 

negotiators to work through the differences. The resulting conference committee report will be 

considered in each chamber during the last couple of weeks of the session. If there are hiccups along 

the way and the budget isn’t passed before the session ends, a special session will be called. The 

budget is the only measure the legislature is constitutionally required to pass.   

Both the House and Senate met briefly on Jan. 26, with the House also meeting on Jan. 27, before 

adjourning until Feb. 9. 

 

BUDGET RIDERS COULD IMPACT MEDICAID PROCUREMENTS  

The Senate and House budgets include budget riders in the funding for the Health and Human Services 

Commission (HHSC), the state agency with oversight of the Texas Medicaid program.  

 Riders are enumerated policy directives or contingent appropriations that follow traditional line 

item appropriations in the General Appropriations Act.  

 Riders convey specific instructions on how agency funds can be collected or spent. They may 

also express legislative intent and be used to provide funds for administrative functions. 

Senate  Rider 21 of the Senate’s HHSC budget (p. II-64), requires the commission to develop quality 

of care and cost-efficiency benchmarks for managed care organizations (MCOs) participating in 

Medicaid and CHIP.  

 It also requires HHSC to give preference to MCOs that meet the “quality of care and cost 

efficiency benchmarks” when awarding contracts.  

 Rider 21 makes funding for HHSC’s Medicaid contracts and administration budget for fiscal 

year 2023 contingent upon HHSC developing the benchmarks no later than Sep. 1, 2022.  

 Additionally, HHSC must present the plan for the use of the benchmarks in managed care to 

the Legislative Budget Board by Aug. 15, 2022.  

https://www.lbb.state.tx.us/Documents/Appropriations_Bills/87/LBB_Recommended_Senate/SenateIntro_GAB.pdf
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A similar, more detailed rider is included in the House’s budget for HHSC. House Rider 22 (p. II-65) 

states that funding for Medicaid and CHIP client services may only be expended for high-performing 

MCOs that provide best value to the state and a rate payment system that incentivizes high-performing 

MCOs.  

 Requires HHSC to develop and publish new performance benchmarks for procurement by:  

1) Using new and existing cost efficiency, Medicaid quality of care, and customer satisfaction 

metrics, and  

2) Organizing new indices that would serve to evaluate past vendor performance and probable 

future performance. The development process would be conducted in a transparent and 

objective manner through an appropriate public input and review process.  

 Requires HHSC to develop and publish accountability requirements and consequences for 

MCOs whose expenditures exceed revenue from actuarially sound premiums and performance 

against cost, quality, and customer satisfaction indices. Those may include HHSC’s ability at 

any time to:  

1) Eliminate low-performing MCOs that fail to achieve best value and administrative savings, 

and  

2) Reduce, suspend, or withhold funds from MCOs who do not comply.  

 Allows HHSC to consider reducing risk margin, limiting or ending enrollment, and canceling 

contracts in one or more service delivery area or product line.  

 States that managed care contracts may be extended until the requirements in the rider are 

implemented.  

 Requires HHSC to submit a plan to the Legislative Budget Board identifying milestones and 

timeline to implement the benchmarks and accountability measures by Sep. 1, 2022.  

 Requires HHSC to report on progress towards implementation of the rider on Sep. 1, 2021, and 

quarterly thereafter to the HHSC Transition Legislative Oversight Committee. 

 

GOVERNOR’S STATE OF THE STATE ADDRESS SET FOR FEB. 1 

Gov. Greg Abbott announced he will deliver the State of the State on Feb. 1 from 7 to 8 p.m.  

 This year, due to COVID-19 concerns, the address will not be given before a joint meeting of 

the Texas House and Senate. The speech will be livestreamed on a number of channels and 

websites. A list can be found here.  

 During the address, the governor will provide an update on the state's COVID-19 response and 

outline his priorities for the 87
th

 Legislature. Gov. Abbott could use the occasion to declare 

“emergency items” for early legislative consideration. 

“We are at a pivotal moment in our state’s history, and this televised address is an occasion for every 

Texan to celebrate our state’s exceptionalism and recognize our shared goal for an even better Texas,” 

said Gov. Abbott. “Despite the challenges that America has endured over the past year, Texas remains 

a leader for the rest of the nation, and we have a duty to keep it that way. The 87
th

 Legislative Session 

is an opportunity for the Legislature and statewide leaders to solve the challenges facing our state on 

behalf of every Texan. Working together to serve the people of Texas, we will put the Lone Star State 

on a path towards a healthier, safer, freer, and more prosperous future for all.”  

 

https://www.lbb.state.tx.us/Documents/Appropriations_Bills/87/LBB_Recommended_House/HouseIntro_GAB.pdf
https://gov.texas.gov/news/post/governor-abbott-nexstar-inc-announce-live-statewide-telecast-of-2021-state-of-the-state-address
https://gov.texas.gov/news/post/governor-abbott-nexstar-inc-announce-live-statewide-telecast-of-2021-state-of-the-state-address
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BILLS OF INTEREST 

 House Bill 293 by Rep. Nicole Collier (D-Fort Worth) would require health plans to provide 

coverage for fertility preservation services to a patient who receives a medically necessary 

treatment, including surgery, chemotherapy and radiation that may impair fertility. The 

coverage must apply to standard procedures to preserve fertility consistent with established 

medical practices or professional medical specialty society guidelines. 

 House Bill 1145 by Rep. Julie Johnson (D-Farmers Branch) would remove medical 

management and utilization review requirements for health plan participating providers. Rep. 

Johnson also filed House Bill 410 which would preclude health plans from requiring prior 

authorization for state mandated services. 

 House Bill 1189 by Rep. Harold Dutton (D-Houston) would extend eligibility for Medicaid to 

working parent[s] of a dependent child that apply for assistance, and for whom federal 

matching funds are available. 

 

TIDBITS 

 The Texas Department of Insurance (TDI) scheduled two hearings on changes to commercial 

health insurance regulations: 

o A proposal making changes to prompt payment reporting would require submission of the 

following: 

 Total number of reported late-paid claims and the dollar value corresponding to those 

claims for each time frame (i.e., claims paid late between 1 and 45 days, claims paid 

late between 46 and 90 days, and claims paid late 91 days or greater).  

 List of penalty and interest payments with claim numbers.  

 Number of complaints received regarding failure to pay a clean claim timely 

 New reporting would begin with May 15, 2021, report for the months of January-March 

2021. 

 Rule hearing set for Feb. 2 at 2:30 p.m. Register here. 

o Following the adoption of Senate Bill 1852 last session and an informal draft in July, TDI 

issued a formal proposal to amend the consumer choice disclosure rules. 

 It adds additional disclosures but, unlike the informal draft, does not require a signature 

for renewal of a consumer choice plan (unless it is a different consumer choice plan, 

including in a discontinuance and replacement scenario). 

 TDI has also proposed a revised Form CCP1 (consumer choice plan disclosure 

statement) and Form CCP2 (Certification to TDI). 

 Rule Hearing on Feb. 9 at 2:30 p.m. Link here to register. 

 House Speaker Dade Phelan’s office notified members that Dr. David Lakey, an infectious 

diseases expert with the University of Texas System, had “agreed to serve as a resource to the 

Texas House on matters pertaining to COVID-19” and could answer “specific or confidential 

questions” about being exposed to the virus. The news followed a memo from Phelan’s office 

that Rep. Joe Deshotel (D-Beaumont) tested positive for the virus. In addition to Deshotel, 

Reps. Drew Darby (R-San Angelo), Tracy King (D-Uvalde) and Carl Sherman (D-DeSoto) 

announced they tested positive since the Legislature convened. Reps. Darby and King missed 

opening day. 

https://capitol.texas.gov/BillLookup/History.aspx?LegSess=87R&Bill=HB293
https://capitol.texas.gov/BillLookup/History.aspx?LegSess=87R&Bill=HB1145
https://capitol.texas.gov/BillLookup/History.aspx?LegSess=87R&Bill=HB410
https://capitol.texas.gov/BillLookup/History.aspx?LegSess=87R&Bill=HB1189
https://www.tdi.texas.gov/rules/2020/documents/212821.pdf
https://www.tdi.texas.gov/alert/event/2021/02/docket-2826.html
https://capitol.texas.gov/tlodocs/86R/billtext/html/SB01852F.htm
https://www.tdi.texas.gov/rules/documents/cchbpcvrmemo.pdf
https://www.tdi.texas.gov/rules/2020/documents/cchbp.pdf
https://www.tdi.texas.gov/rules/2020/documents/lahr339.pdf
https://www.tdi.texas.gov/rules/2020/documents/lhl610.pdf
https://www.tdi.texas.gov/alert/event/2021/02/docket-2827.html
https://www.utsystem.edu/offices/health-affairs/david-l-lakey-md
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 In a Jan. 21 letter, Lt. Gov. Dan Patrick urged the state's Expert Vaccination Allocation Panel to 

revise the COVID-19 Vaccine Distribution Plan to ensure the state is prioritizing those at 

higher risk, and to give Texans clear ideas of when they can expect to be vaccinated. To fulfil 

these goals, he asks them to consider creating subgroups for prioritization within the 1B list, 

and includes the following recommendations: 

o First, once current vaccination appointments are honored, consider taking two weeks to 

vaccinate those who are 75 and over. 

o Next, vaccinate all teachers and school staff over 65. 

o Then, vaccinate the remaining 65 plus group by breaking them down into smaller 

subgroups that could be based on an odd/even birth year, month, or day. 

 

TIMETABLE 

Important dates related to the 87
th

 legislative session: 

 Jan. 12  87
th

 Legislature convened at noon  

 March 12 Deadline for filing bills and joint resolutions other than local bills 

 May 31 Last day of 87
th

 Regular Session 

 June 20  Last day governor can sign or veto bills passed during regular session 

 

### 

https://www.ltgov.texas.gov/2021/01/21/letter-to-expert-vaccination-allocation-panel/
https://www.dshs.state.tx.us/news/updates/Texas-Vaccine-Plan-10-16-2020-DRAFT-CDC-Submission.pdf

