< ADOPTED

Adopted rules include new rules, amendments to existing rules, and repeals of existing
LE S rules. A rule adopted by a state agency takes effect 20 days after the date on which it is
filed with the Secretary of State unless a later date is required by statute or specified in
the rule (Government Code, §2001.036). If a rule is adopted without change to the text of the proposed rule, then the
Texas Register does not republish the rule text here. If a rule is adopted with change to the text of the proposed rule, then
the final rule text is included here. The final rule text will appear in the Texas Administrative Code on the effective date.

TITLE 7. BANKING AND SECURITIES

PART 5. OFFICE OF CONSUMER
CREDIT COMMISSIONER

CHAPTER 86. RETAIL CREDITORS AND
COMMERCIAL SALES-BASED FINANCING
SUBCHAPTER C. COMMERCIAL
SALES-BASED FINANCING

7 TAC §§86.301 - 86.307, 86.310 - 86.313, 86.320 - 86.322

The Finance Commission of Texas (commission) adopts new
§86.301 (relating to Purpose and Scope), §86.302 (relating
to Definitions), §86.303 (relating of Filing of New Application),
§86.304 (relating to Processing of Registration Application),
§86.305 (relating to Required Notifications), §86.306 (relating to
Registration Term, Renewal, and Expiration), §86.307 (relating
to Fees), §86.310 (relating to Disclosures), §86.311 (relating
to Recordkeeping), §86.312 (relating to Prohibition of Unfair,
Deceptive, and Abusive Acts), §86.313 (relating to Prohibition
of Certain Automatic Debits), §86.320 (relating to Complaints
and Investigations), §86.321 (relating to Enforcement), and
§86.322 (relating to Suspension or Revocation Based on Crim-
inal History) in 7 TAC Chapter 86, concerning Retail Creditors
and Commercial Sales-Based Financing.

The commission adopts new §§86.301 - 86.307 and 86.320 -
86.322, without changes to the proposed text as published in the
March 6, 2026, issue of the Texas Register (51 TexReg 1355).
These rules will not be republished.

The commission adopts new §§86.310 - 86.313 with changes
to the proposed text as published in the March 6, 2026, issue
of the Texas Register (51 TexReg 1355). These rules will be
republished.

Summary of Adopted Rules

In general, the purpose of the adopted rules is to implement re-
quirements for commercial sales-based financing providers and
brokers under Texas Finance Code, Chapter 398, as added by
HB 700 (2025).

Chapter 398 describes requirements for commercial sales-
based financing providers and brokers. The Texas Legislature
created Chapter 398 by enacting HB 700 (2025). HB 700 went
into effect on September 1, 2025, and includes requirements for
registration and disclosures, as well as prohibitions of certain
practices. HB 700 requires the commission to adopt implement-
ing rules by September 1, 2026, and requires providers and
brokers to register with the OCCC by December 31, 2026.

Adopted new §86.301 explains the purpose and scope of the
new rules, which apply to providers and brokers under Chapter
398.

Adopted new §86.302 contains definitions of terms that are used
throughout the rules but are not otherwise defined in Chapter
398: "key individual," "NMLS," "OCCC" and "registrant."

Adopted new §86.303 describes the requirements for filing a
new registration application. Registrants will be required to sub-
mit information through the Nationwide Multistate Licensing Sys-
tem (NMLS). NMLS is an online platform used by state financial
regulatory agencies to manage licenses, including license ap-
plications and renewals. NMLS was created in 2008. The fed-
eral Secure and Fair Enforcement for Mortgage Licensing Act
of 2008 explains that the purposes of NMLS include increasing
uniformity and reducing regulatory burden. SAFE Act, 12 USC
§5101. Each state currently uses NMLS for licensing certain
individuals, and states are increasingly using the system to li-
cense other financial services companies. NMLS is managed by
the Conference of State Bank Supervisors and is subject to on-
going modernization efforts and enhancements. New §86.303
describes the requirement to submit a registration application
through NMLS, the information for a company application, and
amendments for information that changes in a pending applica-
tion. These rules will enable the OCCC to provide a functional
registration system that will minimize regulatory burden, particu-
larly for companies operating in more than one state.

Adopted new §86.304 describes the processing of a registra-
tion application, explaining that an application is complete when
it conforms to rules and published instructions and all fees have
been paid, and that a registration is effective on receipt of a com-
pleted application and required fees.

Adopted new §86.305 describes notifications that registrants are
required to provide to the OCCC. The rule distinguishes between
advance change notices (a term used in NMLS for changes that
a registrant must provide in advance), and other required noti-
fications to be reported within 30 days after the registrant has
knowledge of the change (e.g., civil or regulatory actions, crimi-
nal history, bankruptcy, data breaches).

Adopted new §86.306 describes the term of registration. Reg-
istrations must be renewed annually during a specified renewal
period. After renewal, a registration will have a one-year term.

Adopted new §86.307 describes fees for registration. There will
be a $1,000 fee for the initial registration and annual renewal.
The rule authorizes the OCCC to annually adjust these dollar
amounts based on the Consumer Price Index (CPI), but the rule
also provides that the OCCC may discount or reduce a fee. This
rule will help ensure that the OCCC is able to recover the costs
of regulation.
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Adopted new §86.310 describes disclosure requirements, ex-
plaining that the disclosures required by Texas Finance Code,
§398.051 must be provided before the recipient signs an agree-
ment for commercial sales-based financing, and that all terms in
the disclosure must be accurate. Since the proposal, in response
to official comments, language has been added in §86.310(b) to
clarify that the disclosure must accurately reflect the terms of
the provider's specific offer, and the word "promptly" has been
added in §86.310(c) to specify that the provider must promptly
notify the recipient and provide revised disclosures in the event
of an inaccuracy. New §86.310(c) requires a contract to include
a notice explaining how the recipient may contact the OCCC re-
garding a complaint.

Adopted new §86.311 includes recordkeeping requirements for
providers and brokers. This includes a transaction file with any
written agreement, each disclosure, and an account history, to
be maintained for the later of four years from the date of the
transaction or two years from the date of the final entry. The
rule would also require maintaining third-party agreements and
information related to data security and data breaches. Since
the proposal, in response to an official comment, a change has
been made in §86.311(c) to add the phrase "by the broker," to
specify that a broker must maintain disclosures provided by the
broker to the recipient.

Adopted new §86.312 implements the prohibition on unfair,
deceptive, and abusive acts and practices under Texas Finance
Code, §398.005. The rule describes prohibited acts and prac-
tices, including false, misleading, or inaccurate statements in
advertisements, disclosures, or contracts; failure to perform
contracted-for services; charging fees that were not specifically
disclosed or contracted for; certain waivers of statutory rights;
certain violations of Chapter 398; debiting amounts without
authorization; failure to maintain records; improperly character-
izing a consumer transaction as a "business" or "commercial"
transaction; a device or subterfuge to evade regulatory re-
quirements; and other listed acts and practices. In general,
adopted §86.312 will help ensure that providers and brokers
do not engage in practices that cause substantial injury to
recipients, mislead recipients, interfere with a recipient's ability
to understand the terms of the transaction, or take unreasonable
advantage of the recipient. Since the proposal, in response to
official comments, changes have been made to §86.312(b)(10)
to use the term "debiting" rather than "withdrawing," and to
refer to both an account and a deposit account. Changes have
also been made to §86.312(b)(12) to include instructions to
"a recipient's customer" in a prohibition of certain instructions
to redirect payment amounts, and to add exceptions where
another person has consented to payment being redirected
to the provider or where payment is for debt that has been
validly assigned to the debtor. See Tex. Bus. & Comm. Code
§9.406(a) (describing a notification to the debtor that an amount
due has been assigned). Changes have also been made to
§86.312(b)(13) to add the words "material" and "written" in the
prohibition of violations of intercreditor agreements.

Adopted new §86.313 implements the prohibition of certain au-
tomatic debits under Texas Finance Code, §398.056. The rule
explains that in order to automatically debit a deposit account,
a provider or broker must hold a validly perfected, first-priority
security interest in all accounts receivable of the recipient, and
describes the requirements that govern perfection and priority
under Texas Business & Commerce Code, Chapter 9. The rule's
language aligns with a distinction in the definitions of the terms
"account" and "deposit account" under Texas Business & Com-

merce Code, §9.102. Since the proposal, in response to official
comments, a change has been made in §86.313(b) to state that
a "mechanism for automatically debiting a deposit account" in-
cludes a situation where the recipient provides more than one
prewritten check. This change replaces language in the pro-
posal stating that an "automatic debit" includes this situation.
The change is intended to avoid the implication that the checks
are themselves debits.

Adopted new §86.320 describes the OCCC's authority to take
complaints, the authority to request information and conduct in-
vestigations, and the requirement for a business to allow the
OCCC to investigate transactions and records.

Adopted new §86.321 describes the OCCC's enforcement au-
thority to issue injunctions (which may include restitution), to im-
pose administrative penalties, and to suspend or revoke a reg-
istration. The OCCC generally tries to resolve compliance is-
sues informally without enforcement (e.g., through instructions
resulting from complaints or investigations). When enforcement
is necessary, the OCCC typically follows an approach of esca-
lating sanctions, starting with an injunction to correct violations,
and then progressing to administrative penalties (and ultimately
revocation) if violations are not corrected.

Adopted new §86.322 describes authority for the OCCC to sus-
pend or revoke a registration based on the criminal history of a
registrant or its key individuals. An applicant is required to dis-
close this information to the OCCC under Texas Finance Code,
§398.053(d). The rule implements Texas Occupations Code,
Chapter 53 by describing criminal offenses that relate to the oc-
cupation and explaining the factors that the OCCC considers in
determining whether to suspend or revoke a registration.

Summary of Stakeholder Comments

The OCCC distributed an early precomment draft of proposed
changes to interested stakeholders for review. The OCCC re-
ceived nine informal written precomments from stakeholders.
These included a joint precomment from the representative and
senator who authored and sponsored HB 700, as well as pre-
comments from an association representing the payments in-
dustry, an attorney with a practice dedicated primarily to com-
mercial lending, an association of fintech lenders, an associa-
tion of finance companies providing capital to small and medium-
sized businesses, a group of three factoring businesses that pro-
vide working capital to Texas small businesses, a consumer ad-
vocacy group, an association of small-business lenders and in-
vestors, and a law firm that represents commercial lenders and
sales-based financing providers.

After publishing the proposed rules in the Texas Register, the
commission received seven official comments on the proposal.
One official comment is from Kram Law LLC (a law firm rep-
resenting commercial sales-based financing providers), which
opposes the adoption of proposed §86.313(b). One comment
is from the Revenue Based Financing Coalition (an associ-
ation of commercial sales-based financing providers), which
recommends changes to proposed §86.312 and §86.313. One
comment is from Texas Appleseed, the Responsible Business
Lending Coalition, the Small Business Majority, the Texas
Association of Community Development Corporations, and
Business and Community Lenders, which support the proposed
rules overall but recommend changes to proposed §86.310
and §86.312. One comment is from the Financial Technology
Association (a network of fintech lenders), which recommends
changes to proposed §86.307, §86.310, §86.311, §86.312, and
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§86.313. One comment is from Hudson Cook LLP (a law firm
representing commercial sales-based financing providers and
commercial lenders), which recommends changes to proposed
§86.312 and §86.313. One comment is from the Electronic
Transactions Association (a trade association representing the
payments industry), which recommends changes to proposed
§86.310, §86.311, and §86.312. One comment is from DARE
Capital, Palatine Hill Capital, and Momentum Capital Funding
(factoring companies that provide working capital to small
businesses in Texas), which recommend changes to proposed
§86.312 and §86.313. In addition, at the commission's February
20, 2026, meeting, the commission heard spoken testimony of
a witness from Texas Appleseed and a witness from Hudson
Cook (who was representing the Revenue Based Financing
Coalition). The commission and the OCCC appreciate the
thoughtful input of stakeholders.

Regarding the scope of the rules, a trade association's official
comment recommends that the rules reaffirm Chapter 398's
exclusion for banks, credit unions, and certain other financial
institutions. The commission declines to make this change,
which is unnecessary because this exclusion is already located
in the statute at Texas Finance Code, §398.003, and because
the adopted rule at §86.301(b) acknowledges exemptions under
Chapter 398. Repeating each of the statute's exemptions in the
rule would make the rule unnecessarily lengthy.

Regarding the fee provisions in §86.307, an association's offi-
cial comment makes three recommendations. First, the com-
ment recommends adding language to the rule specifying that
the OCCC will provide advance notice of renewal at least 60 days
before the renewal window opens. The commission declines to
include this language, which is unnecessary because the OCCC
typically includes renewal instructions on its website, and be-
cause the NMLS system provides an extensive renewal period
before expiration (typically two months). Second, the comment
recommends a grace period for inadvertent lapses before late
fees are applied. The commission declines to include this lan-
guage, because the renewal information on the OCCC website
and the extensive renewal period in NMLS will make a grace pe-
riod unnecessary. Third, the comment recommends a percent-
age cap on CPIl-based fee increases. The commission declines
to include this change, because CPI itself provides a limitation
on the amount of fee increases, and because this change would
not achieve the objective of ensuring that the OCCC can recover
the costs of regulating the industry.

Regarding the requirement in §86.310(a) to provide a disclosure
at or before the time the specific offer is made, an association's
official comment recommends that the rule exclude nonbinding
estimated offers from the meaning of "specific offer." The com-
mission believes this change is unnecessary and inappropriate
because the statute at Texas Finance Code, §398.001(9) in-
cludes the following definition, which is sufficiently clear: "Spe-
cific offer' means the specific terms of commercial sales-based
financing. The term includes a price or amount quoted to a re-
cipient by a person providing the financing based on information
obtained from or about the recipient that, if accepted by the re-
cipient, would be binding on the provider, subject to specific re-
quirements in the financing terms."

One official comment of consumer and business advocates rec-
ommends adding a requirement in §86.310(a) to provide the dis-
closure at or before the time of the specific offer or when the
recipient finalizes an application for the transaction, whichever
is earlier. The commission declines to add this language, be-

cause the statute at Texas Finance Code, §398.051(a) specifi-
cally states that the disclosure is required if the provider extends
a specific offer, and does not mention disclosure for an applica-
tion that the recipient finalizes before a specific offer is made.

An official comment of factoring companies recommends requir-
ing a cool-down period after disclosures are provided, so that the
recipient has time to fully evaluate the proposed financing. The
commission declines to add this language. The statute at Texas
Finance Code, §398.052 specifically states that the provider
must obtain the recipient's signature on the disclosure before
finalizing the application, but does not specify any cool-down
period before an application or contract is finalized.

Regarding the requirement in §86.310(c) to provide corrected
disclosures in the event of an inaccuracy, an official comment
of consumer and business advocates expresses concern that a
corrected disclosure under §86.310(c) could enable a provider
to modify a previously signed contract. The comment recom-
mends replacing proposed §86.310(c) with a different provision
stating that the provider must ensure that the disclosure form is
true and accurately reflects the terms of the contract, and that
the terms on the disclosure shall be considered part of the con-
tract. Similarly, in spoken testimony at the commission's Febru-
ary 20, 2026, meeting, a witness expressed concern that the cor-
rected disclosure in §86.310(c) could be a "do over" for providers
that violate disclosure requirements. In response to the offi-
cial comment, since the proposal, language has been added in
§86.310(b) to clarify that the disclosure must accurately reflect
the terms of the provider's specific offer. However, the commis-
sion declines to remove the text of §86.310(c) requiring corrected
disclosures. To clarify, this provision is intended to ensure that
recipients receive accurate information. If a provider violates dis-
closure requirements by providing a disclosure that does not ac-
curately reflect the specific offer, and later provides a corrected
disclosure, this ensures the recipient receives accurate informa-
tion but does not eliminate the fact that the previous violation
occurred. In addition, a corrected disclosure under §86.310(c)
does not authorize a provider to change a previously executed
contract. Rather, the provider must ensure that the disclosure is
consistent with the specific offer reflected in the contract's terms.
The commission also declines to add language stating that the
disclosure is part of the contract, because Chapter 398 distin-
guishes between the disclosure and the contract for commercial
sales-based financing, and seems to contemplate that the recip-
ient can consider the disclosure before deciding to accept the
specific offer and enter a contract.

Also regarding §86.310(c), an association's official comment rec-
ommends specifying a clear timeframe for providing corrected
disclosures (e.g., two business days) and a "materiality threshold
that limits the obligation to inaccuracies that meaningfully affect
the transaction's economic terms, rather than minor clerical er-
rors." In response to this comment, the word "promptly" has been
added in §86.310(c) to specify that the provider must promptly
notify the recipient and provide revised disclosures in the event
of an inaccuracy. The commission declines to specify an exact
timeframe in the rule, because what constitutes a prompt no-
tification could depend on the facts of the transaction and the
parties' course of dealing. The commission declines to adopt a
materiality threshold, because the statute requires providers to
disclose the specific terms as defined in Texas Finance Code,
§398.001 and §398.051, and does not contain any materiality
threshold. The commission and the OCCC strongly encourage
providers to employ procedures that minimize the likelihood of
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any inaccuracies, which would help avoid the need for corrected
disclosures.

Regarding the requirement in §86.310(d) for the provider's con-
tract to include a notice with the OCCC's contact information,
an association's official comment recommends removing this
provision because the requirement "is not present in other state
disclosure regimes and would create an unnecessary diver-
gence from emerging standards." Another association's official
comment also recommends removing this requirement so that
providers can use consistent disclosures in different states. The
commission declines to remove this requirement, because this
requirement is necessary to ensure that recipients are aware
that they can file complaints with the OCCC. If providers wish to
use the same contract for multiple states, they might consider
including the OCCC notice in a state-specific provision for Texas
transactions. Also, §86.310(d) requires the OCCC notice in
the "contract for services," which could be separate from the
disclosure under Texas Finance Code, §398.051. Therefore,
§86.310 does not in itself create a divergence with respect to a
disclosure under Section 398.051.

One official comment of consumer and business advocates rec-
ommends that the rules include a model disclosure form for re-
quired disclosures. Similarly, an association's official comment
recommends that the OCCC adopt a disclosure modeled after
requirements in other states, in order to reduce administrative
burdens and costs for companies operating in multiple states.
The commission declines to include a model disclosure form in
the adopted rules. A model disclosure form does not appear to
be immediately necessary in the current rulemaking, considering
that Chapter 398 contains detailed disclosure provisions and de-
tailed definitions of the information that must be disclosed, and
does not specify that the commission or the OCCC will adopt a
model disclosure. In the future, the OCCC may consider a model
disclosure form, which could be posted as an optional form on
the OCCC website.

An association's official comment asks: "Does a financing dis-
closure that follows the [Connecticut] financing disclosure tem-
plate satisfy the disclosure requirements for Texas?" The Con-
necticut Commercial Sales-Based Financing Disclosure Form is
available in guidance issued by the Connecticut Department of
Banking on August 1, 2024. While the Connecticut form includes
many of the elements required under Section 398.051, the form
also contains specific references to Connecticut law that could
misleadingly suggest to a Texas recipient that Connecticut law
applies. Providers should carefully review their disclosure forms
to ensure that they contain the information required by Section
398.051 and are not misleading.

Regarding recordkeeping requirements for brokers in
§86.311(c), an association's official comment recommends
adding the phrase "by the broker," to specify that a broker must
maintain disclosures provided by the broker to the recipient.
In response to this comment, §86.311(c) has been revised
to include the phrase "by the broker." This change minimizes
the burden on the broker by limiting disclosure recordkeeping
to items that the broker has provided. A provider will remain
responsible for maintaining disclosures that it provides to the
recipient under §86.311(b)(2).

Regarding the requirements to maintain applications, adverse
action notices, advertisements, and solicitations in §86.311(e)
and (f), an association's official comment recommends removing
these subsections. The association states that these require-
ments are "unduly burdensome" and that "[m]ost providers of

online sales-based financing lack the procedures or functionality
necessary to comply with these requirements." The commission
declines to remove subsections (e) and (f) from §86.311. These
provisions are necessary to ensure compliance with Texas Fi-
nance Code, Chapter 398. If a registrant fails to maintain these
records, then it may be impossible to determine whether the reg-
istrant has engaged in unfair, deceptive, or abusive acts in under-
writing, advertising, or solicitation. These are standard records
for regulated financial institutions, including commercial financ-
ing providers, to maintain. See, e.g., Regulation B, 12 C.F.R.
§1002.12(b) (requiring business creditors to maintain credit ap-
plications and adverse action notices).

Regarding the prohibition on unfair, deceptive, or abusive acts
or practices in proposed §86.312, in their joint precomment, the
author and sponsor of HB 700 recommend including prohibi-
tions on certain practices, including failure to conduct an abil-
ity-to-repay analysis taking into account existing or concurrent
advances, failure to provide a cool-down period after an appli-
cation is approved, abusive "stacking" practices (which occur
when a business takes out multiple advances at the same time,
often from different providers, without paying off the original ad-
vance), violations of intercreditor agreements, and taking money
from a deposit account without a first-priority perfected security
interest in the deposit account through a deposit account control
agreement or a legally enforceable court order. The precomment
from a group of factoring businesses also recommends requir-
ing an ability-to-repay analysis (to address abuses in stacking),
prohibiting violations of intercreditor agreements, and a prohibi-
tion on notifying a recipient to redirect payments from a factoring
company to a provider.

In response to these precomments, proposed §86.312 includes
prohibitions on claiming legal rights to take actions that a person
does not have the authority to take, filing a lien on a debtor's
property without a security agreement authenticated by the
debtor, withdrawing amounts from a person's account without
the person's authorization, a provider's violation of an intercred-
itor agreement to which the provider is a party, and instructing
a recipient to redirect payment amounts to the provider, where
the amounts were previously scheduled to be paid to another
person (e.g., a creditor or factor). The issue of stacking is also
partially addressed by the requirement in proposed §86.313
to have a perfected security interest in accounts receivable in
order to take an automatic debit of a deposit account. However,
several of the other recommendations appear to go beyond
the prohibited acts and practices listed in Texas Finance Code,
§398.005, which focus primarily on harm to the recipient of
funds. Some of the issues involving harm to third parties (such
as a business's other creditors) may involve remedies that are
outside the current scope of Chapter 398, such as creditor
remedies under Texas Business & Commerce Code, Chapter 9,
or a cause of action for tortious interference with contract.

Regarding §86.812(b)(4), which provides that failure to make ac-
curate disclosures under the statute and rule is an unfair, decep-
tive, or abusive act or practice, an association's official comment
recommends limiting this provision to failure "by providers," in or-
der to clarify that a broker is not responsible for disclosures of a
provider. The commission declines to make this change. There
could be a fact question of whether a broker failed to make a
required disclosure, such as the OCCC notice in a contract for
brokering services, as required by §86.310(d).

As proposed, §86.312(b)(10) would have prohibited withdraw-
ing amounts from a person's account without the person's
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authorization. Regarding this prohibition, the official comments
of an association and a law firm recommend replacing "with-
drawing" with "debiting," and replacing "account" with "deposit
account,” to be consistent with terminology used in Chapter
398. In response to this comment, changes have been made
in §86.310(b)(10) to use the terms "debiting" and "deposit ac-
count." As adopted, §86.310(b)(10) prohibits debiting amounts
from a person's account or deposit account without the person's
authorization. Texas's Uniform Commercial Code includes a
distinction between an account and a deposit account. See Tex.
Bus. & Comm. Code §9.102(a)(2) (defining the term "account"
and stating that it does not include a deposit account). Given
this distinction, the commission and the OCCC believe that it is
appropriate to prohibit unauthorized debits from both accounts
and deposit accounts.

As proposed, §86.312(b)(12) would have prohibited instructing
a recipient to redirect payment amounts to the provider, where
the amounts were previously scheduled to be paid to another
person. An official comment of factoring companies recom-
mends adding the phrase "or a recipient's customers" to this
provision, so that the prohibition would apply to instructions to a
recipient's customers. In a previous informal comment provided
to the OCCC in November 2025, the factoring companies de-
scribed an abusive practice in which a commercial sales-based
financing provider contacts account debtors on accounts receiv-
able that a factoring company has purchased, and notifies them
that payments should be redirected from the factoring company
to the provider. In response to the official comment, adopted
§86.312(b)(12) includes the phrase "or a recipient's customer.”

Regarding §86.312(b)(12), the official comments of two associa-
tions recommend adding language to specify that the prohibition
does not apply if the other party has consented to the redirection
of payments. In response to these official comments, adopted
§86.312(b)(12) includes the word "unless" and a new subpara-
graph (A) to explain that the prohibition does not apply if the other
person has consented to the payment being redirected to the
provider.

The official comments of an association and a law firm recom-
mend removing §86.312(b)(12) altogether, because they state
that the provision is unclear and could inadvertently prohibit rou-
tine conversations in collections. The commission disagrees
with these comments. Adopted §86.312(b)(12) is necessary to
prevent an abusive practice identified by stakeholders. Also,
§86.312(b)(12) is reasonably clear as adopted. Providers can
comply with adopted §86.312(b)(12) by managing their collec-
tions communications through standardized policies and proce-
dures, as is customary for regulated financial institutions.

As proposed, §86.312(b)(13) would have prohibited a provider's
violation of an intercreditor agreement to which the provider is
a party. The official comments of an association and a law firm
recommend removing §86.312(b)(13) altogether, because they
state that this will discourage providers from entering intercredi-
tor agreements, and because parties already have remedies un-
der contract law. The commission disagrees with this suggestion
and believes that this subsection is necessary to prevent abusive
practices by providers. However, in order to clarify the scope
of this subsection, the words "material" and "written" have been
added to adopted §86.312(b)(13), so that the rule applies to a
provider's material violation of a written intercreditor agreement.

Regarding the prohibition in proposed §86.312(b)(14) on charac-
terizing a consumer transaction as "business" or "commercial,"

one official comment states that "it is imperative to maintain
this language to ensure that consumers do not face adverse
financial outcomes." The official comments of two associations
recommend limiting this prohibition to apply only when the
provider "has knowledge that the advanced funds will be used
for individual, family, or household purposes.”" The commission
declines to make this change. The language in §86.312(b)(14) is
similar to language in the Texas Finance Code's consumer lend-
ing provisions. In describing the applicability of requirements
for regulated consumer loans, Texas Finance Code, §342.005
uses the phrase "extended primarily for personal, family, or
household use." Section 342.005 focuses on the primary use of
the loan and does not mention the lender's knowledge or intent.
In addition, Texas Finance Code, §342.008 prohibits a device,
subterfuge, or pretense to evade Chapter 342's requirements.
Based on these provisions in Chapter 342, the commission and
the OCCC believe that adopted §86.312(b)(14) appropriately
refers to transactions extended primarily for personal, family, or
household use. The adopted rule will help prevent abuses and
consumer harm resulting from a consumer loan regulated under
Chapter 342 being presented as a commercial transaction.
The rule will also be consistent with Chapter 342's provision
prohibiting a device, subterfuge, or pretense to evade consumer
lending requirements.

One official comment recommends adding a new provision in
§86.312(b) that would prohibit "quoting pricing in misleading
ways," including describing percentage rates other than an
annual interest rate or APR, and describing nonannual rates as
"simple interest." The commission declines to add this language
to §86.312(b). These recommendations would require the rules
to prescribe a standard methodology for calculating annual
rates, which would go beyond the already detailed disclosure
requirements of Chapter 398. The recommendations also
appear to go beyond the examples of unfair, deceptive, and
abusive practices listed in Texas Finance Code, §398.005.

An official comment of consumer and business advocates
recommends adding a new provision in §86.312(b) that
would prohibit "misleadingly marketing short-term products
for long-term use." The comment states: "It is common for
high-cost, short-term financing to be marketed and justified as
being for an emergency purpose, when in fact the business
model is to recruit the borrower into an ongoing cycle of re-
newing this financing over and over." The commission declines
to add this language to §86.312(b), because the proposed
language would be too vague. The commission and the OCCC
do not have sufficient information to provide clear guidance
distinguishing between "short-term" and "long-term" products,
or explaining what would constitute marketing a product "for
long-term use."

An official comment of factoring companies recommends adding
language that would identify the following as unfair or abusive
acts or practices: credit card fee splits, lockbox arrangements,
and failure to conduct an ability-to-repay underwriting analysis.
The commission declines to add these provisions to §86.312.
These recommendations appear to go beyond the prohibited
acts and practices listed in Texas Finance Code, §398.005,
which focus primarily on harm to the recipient of funds. Some of
the issues involving harm to third parties (such as a business's
other creditors) may involve remedies that are outside the
current scope of Chapter 398, such as creditor remedies under
Texas Business & Commerce Code, Chapter 9, or a cause of
action for tortious interference with contract.
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The official comment of factoring companies also recommends
adding a provision making the following practice an unfair and
abusive act or practice: "Another unfair and deceptive practice
that we have seen certain MCA companies engage in occurs
when a creditor perfects a first lien security interest on collat-
eral and provides notice in the UCC filing that the debtor has
agreed not to grant future liens on the collateral (i.e. a nega-
tive pledge agreement). MCA companies frequently ignore this
negative pledge notice in the senior creditor's UCC filing and
take a subordinate security interest anyway. This has a nega-
tive impact on the small business as it triggers a default with the
senior creditor." The commission declines to add the provision
suggested by this comment. In this situation, it appears that the
debtor has breached its previous agreement with the first cred-
itor. It is not clear that the commercial sales-based financing
provider is taking unfair or abusive advantage of the debtor in the
manner described by Texas Finance Code, §398.005. This situ-
ation might be better addressed by creditors educating debtors,
to make sure that debtors understand their obligations under ex-
isting credit agreements.

Adopted §86.313 implements the prohibition on certain auto-
matic debits in Texas Finance Code, §398.056. In their joint
precomment, the author and sponsor of HB 700 recommend that
certain additional actions be considered automatic debits for pur-
poses of Section 398.056, including manual debits, debits that
are entered daily, prewritten checks that are deposited on a pe-
riodic basis, credit card split arrangements, mechanisms to re-
mit payment to providers before money is deposited in a bank
account, and use of a third-party vendor to debit an account.
The precomment from a group of factoring companies also rec-
ommends that daily manual debits, prewritten checks, a portal
for daily ACH entries, instructions to redirect funds, and use of
third-party service providers to handle automatic debits should
be considered automatic debits under §86.313. In response to
these precomments, §86.313 includes provisions clarifying that
debits are automatic if they are authorized to occur more than
one time or on a recurring basis, that a mechanism for automati-
cally debiting a deposit account includes prewritten checks, and
that a provider may not direct a third party to complete a debit
that violates §86.313. However, several of the other recommen-
dations appear to go beyond the scope of automatic debits de-
scribed by Texas Finance Code, §398.056, either because they
are manually initiated (rather than automatic) or because they
do not involve a deposit account being debited.

Adopted §86.313(b) explains that debits are automatic if they are
authorized in advance to occur more than one time or on a re-
curring basis. The first sentence of §86.313(b) is consistent with
an interpretation recommended by a law firm in an informal com-
ment. The informal comment supports providing clear guidance
by interpreting the term "automatic" to mean "preauthorized re-
curring debits from a customer's deposit account that occur with-
out further customer action," explaining that this interpretation is
consistent with Texas statutes and case law, as well as federal
law. See Regulation E, 12 C.F.R. §1005.2(k) (defining "preau-
thorized electronic fund transfer" as "an electronic fund transfer
authorized in advance to recur at substantially regular intervals").

The official comments of an association and a law firm recom-
mend striking the second sentence of proposed §86.313(b),
which would have stated that an automatic debit includes a
situation in which a recipient provides more than one prewritten
check in advance. The association and law firm explain that the
term "check" is defined in Texas Business & Commerce Code,
§3.104, and state that including the presentment of checks in the

definition of "automatic debit" could unnecessarily complicate
the rule. At the commission's February 20, 2026, meeting, a
witness acknowledged that there was "no argument with the
policy" but stated that including checks in this definition could
cause confusion. In response to these comments, a change
has been made since the proposal to specify in §86.313(b) that
a mechanism for automatically debiting an account includes
the situation where the recipient provides prewritten checks.
This addresses the comments by removing the implication that
the checks are themselves debits. However, the commission
declines to strike this sentence altogether as suggested by the
comments. The commission and OCCC believe that it is appro-
priate to maintain the adopted version of the sentence, because
the checks ultimately result in debits to a deposit account.
See "Bank debit," Merriam-Webster.com Dictionary (accessed
June 8, 2026) (defining "bank debit" as "the charge against
a bank-deposit account resulting from the drawing of checks
or from cash withdrawals"). Also, this sentence minimizes
the likelihood that a provider will circumvent the prohibition in
§86.313 and Texas Finance Code, §398.056 by obtaining a
series of prewritten checks from the recipient.

A law firm's official comment recommends striking the entire text
of §86.313(b) and replacing it with the following: "For purposes
of this section, a debit to a deposit account is automatic if it is
initiated through a preprogrammed, self-executing, or recurring
mechanism that transmits debit instructions without individual-
ized human initiation at the time each debit is transmitted. A debit
is not automatic solely because the recipient provided advance
authorization for multiple future debits, provided that each debit
is separately initiated by an individual human action at the time
of transmission." According to the firm, the commission's pro-
posed version of §86.313(b) is inconsistent with the plain mean-
ing of the terms "automatic" and "mechanism," because the pro-
posal mentions advance authorization rather than focusing on
the process for completing the debit. The firm cites Texas case
law, stating: "In Woods MFI, LLC v. PlainsCapital Bank, the
court treated 'automatic debit' and manual payment processing
as categorically different, consistent with the plain-meaning un-
derstanding that 'automatic' refers to the method of execution
rather than the existence of a prior authorization. See Woods
MFI, LLC v. PlainsCapital Bank, No. 14-15-00655-CV, 2016
WL 6465872, at *4 (Tex. App.--Houston [14th Dist.] Nov. 1,
2016)." The firm argues that the second sentence of §86.313(b),
dealing with prewritten checks, does not involve an automatic
debit, because the process of presenting and honoring checks
involves intervention by humans, including the person present-
ing the check to the bank and the bank honoring the check. The
firm also notes that "check" and "automatic bank draft" are listed
as two items in Texas Penal Code, §1.07(46-a), which includes
defines a "sight order" as "a written or electronic instruction to
pay money that is authorized by the person giving the instruction
and that is payable on demand or at a definite time by the person
being instructed to pay," and explains that "[t]he term includes a
check, an electronic debit, or an automatic bank draft." For these
reasons, the firm argues that the meaning of "automatic debit"
should be limited to situations without individual human initiation
at the time of debit, and that the sentence on prewritten checks
should be removed.

The OCCC and commission disagree with this law firm's com-
ment, and believe that the adopted version of §86.313(b) is con-
sistent with the plain meaning of Texas Finance Code, §398.056,
and the objectives of the statute and rule.
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First, adopted §86.313(b) is consistent with the plain mean-
ings of the terms "automatic" and "mechanism." According
to Merriam-Webster, the definition of "automatic" includes
"largely or wholly involuntary," "acting or done spontaneously
or unconsciously," "done or produced as if by machine," and
"having a self-acting or self-regulating mechanism." "Auto-
matic," Merriam-Webster.com Dictionary (accessed June 8,
2026). Preauthorized recurring debits are consistent with this
definition. From the recipient's point of view, the preauthorized
debits will likely occur with a self-regulating character as if by
machine, and without further voluntary action by the recipient.
A "mechanism" includes "a process, technique, or system
for achieving a result." "Mechanism," Merriam-Webster.com
Dictionary (accessed June 8, 2026). Adopted §86.313(b) is
consistent with this definition, because a preauthorization for
recurring debits is a process, technique, or system for achieving
the result of debiting an account.

Second, adopted §86.313(b) is consistent with how the term "au-
tomatic" is used in Texas law. For example, the Texas Supreme
Court used the phrase "automatic billing" to refer to an insur-
ance product for which a customer would be billed at the end of
a free period if the customer did not cancel. See Stonebridge
Life Ins. Co. v. Pitts, 236 S.W.3d 201, 203-206 (Tex. 2007).
The Supreme Court did not explicitly limit its use of the term
"automatic" to situations without any human action at the time
of billing. The law firm cites Woods MFI, LLC v. PlainsCapital
Bank for the proposition that "automatic' refers to the method
of execution rather than the existence of a prior authorization,"
but this proposition is not part of the Woods MFI court's analy-
sis. In Woods MFI, a borrower alleged that a lender's assignee
breached an automatic-debit agreement by failing to debit a par-
ticular account. Woods MFI, LLC v. PlainsCapital Bank, No.
14-15-00655-CV, p. 7 (Tex. App.--Houston [14th Dist.] Nov. 1,
2016, pet. denied) (mem op.). The court of appeals found that
the text of the loan agreement did not obligate the assignee to
perform automatic debits. /d. at pp. 11-12. However, the court
found that there was a fact question on whether a separate auto-
matic-debit agreement was created, based on witness testimony
of a separate agreement and the fact that the assignee debited
the first two monthly payments from the relevant account after
taking over the loan. I/d. at pp. 18-19. Contrary to the firm's
interpretation, the court did not analyze any distinction between
a "prior authorization" and a "method of execution," and did not
suggest that the term "automatic” is limited to non-human-initi-
ated debits. In general, the court in Woods MFI seems to use
the term "automatic" to refer to debits that recur regularly under
an agreement, consistent with adopted §86.313(b). The use of
"automatic" in §86.313(b) is also consistent with the definition of
"sight order" in Texas Penal Code, §1.07(46-a), under which a
sight order is "a written or electronic instruction to pay money"
and "includes a check, an electronic debit, or an automatic bank
draft." This section of the Penal Code suggests that the term "au-
tomatic" can apply to preauthorized instructions to pay money,
consistent with §86.313(b). Contrary to the firm's interpretation,
this definition does not state that the term "automatic" is limited
to non-human-initiated debits. To the extent that the Penal Code
might be read to distinguish between a "check" and a "debit," the
commission has addressed this issue in the second sentence of
adopted §86.313(b), as discussed earlier in this preamble.

Third, the firm's proposal would enable providers to circumvent
§86.313 and Texas Finance Code, §398.056. Under the firm's
proposal, if an individual human (such as an employee of the
commercial sales-based financing provider) takes some action

at the time of each debit, then the debit is not automatic. If
adopted, this proposal would enable providers to circumvent the
prohibition on certain automatic debits by having an individual
employee take an action at the time of the debit. This proposal
would fail to meet the objectives of §86.313 and Texas Finance
Code, §398.056 and would fail to prevent abusive uses of auto-
matic debits.

In its official comment, the firm requests a concise statement
under Texas Government Code, §2001.030, of the principal rea-
sons for and against adoption of §86.313(b). To summarize,
the principal reasons for adoption of §86.313(b) are: (1) the
rule provides clear guidance that is necessary to implement the
prohibition of certain automatic debits in Texas Finance Code,
§398.056; (2) the rule's reference to authorized recurring deb-
its is consistent with the plain meaning of Texas Finance Code,
§398.056, including the terms "automatic" and "mechanism"; (3)
the rule is consistent with the use of the term "automatic” in Texas
law; and (4) the rule would prevent methods of circumventing the
prohibition in Texas Finance Code, §398.056, including abusive
uses of automatic debits. The principal reason against adoption
of §86.313(b), according to the firm, is that the rule is supposedly
inconsistent with the plain meaning and legal usage of the term
"automatic," and that the rule should be limited to debits that are
not initiated by any human action at the time of the debit. As dis-
cussed earlier in this preamble, the commission disagrees with
the firm's proposal because the rule is consistent with the plain
meaning and legal usage of the relevant terms, and because the
firm's proposal would enable providers to circumvent the prohi-
bition in Texas Finance Code, §398.056.

The firm's official comment also asks the following question:
"whether § 398.056 prohibits a single, non-recurring debit that is
manually initiated by a human at the time of payment, when that
debit is made under a broader standing authorization covering
future payments." The comment states: "To avoid uncertainty
for providers and recipients, the final rule or its accompanying
preamble should expressly confirm that a single, manually
initiated debit falls outside § 398.056's prohibition even when
made under a broader standing authorization." The commission
and the OCCC disagree with this suggestion and decline to
add language on this issue in the rule. In order to comply with
§86.313 and Texas Finance Code, §398.056, a provider should
ensure that it has the appropriate security interest before obtain-
ing an authorization for recurring debits. If a provider obtains an
authorization to automatically debit a deposit account and does
not have the required security interest, then this is a violation of
§86.313 and Texas Finance Code, §398.056. It is not necessary
for the rule to specify whether a violation would also occur at
the time of a later, manually initiated debit, because the provider
would already be in violation.

Seven precomments express general support for the proposed
text of §86.313(c), under which a provider or broker must hold a
validly perfected, first-priority security interest in all accounts re-
ceivable of the recipient in order to automatically debit a deposit
account. Several precomments note that this interpretation
aligns with a distinction in the definitions of the terms "account"
and "deposit account" under Texas Business & Commerce
Code, §9.102.

Regarding §86.313(c), an association's official comment recom-
mends limiting the scope of the rule to the specific stream of
receivables for the covered transaction. The commission de-
clines to limit §86.313(c) in this way, because this would enable
a provider to circumvent the intended scope of the prohibition
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on automatic debits (e.g., by designating a new stream of re-
ceivables at the time of the transaction and obtaining a first-lien
security interest in that stream).

Adopted §86.313(d) explains that Texas Business & Commerce
Code, Chapter 9 governs perfection and priority of a security
interest in accounts receivable, and that generally, a UCC-1
financing statement must be filed to perfect a security interest,
as provided by Texas Business & Commerce Code, §9.310(a).
The official comment of factoring companies recommends
adding the phrase "in the State of Texas" to the second sentence
of §86.313(d), so that the sentence would state that generally,
a UCC-1 financing statement must be filed in the State of
Texas to perfect a security interest. The commenters state that
this is necessary to address an abuse where a provider files
a UCC-1 in New York on a Texas-based small business and
takes the position that this allows it to establish an automatic
debit provision with respect to the recipient's deposit account.
The commission declines to make the change suggested by
the comment. Texas Business & Commerce Code, Chapter 9
includes several provisions on which jurisdiction's law governs
perfection. A determination of which law governs perfection
could be affected by several factors, including the location
of the debtor, the organizational structure of the debtor, the
location of the collateral, and the type of collateral. See Tex.
Bus. & Comm. Code, §9.301, §9.305, §9.307. Under Chapter
9, whether a provider has filed in the correct jurisdiction would
depend on the facts of the transaction. Adding the phrase "in
the State of Texas" to the second sentence of §86.313(d) would
not definitively resolve this complex issue.

Adopted §86.313(e) explains that a provider or broker may not
accept payment of a debit in violation of §86.313 and may not
direct a third party to complete a debit that violates §86.313. An
official comment of consumer and business advocates supports
this subsection, stating: "If the language in 7 TAC §86.313(e) is
removed, a third party could bypass the bill's regulatory intent
and fulfill disqualifying automatic debits on behalf of the com-
mercial sales-based financing provider." The official comments
of an association and a law firm recommend striking §86.313(e),
because the subsection lacks an element of scienter (i.e., a
mental state) and because §86.312(b)(15) already prohibits
subterfuge to evade regulatory requirements. The commission
disagrees with these comments and has maintained §86.313(e)
in this adoption. It is not necessary for the rule to specify a
mental state for the provider. To comply with §86.313 and Texas
Finance Code, §398.056, whether or not a third party is involved,
the provider should be aware of the relevant facts: whether the
provider has established a mechanism for automatically debiting
the recipient's deposit account, and whether the provider has
the required security interest. This language is appropriate to
maintain in §86.313 to ensure that providers do not circumvent
the prohibition in Texas Finance Code, §398.056.

Regarding the administrative penalty provisions in §86.321, two
precomments recommend aligning the rule with Texas Finance
Code, §398.101, which describes a penalty of $10,000 for
each violation. In response to these precomments, adopted
§86.321(c) explains that there is a maximum administrative
penalty of $10,000 per violation.

An official comment of consumer and business advocates rec-
ommends that Texas adopt the Responsible Business Lending
Coalition's Small Business Borrowers' Bill of Rights. In general,
this bill of rights appears to be a set of legislative proposals that
goes beyond the current requirements of Texas Finance Code,

Chapter 398. The commission and OCCC interpret this com-
ment as a proposal for future legislative changes, rather than a
specific set of recommendations for revising the proposed rules.

Statutory Authority and Affected Provisions

The new rules are adopted under Texas Finance Code,
§398.005, which authorizes the commission to adopt rules
applicable to commercial sales-based financing providers and
brokers, and under Section 2(b) of HB 700 (2025), which
authorizes rules regarding registration fees and the form of reg-
istration. The rule provisions related to fees in §86.307 are also
adopted under Texas Finance Code, §16.003, which authorizes
the OCCC to set the amounts of fees as necessary for carrying
out its functions. The provisions relating to suspension or re-
vocation based on criminal history in §86.322 are also adopted
under Texas Occupations Code, §53.025, which authorizes
state licensing agencies to issue guidelines describing criminal
offenses related to a particular occupation.

The statutory provisions affected by the adoption are contained
in Texas Finance Code, Chapter 398.

$86.310. Disclosures.

(a) Timing. A provider must provide a recipient with any dis-
closures required by Texas Finance Code, §398.051, in writing at or
before the time the provider extends a specific offer to the recipient.

(b) Accuracy. All terms and dollar amounts disclosed under
Texas Finance Code, §398.051, must accurately reflect the terms of the
provider's specific offer to the recipient.

(c) Revised disclosures in case of inaccuracy. At any time after
providing required disclosures under Texas Finance Code, §398.051, if
the provider learns that any information on the disclosures was inaccu-
rate or did not correctly reflect the terms of the transaction at closing,
then the provider must promptly notify the recipient of the inaccuracy
and must promptly provide revised, accurate disclosures to the recipi-
ent.

(d) OCCC notice. A contract for services under Texas Finance
Code, Chapter 398 must contain the following statement as a separate
section or otherwise conspicuously set out from surrounding written
material: "The Office of Consumer Credit Commissioner (OCCC) is a
state agency that enforces certain laws that apply to this contract. If a
complaint cannot be resolved by contacting the provider, a commercial
sales-based financing recipient can contact the OCCC to file a com-
plaint. OCCC address: 2601 N. Lamar Blvd., Austin, Texas 78705.
Phone: (800) 538-1579. Website: occc.texas.gov."

§86.311.  Recordkeeping.

(a) Generally. A provider or broker must maintain records
for each transaction entered or brokered under Texas Finance Code,
Chapter 398, and must make those records available for investigation.
Records may be maintained using an electronic system, a paper or man-
ual system, or a combination of these types of systems, unless other-
wise specified by statute or rule.

(b) Provider's transaction file. A provider must maintain a
transaction file for each recipient of a transaction under Texas Finance
Code, Chapter 398. The transaction file must include the following:

(1) acomplete copy of the written agreement between the
provider and the recipient;

(2) each disclosure made to the recipient, including disclo-
sures under Texas Finance Code, §398.051;

(3) each additional document, addendum, or authorization
signed by the recipient;
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(4) any documentation showing attachment, perfection, or
release of a lien;

(5) anaccount history showing the application of each pay-
ment made by the recipient; and

(6) any written documentation of collection, repossession,
foreclosure, or litigation against the recipient.

(c) Broker's transaction file. A broker must maintain a trans-
action file for each recipient of brokering services under Texas Finance
Code, Chapter 398. The transaction file must include any disclosures
provided by the broker to the recipient and any agreement that the bro-
ker entered with the recipient.

(d) Time to maintain transaction file. A registrant must main-
tain the transaction file under subsection (b) or (c) of this section until
the later of:

(1) four years from the date of the transaction; or
(2) two years from the date of the final entry on the account.

(e) Application and adverse action records. If a prospective
recipient applies for commercial sales-based financing and does not
enter a commercial sales-based financing transaction, then a registrant
must maintain the application and any written adverse action notice for
one year from the date of the application, or one year from the date of
the adverse action notice, whichever is later.

(f) Advertising and solicitation. A registrant must maintain
each advertisement or solicitation for one year from the date of the
advertisement or solicitation.

(g) Third-party agreements. A registrant must maintain any
written agreements with third parties that relate to services under
Texas Finance Code, Chapter 398, including any agreement between
a provider and a broker, until one year after the date the agreement
terminates.

(h) Data security policies and procedures. A registrant must
maintain policies and procedures to maintain the security of customer
information and protect information from unauthorized access.

(i) Data breach notifications. A registrant must maintain the
following for data breach notifications:

(1) the text of any data breach notification provided to re-
cipients, including any notification under Texas Business & Commerce
Code, §521.053, for a period of four years from the date of the notifi-
cation; and

(2) any data breach notification provided to a government
agency, including any notification provided to the Office of the Attor-
ney General under Texas Business & Commerce Code, §521.053, for
a period of four years from the date of the notification.

$§86.312.  Prohibition of Unfair, Deceptive, and Abusive Acts.

(a) Generally. A provider or broker may not engage in an un-
lawful, unfair, deceptive, or abusive act or practice related to a trans-
action under Texas Finance Code, Chapter 398.

(b) Acts and practices identified. The following are unlawful,
unfair, deceptive, or abusive acts or practices:

(1) false, misleading, or inaccurate statements in advertise-
ments, solicitations, disclosures, contracts, or communications with the
recipient or other parties, including:

(A) inaccurate descriptions of contracted-for services;

(B) claiming a legal right to take an action that the per-
son does not have the authority to take; and

(C) a statement that there is no personal guarantee, if
this is inaccurate;

(2) failure to perform contracted-for services;

(3) charging fees or other amounts that were not specifi-
cally disclosed and contracted for;

(4) failure to make accurate disclosures under Texas Fi-
nance Code, Chapter 398 and this subchapter;

(5) aconfession of judgment in violation of Texas Finance
Code, §398.055;

(6) an automatic debit in violation of Texas Finance Code,
§398.056 and this subchapter;

(7) a waiver of a recipient's statutory rights under Texas
Finance Code, Chapter 398;

(8) filing a lien on a debtor's property without first obtain-
ing a security agreement authenticated by the debtor under Texas Busi-
ness & Commerce Code, §9.203;

(9) foreclosure of collateral without complying with appli-
cable requirements (e.g., Texas Business & Commerce Code, Chapter
9

(10) debiting amounts from a person's account or deposit
account without the person's authorization;

(11) failure to maintain records required by this subchapter;

(12) instructing a recipient or a recipient's customer to redi-
rect payment amounts to the provider, where the amounts were previ-
ously scheduled to be paid to another person (e.g., a creditor or factor),
unless:

(A) the other person has consented to payment being
redirected to the provider; or

(B) the payment is for debt that has been validly as-
signed to the provider.

(13) aprovider's material violation of a written intercredi-
tor agreement, if the provider is a party to the agreement;

(14) improperly characterizing a transaction as a "busi-
ness" or "commercial" transaction when the advanced funds are
extended primarily for individual, family, or household use; and

(15) adevice or subterfuge to evade statutory or regulatory
requirements.

§86.313.  Prohibition of Certain Automatic Debits.

(a) Generally. As provided by Texas Finance Code, §398.056,
a provider or broker may not establish a mechanism for automatically
debiting a recipient's deposit account unless the provider or broker
holds a validly perfected security interest in the recipient's account un-
der Chapter 9, Business & Commerce Code, with a first priority against
the claims of all other persons.

(b) Automatic debit. For purposes of this section, debits are
automatic if they are authorized in advance to occur more than one
time or on a recurring basis. A mechanism for automatically debiting a
deposit account includes a situation in which a recipient provides more
than one prewritten check to a provider in advance for payments under
a commercial sales-based financing transaction.

(c) Security interest in accounts receivable. For purposes
of this section, in order to automatically debit a deposit account, a
provider or broker must hold a validly perfected, first-priority security
interest in all accounts receivable of the recipient.
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(d) Perfection and priority of security interest. Texas Business
& Commerce Code, Chapter 9 governs perfection and priority of a se-
curity interest in accounts receivable. Generally, a UCC-1 financing
statement must be filed in order to perfect a security interest, as pro-
vided by Texas Business & Commerce Code, §9.310(a). Priority is
generally determined by the time of filing or perfection, as provided by
Texas Business & Commerce Code, §9.322(a)(1).

(e) Violation by third party. A provider or broker may not ac-
cept payment of a debit in violation of this section and may not direct
a third party to complete a debit that violates this section.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 19, 2026.

TRD-202602507

Matthew Nance

General Counsel

Office of Consumer Credit Commissioner

Effective date: July 9, 2026

Proposal publication date: March 6, 2026

For further information, please call: (512) 936-7660
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TITLE 13. CULTURAL RESOURCES
PART 8. TEXAS FILM COMMISSION

CHAPTER 121. TEXAS MOVING IMAGE
INDUSTRY INCENTIVE PROGRAM
13 TAC §§121.1 - 121.10, 121.14

The Office of the Governor ("OOG") adopts amendments to 13
Texas Administrative Code §121.1, concerning Background and
Purpose, §121.2, concerning Definitions, §121.3, concerning
Eligible Projects, §121.4, concerning Ineligible Projects, §121.5,
concerning Eligible and Ineligible In-State Spending, §121.6,
concerning Grant Awards, §121.7, concerning Additional
Grant Awards, §121.8, concerning Grant Application, §121.9,
concerning Processing and Review of Applications, §121.10,
concerning Disqualification of an Application, and §121.14,
concerning Revocation and Recapture of Incentives.

The amendments to §§121.1, 121.2, 1214, 121.6, 121.9,
121.10, and 121.14 are adopted without changes to the pro-
posed text as published in the February 13, 2026, issue of
the Texas Register (51 TexReg 793). These rules will not be
republished.

The amendments to §§121.3, 121.5, 121.7 and 121.8 are
adopted with changes to the proposed text as published in the
February 13, 2026, issue of the Texas Register (51 TexReg
793). These rules will be republished.

The OOG also adopts the repeal of §121.13, concerning Texas
Heritage Project, elsewhere in this issue.

REASONED JUSTIFICATION

The Texas Moving Image Industry Incentive Program ("TMIIIP")
was implemented to increase employment opportunities for
Texas industry professionals, encourage tourism to the state,
and boost economic activity in Texas cities and the overall Texas
economy. The 89th Legislature passed Senate Bill 22, which

created the Texas Moving Image Industry Incentive Fund ap-
propriating to TMIIIP $300M each biennium until 2035. The new
legislation also changed the residency threshold requirement for
crew, actors, and extras from this state from 55% to 35% for the
period of September 1, 2025, through August 31, 2027, to be
increased by 5% each subsequent biennium until reaching 50%
beginning on September 1, 2031. In addition, content require-
ments and additional grant awards were created for projects
accepted into the program. The adopted amendments to §121.3
align the rule with section 485.023, Texas Government Code, as
modified by the 89th Legislature. This rulemaking incorporates
most of the changes made by Senate Bill 22, clarifies existing
language, and makes other non-substantive updates for style
and grammar.

The adopted amendments to §121.1 make non-substantive up-
dates to style and grammar.

The adopted amendments to §121.2 add definitions related to
changes made by Senate Bill 22, and modifies other definitions
to better align them with the purpose of the program and to ac-
count for changes in the industry. The amendments also update
outdated language and make non-substantive updates to style
and grammar.

The adopted amendments to §121.3 clarify language related to
activities that are eligible for TMIIIP grants and require applicants
to follow all requirements and best practices set forth in the Texas
Film Commission Program Guidelines. The amendments further
update outdated language and make non-substantive updates
to style and grammar. This adoption also removes additional
grammatical errors present in the proposed rulemaking.

The adopted amendments to §121.4 make clarifying changes,
align language with the OOG's current procedures, and insert
non-substantive updates to style and grammar.

The adopted amendments to §121.5 clarify the lists of eligible
and ineligible in-state expenditures under the program. The
adopted amendments also make non-substantive updates to
style and grammar. The adopted amendments also clarify that
payroll company service fees are generally ineligible unless the
payroll company that generates the service fee is a Texas-based
company and correct additional grammatical errors present in
the proposed rulemaking.

The adopted amendments to §121.6 revise the potential grant
amounts and corresponding budget tiers for all eligible projects in
accordance with changes made by Senate Bill 22. The adopted
amendments also make non-substantive updates to style and
grammar.

The adopted amendments to §121.7 add new grant categories
to the existing options for Applicants to receive one or more addi-
tional grants, to the extent the total grant amounts do not exceed
31% of the total in-state spending. The additional options relate
to: (1) the Rural Filming Grant; (2) the Texas Historic Site Grant;
and (3) the Workforce Development Grant. Consistent with sec-
tion 485.025 of the Texas Government Code, as amended by
Senate Bill 22, the rules establish that an Applicant may qual-
ify for multiple options, but may not receive additional grants in
amounts that exceed 31% of the total in-state expenditures for
the project. Senate Bill 22 also created the Texas Heritage Grant
and Faith-Based Moving Image Project Grant; those additional
incentives will be addressed in a future rulemaking by the OOG.
The adopted amendments also make non-substantive updates
to style and grammar.
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The adopted amendments to §121.8 make non-substantive up-
dates to style and grammar.

The adopted amendments to §121.9 remove unnecessary, re-
dundant language and make other non-substantive updates to
style and grammar.

The adopted amendments to §121.10 make non-substantive up-
dates to style and grammar.

The adopted amendments to §121.14 make non-substantive up-
dates to style and grammar.

SUMMARY OF COMMENTS

The public comment period for the proposed amendments
opened on February 13, 2026, and closed on March 15, 2026.
The OOG received comments from two film non-profits and a
trade association. The film non-profits supported the rulemaking
and the trade association did not express whether it supported
the rulemaking or not. The comments are summarized below.

Comment: One commenter for a film non-profit strongly sup-
ports the changes made under Senate Bill 22 and the leadership
the OOG has exhibited in supporting the future of filmmaking in
Texas.

Response: The OOG appreciates the commenter's support and
encourages the commenter to submit its suggestions for statu-
tory changes to the Texas Legislature for its consideration in a
future legislative session.

Comment: A commenter representing a film non-profit ex-
pressed support for the OOG's proposed changes.

Response: The OOG appreciates the commenter's support.

Comment: The trade association's comments noted the pro-
posed rule §121.3 provided for "60% of actual locations used and
paid for" as a basis for eligibility, as long as minimum spending
requirements are satisfied. The commenter indicated the rule
text was not clear whether that "60%" requirement could be met
by ensuring at least six out of ten shooting locations were in the
State.

Response: Each project is unique and circumstances may vary,
but, generally, an applicant may be eligible for a grant if it fulfills
all other eligibility requirements and locates at least six out of
every ten filming locations in Texas, not including basecamps.
However, a grantee may only be eligible under this option with
authorization from the OOG. The OOG has determined the rule
text is sufficiently clear and will not make changes in response
to this comment.

Comment: The trade association recommended that the OOG
modify the text of §121.5 as proposed to distill the varying
standards for eligible in-state spending to a single standard
that permits an expense to be eligible so long as the supply
originates from a business, including a sole proprietor that has a
physical location in Texas that is not a P.O. Box. Specifically, the
commenter suggests that, under § 121.5(a)(4), payroll company
service fees should be eligible using the same definition--a com-
pany operating a "physical business location in Texas"--rather
than a "Texas-based payroll company." The commenter sug-
gests a change to that provision would ensure consistency with
§121.5(b)(12), as proposed to be amended, which provides
that "[p]layroll company or workers' compensation company
service fees paid to a company that does not operate a physical
business location in Texas" are not eligible expenses.

Response: Under §121.1(b), the purposes of TMIIIP are to in-
crease employment opportunities for Texas industry profession-
als, encourage tourism to the state, and boost economic activity
in Texas cities and the overall Texas economy. With this pur-
pose in mind, the OOG proposed each of the qualifications at is-
sue based on its extensive experience administering TMIIIP and
the nature of businesses within the industries relevant to the re-
spective expenditure categories. However, the OOG agrees that
consistency regarding the contact a payroll company must have
with Texas before its service fees are eligible for reimbursement
would benefit stakeholders and the public. Accordingly, the OOG
has updated §121.5(b)(12) to clarify that service fees charged
by non-Texas-based payroll companies are generally not eligi-
ble expenditures.

Comment: The trade association recommended that, instead of
solely evidencing the appropriate disposition of a capital asset,
the OOG offer an option in §121.5(a)(12) that includes as part
of the incentive calculation the cost of acquisition reduced in ac-
cordance with the asset's use in-state over the depreciable life
of the asset.

Response: The commenter's suggestion creates a new cate-
gory of eligible cost, and its inclusion would require a substan-
tive change to the rules as proposed. Accordingly, the OOG de-
clines to modify § 121.5(a)(12) in response to this commenter's
suggestion but may address additional eligible cost categories
in a future rulemaking.

Comment: The trade association suggested increasing the
threshold above which an item is considered a capital asset
from $1,000 to $10,000.

Response: Industry practice is that single items of equipment
or other purchases of $1000 or more are still generally consid-
ered capital assets. Accordingly, to align with industry practice,
the OOG declines to make any changes in response to the com-
menter's suggestions.

Comment: The trade association suggests that, under §121.7,
applicants should be provided with the option to combine two or
more additional grant awards to earn a 2.5% uplift. Specifically,
the commenter suggests modifying the rule to allow an applicant
to receive a 2.5% uplift if it partially, but not completely, satisfies
the requirements of at least two additional grants offered under
§121.7.

Response: Although several of the additional grant award cate-
gories authorized by statute provide for administration through
administrative rule adopted by the OOG, each additional award
carries statutorily prescribed minimum qualifications.  The
statute enabling additional grant award uplifts does not autho-
rize the OOG to provide additional grant awards for only partial
compliance with statutory minimums. The OOG appreciates
the commenter's suggestion, but is prohibited from making the
recommended change.

Comment: In relation to proposed §121.9, the trade association
notes that some state programs provide applicants assurances
that, while the agency reviews a grant, the potential grant funds
are tentatively set aside for the applicant until the initial applica-
tion process is completed. The commenter respectfully recom-
mends that the OOG include a provision that specifies that, when
the OOG deems an application complete, the OOG will send a
letter or other form of notification to the applicant conveying an
initial conditional approval as of a specified date.

ADOPTED RULES July 3, 2026 51 TexReg 4373



Response: The OOG currently sends grant conditional award
letters, and continues to refine its processes to ensure expe-
ditious transmission of those letters. Because this practice is
already established in its administrative practices, the OOG de-
clines to make the change suggested by the commenter.

Comment: The trade association suggested that §121.14 be
modified to establish that the OOG would only recapture or claw
back funds paid as an incentive to a grantee if occur if the OOG
determines that the grantee materially misrepresented facts or
made a fraudulent statement or statements.

Response: The Texas Constitution requires the OOG implement
proper controls for all grants to ensure the purposes of each
grant the OOG provides are achieved, including the ability to re-
coup funds the OOG determines were used for ineligible pur-
poses. Accordingly, the OOG may not make changes in re-
sponse to the commenter's recommendation because the sug-
gested reasons for recapture do not encompass all reasons the
OOG may need to claw back funds.

STATUTORY AUTHORITY

The amendments are adopted under Section 485.022 of
the Texas Government Code, which requires the Texas Film
Commission to develop procedures for the administration and
calculation of grant awards under TMIIIP. The amendments are
also adopted in accordance with Senate Bill 22, which took
effect on September 1, 2025.

CROSS REFERENCE TO STATUTE

Chapter 485 of Texas Government Code. No other statutes, ar-
ticles, or codes are affected by the adopted amendments.

§121.3. Eligible Projects.

(a) A project may be eligible for a grant under the Texas Mov-
ing Image Industry Incentive Program if it meets the stated minimum
requirements listed in subsections (b) - (h) of this section, is appropri-
ate in content, and represents a potential economic impact in Texas,
as assessed in §121.9(c)(3) of this chapter (related to Processing and
Review of Applications), that is sufficient to justify acceptance in the
program.

(b) Feature Films.

(1) Feature Film Applicants must expend a minimum of
$250,000 in in-state spending.

(2) Feature Film Applicants must demonstrate at least 60%
of a project is filmed in Texas. The Applicant must fulfill this require-
ment by either:

(A) completing at least 60% of Filming Days in Texas;
or

(B) if the Texas Film Commission (Commission) pro-
vides prior written approval:

(i) completing at least 60% of the total project Man
Hours in Texas; or

(ii) locating in Texas at least 60% of the actual loca-
tions used and paid for, not including basecamps.

(3) Except as provided in paragraph (4) of this subsection,
a Feature Film Applicant must demonstrate it has met the required res-
idency percentage specified in Section 485.023(2), Texas Government
Code. The required percentages of the Crew paid by the Applicant and
of the Cast, including extras, paid by the Applicant must be verified
Texas Residents, unless the Commission certifies in writing that a suf-
ficient number of qualified Crew and Cast, including extras, are not

available; and the Applicant has made every effort to meet the require-
ments and follow best practices prescribed by the Texas Film Com-
mission Program Guidelines to obtain Crew and Cast who are Texas
Residents.

(4) For animated or documentary Feature Films, a Feature
Film Applicant must demonstrate it has met the required residency per-
centage specified in Section 485.023(2), Texas Government Code. The
percentage of the combined total of Crew and Cast, including extras,
paid by the Applicant must be verified Texas Residents unless it the
Commission certifies in writing, that qualified Crew and Cast are not
available; and the Applicant has made every effort to meet the require-
ments and follow best practices prescribed by the Texas Film Com-
mission Program Guidelines to obtain Crew and Cast who are Texas
Residents.

(c) Television Programs.

(1) Television Program Applicants must expend a mini-
mum of $250,000 in in-state spending.

(2) 60% of the project must be filmed in Texas. This must
be fulfilled by completing at least 60% of the Filming Days in Texas,
or, if permitted by the Commission in its sole discretion:

(A) completing at least 60% of the total Man Hours in
Texas; or

(B) locating in Texas at least 60% of the actual locations
used and paid for, not including basecamps.

(3) Except as provided in paragraph (4) of this subsection,
the percentage of the Crew paid by the Applicant and percentage of the
Cast, including extras, paid by the Applicant must be Texas Residents,
unless it is determined and certified by the Commission in writing that
a sufficient number of qualified Crew and Cast, including extras, are
not available and every effort has been made by the production to meet
the requirements and best practices as prescribed by the Texas Film
Commission Program Guidelines. Applicants must demonstrate they
meet residency requirements as outlined in subsection (b)(3) of this
section.

(4) For animated or documentary Television Programs, ap-
plicants must demonstrate they meet the residency requirements as out-
lined in subsection (b)(3) of this section. The percentage combined to-
tal of Crew and Cast paid by the Applicant, including extras, must be
Texas Residents, unless it is determined and certified by the Commis-
sion in writing that qualified Crew and Cast are not available, and every
effort has been made by the production to meet the requirements and
best practices as prescribed by the Texas Film Commission Program
Guidelines.

(d) Reality Television Projects.

(1) Reality Television Project Applicants must expend a
minimum of $250,000 in in-state spending.

(2) 60% of the project must be filmed in Texas. This must
be fulfilled by completing at least 60% of the Filming Days in Texas,
or, if permitted by the Commission in its sole discretion:

(A) completing at least 60% of the total Man Hours in
Texas; or

(B) locating in Texas at least 60% of the actual locations
used and paid for, not including basecamps.

(3) Applicants must demonstrate that they meet the resi-
dency requirements outlined in subsection (b)(3) of this section. The
percentage of the combined total of Crew and Cast, including extras,
paid by the Applicant, must be Texas Residents, unless it is determined
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and certified by the Commission, in writing, that a sufficient number of
qualified Crew and Cast, including extras, are not available and every
effort has been made by the production to meet the requirements and
best practices as prescribed by the Texas Film Commission Program
Guidelines.

(e) Commercials.

(1) Commercial Applicants must expend a minimum of
$100,000 in in-state spending.

(2) 60% of the project must be filmed in Texas. This must
be fulfilled by completing at least 60% of the Filming Days in Texas,
or, if permitted by the Commission in its sole discretion:

(A) completing at least 60% of the total Man Hours in
Texas; or

(B) locating in Texas at least 60% of the actual locations
used and paid for, not including basecamps.

(3) Applicants must demonstrate the residency require-
ments as outlined in subsection (b)(3) of this section. The percentage
of the combined total of Crew and Cast, including extras, paid by
the Applicant must be Texas Residents, unless it is determined and
certified by the Commission in writing that a sufficient number of
qualified Crew and Cast, including extras, are not available and every
effort has been made by the production to meet the requirements and
best practices as prescribed by the Texas Film Commission Program
Guidelines.

(f) Digital Interactive Media Productions.

(1) Digital Interactive Media Production Applicants must
expend a minimum of $100,000 in in-state spending.

(2) 60% of the project must be filmed in Texas. This must
be fulfilled by completing at least 60% of the Filming Days in Texas,
or, if permitted by the Commission in its sole discretion:

(A) completing at least 60% of the total Man Hours in
Texas; or

(B) locating in Texas at least 60% of the actual locations
used and paid for, not including basecamps.

(3) Applicants must demonstrate they meet the residency
requirements as outlined in subsection (b)(3) of this section. The per-
centage of the combined total of Crew and Cast, including extras, paid
by the Applicant must be Texas Residents, unless it is determined and
certified by the Commission in writing that qualified Crew and Cast are
not available and every effort has been made by the production to meet
the requirements and best practices as prescribed by the Texas Film
Commission Program Guidelines.

(g) Educational or Instructional Videos.

(1) Educational or Instructional Video Applicants must ex-
pend a minimum of $100,000 in in-state spending.

(2) 60% of the project must be filmed in Texas. This must
be fulfilled by completing at least 60% of the Filming Days in Texas,
or, if permitted by the Commission in its sole discretion:

(A) completing at least 60% of the total Man Hours in
Texas; or

(B) locating in Texas at least 60% of the actual locations
used and paid for, not including basecamps.

(3) Applicants must demonstrate that they meet the resi-
dency requirements as outlined in subsection (b)(3) of this section. The
percentage of the combined total of Crew and Cast, including extras,

paid by the Applicant, must be Texas Residents, unless it is determined
and certified by the Commission in writing that qualified Crew and Cast
are not available and every effort has been made by the production to
meet the requirements and best practices as prescribed by the Texas
Film Commission Program Guidelines.

(h) Visual Effects Projects.

(1) Visual Effect Project for a Feature Film or Television
Program:

(A) Applicants must expend a minimum of $250,000 in
in-state spending.

(B) 60% of the project must be filmed in Texas. This
must be fulfilled by completing at least 60% of the Filming Days in
Texas, or, if permitted by the Commission in its sole discretion:

(i) completing at least 60% of the total Man Hours
in Texas; or

(ii) locating in Texas at least 60% of the actual loca-
tions used and paid for, not including basecamps.

(C) The Applicant must demonstrate they have met the
residency requirements outlined in subsection (b)(3) of this section.
The percentage of the Crew paid by the Applicant and percentage of the
Cast, including extras, paid by the Applicant must be Texas Residents,
unless it is determined and certified by the Commission in writing that
a sufficient number of qualified Crew and Cast, including extras, are
not available and every effort has been made by the production to meet
the requirements and best practices as prescribed by the Texas Film
Commission Program Guidelines.

(2) Visual Effect Project for an Educational or Instruction
Video or Commercial:

(A) Applicants must expend a minimum of $100,000 in
in-state spending.

(B) 60% of the project must be filmed in Texas. This
must be fulfilled by completing at least 60% of the Filming Days in
Texas, or, if permitted by the Commission in its sole discretion:

(i) completing at least 60% of the total Man Hours
in Texas; or

(ii) locating in Texas at least 60% of the actual loca-
tions used and paid for, not including basecamps.

(C) The Applicant must demonstrate that they have met
the residency requirements outlined in subsection (b)(3) of this section.
The percentage of the combined total of Crew and Cast, including ex-
tras, paid by the Applicant must be Texas Residents, unless it is de-
termined and certified by the Commission in writing that a sufficient
number of qualified Crew and Cast, including extras, are not available
and every effort has been made by the production to meet the require-
ments and best practices as prescribed by the Texas Film Commission
Program Guidelines.

§121.5. Eligible and Ineligible In-State Spending.
(a) The following are eligible expenditures:

(1) Wages paid to Texas Residents for work performed in
Texas, including additional compensation paid as part of a contractual
or collective bargaining agreement.

(2) Additional compensation or reimbursements paid to
Texas Residents, including, but not limited to:

(A) mileage or car allowance;

(B) housing allowance; and
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(C) box or kit rentals for use of personal equipment.

(3) Workers compensation insurance premiums for Texas
Residents, but only if the premiums are paid to a company operating a
physical business location in Texas.

(4) Payroll company service fees for Texas Residents, but
only if paid to a Texas-based payroll company that processes payroll
within Texas.

(5) Payments made to Texas Domiciled Entities, sole pro-
prietorships, or individuals for goods and services used in Texas that
are directly attributable to the Physical Production of the project. In the
case of Digital Interactive Media Productions, Visual Effects Projects,
and animated projects, the amount attributable to Pre-Production and
research and development costs shall be limited to an amount not to
exceed 30% of the project's overall in-state spending.

(6) Payments for shipping on shipments originating in
Texas.

(7) Airtravel to and from Texas on a Texas-based airline or
on a Texas-based air charter service, provided that an itemized receipt
showing an itinerary and passenger name from the airline is provided
confirming payment.

(8) Rentals of vehicles registered and licensed in the State
of Texas or rented from a Texas Domiciled Entity or sole proprietor-
ship, including, but not limited to, national rental car companies op-
erating one or more physical business locations at verifiable Texas ad-
dresses that are not P.O. Boxes.

(9) Fees paid to Texas Residents to compose, orchestrate,
and perform music that is specifically created for the project.

(10) Legal fees directly attributable to the Physical Produc-
tion of the project that are paid to Texas-based lawyers or law firms.

(11) Internet purchases, but only if purchased from an en-
tity or sole proprietorship or a retailer with a physical store or outlet in
Texas. Items purchased must be shipped directly to Texas.

(12) Capital expenditures for purchases from a business or
sole proprietorship physically located in Texas that are:

(A) less than $1,000 for an individual item; or

(B) equal to or greater than $1,000 for an individual
item purchased that is not exhausted during the course of Production,
so long as such item is sold or appropriately disposed of at the end of
Production and evidence of such sale or disposition is furnished to the
Texas Film Commission (Commission). Evidence of sale or disposi-
tion must show that only the difference between the purchase price and
the sale price is submitted as an eligible expenditure and a copy of the
check or receipt for the sale must be included as back up with the orig-
inal purchase documentation.

(13) Location fees, if an executed location agreement by
and between the Applicant and the location owner or owner's repre-
sentative is provided to the Commission with the Applicant's Expended
Budget.

(b) The following are ineligible expenditures:

(1) Payments made to entities, to include a sole propri-
etorship or individual, not having a physical location in Texas, and to
non-Texas Residents.

(2) Payments made for goods and services not used in
Texas.

(3) Payments made for goods and services that are not di-
rectly attributable to the Physical Production of the project.

(4) Payments made by Digital Interactive Media Produc-
tions, Visual Effects Projects, and animated projects for Pre-Production
costs that exceed 30% of the project's overall in-state spending.

(5) Expenses related to distribution, publicity, marketing,
or promotion of the project, including, but not limited to, promotional
stills.

(6) Payments, other than properly allowable location fees,
for facilities and automobiles that are part of a permanent/continuous
business operation including, but not limited to, rental, lease or mort-
gage payments, utilities, software, and insurance.

(7) Wages paid to non-Texas Residents, including ad-
ditional compensation paid as part of a contractual or collective
bargaining agreement.

(8) Payments made to a company, entity, association, or
person that acts as an agent or broker for companies, entities, associa-
tions, or persons outside of Texas to provide goods, services, or labor
for the purpose of utilizing the Texas Moving Image Industry Incentive
Program to their benefit (also known as "pass-through" entities).

(9) Fees for story rights, music rights, or clearance rights
and licensing fees.

(10) Additional compensation or reimbursements paid to
non-Texas Residents, including, but not limited to:

(A) mileage or car allowance;
(B) housing allowance; and
(C) box or kit rentals for use of personal equipment.

(11) Workers' compensation insurance payments for non-
Texas Residents.

(12) Payroll company services fees paid to a company that
is not based in Texas, or workers' compensation company service fees
paid to a company that does not operate a physical business location in
Texas.

(13) Payments for shipments originating outside of Texas.

(14) Payments for mobile and landline telephone service if
the service address is not in Texas.

(15) Payments for alcoholic beverages, cigarettes, and to-
bacco products.

(16) Payments to adult-oriented businesses or for adult-ori-
ented material.

(17) Payments for entertainment, including, but not limited
to, parties, event tickets, movies, hotel mini-bar items, meals unrelated
to the Physical Production of the project, and personal gifts.

(18) Payments for tips and gratuities.

(19) Capital expenditures for an individual item over
$1,000 which item is not exhausted during the course of Production,
unless purchased in Texas, the item is sold at the end of the Production
and evidence of such sale is furnished to the Commission. The
documentation provided to the Commission must show that only the
difference between the purchase price and the sale price is submitted
as an eligible expenditure and a copy of the check or receipt for
the sale should be included as back up with the original purchase
documentation.

(20) Payments to any business that sells alcohol or tobacco
products reflected on receipts which are not itemized, even if the sub-
mitted item itself is otherwise eligible.
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(21) Any "talent handling fees," "overage fees," and "pro-
duction fees" for a Commercial where the Applicant is a Production
Company rather than the client or advertisement agency, other than
the following items which must have been budgeted on the original,
awarded bid to be eligible expenditures: the Applicant's insurance fees
from the actual column of the actual Association of Independent Com-
mercial Producers (AICP) budget (if it does not exceed the original,
awarded bid and if a Texas-based insurance company or broker is used);
editorial or Postproduction fees from the actual column of the AICP
budget (if such fees do not exceed the Postproduction fees on the orig-
inal, awarded bid); and any bona fide internal billing items which do
not exceed the usual and customary cost of the goods or services, such
as when Production Company employees work directly on the produc-
tion using equipment and/or studio space owned by the Applicant that
is "rented" to the production in lieu of using an outside vendor.

(22) Any payments made other than by the Applicant, in-
cluding, but not limited to, payments made on behalf of the Applicant
by a third party, unless a production services agreement or similar doc-
umentation is provided to show sufficient proof, as determined by the
Commission in its sole discretion, of the relationship between the Ap-
plicant and the third party.

(¢) The Commission has the sole and exclusive authority to
determine which expenses are eligible or ineligible.

§121.7. Additional Grant Awards.

An applicant may be eligible for one or more additional grants. The
total grant amount a project may receive will be equal to an amount no
greater than 31% of total in-state spending by meeting one or more of
the following:

(1) Rural Filming Grant--Projects that complete at least
35% of total Filming Days or Man Hours in a county in this state with
a population of 300,000 or less may receive an additional 2.5% of total
in-state spending.

(2) Texas Veterans Grant--Projects demonstrating that 5%
ofthe combined total of paid Crew and paid Cast, including extras, who
are paid by the Applicant are Texas Resident Veterans may receive an
additional 2.5% of total in-state spending.

(A) For purposes of this section, a Veteran is a person
who served in and has been honorably discharged from the United
States Army, Navy, Marine Corps, Air Force, or Coast Guard; the Na-
tional or Air National Guard of the United States; the Texas Army Na-
tional Guard; the Texas Air National Guard; a Reserve component of
any of the aforementioned military organizations; or any other military
service that the Texas Film Commission (Commission) determines to
be allowable.

(B) The Applicant shall submit sufficient information
confirming the Veteran's status, including military-issued discharge
documentation and other information requested by the Commission to
support a determination that the person qualifies as a Veteran.

(3) Texas Historic Site Grant--Projects utilizing historic
sites in this state as filming locations for 5% or more of total production
days may receive an additional 2.5% of total in-state spending. To
qualify for a grant under this section, filming locations must:

(A) be used for filming and not basecamps; and

(B) have either a Historic Designation from the Texas
Historical Commission or be listed on the National Historic Places Reg-
ister as administered by the Texas Historical Commission in conjunc-
tion with the National Parks Service.

(4) Workforce Development Grant--Projects partnering
with a Texas Institution of Higher Education to provide moving image

industry workforce development opportunities during the produc-
tion of the project may receive an additional 2.5% of total in-state
spending. To qualify for a grant under this section, a project must
satisfy workforce development training criteria as determined by the
Commission.

(5) Postproduction Grant--Projects expending 25% of the
total eligible in-state spending on eligible expenditures during Post-
production, including labor, vendors, and music costs. Costs associ-
ated with utilizing Texas music may receive an additional 1% of total
in-state spending.

$§121.8.  Grant Application.
(a) Initial Submission.

(1) A Qualifying Application includes:

(A) A completed Qualifying Application form for the
Texas Moving Image Industry Incentive Program;

(B) An itemized budget detailing only estimated Texas
expenditures; and

(C) A Content Document:

(i) for Feature Films, Television Programs (except
Episodic Television Series) and Visual Effects Projects for Feature
Films and Television Programs: the full script;

(ii)  for Episodic Television Series: the full script of
the first episode in the series to be filmed in Texas and, if requested,
full scripts for subsequent episodes to be filmed in Texas;

(iii)  for Commercials, Educational or Instructional
Videos, and Visual Effects Projects for Commercials or Educational or
Instructional Videos: the scripts, storyboards, or detailed outlines/sum-
maries of content;

(iv) for Digital Interactive Media Productions: a
summary of game content providing sufficient detail concerning the
platform, themes, settings, story, characters, and events; or

(v) for Reality Television Projects: a detailed treat-
ment or outline of program content.

(2) Application forms for each type of project are available
by request to the Commission via telephone, Internet, or other means
if additional special needs facilitation is required.

(3) Applications shall not be accepted earlier than 180 cal-
endar days prior to a project's Principal Start Date.

(4) Applications must be received no later than 5:00 p.m.
Central Time on the fifth Business Day prior to the Principal Start Date.

(5) Only one application by a single Applicant is allowed
for a project.

(6) Within 5 Business Days of the Principal Start Date in-
dicated on the Qualifying Application form, an Applicant for a Feature
Film, Television Program, Reality Television Project, Digital Interac-
tive Media Production, Visual Effects Project or Educational or Instruc-
tional Video must confirm with the Texas Film Commission (Commis-
sion) in writing, to include e-mail, that the production began on time. If
the start of the project is delayed for more than 30 days, an application
may be disqualified, and the Applicant may be required to reapply. If
an Applicant fails to confirm that the production began on time within
such 5 Business Day period, the Commission may, at its sole election
but with no obligation to do so, disqualify the application.

(b) The Office of the Governor, as a state agency, must comply
with the Texas Public Information Act (the "Act"). In the event that a
public information request related to the Applicant and/or the applica-

ADOPTED RULES

July 3, 2026 51 TexReg 4377



tion is submitted to the agency, the Office of the Governor shall notify
the Applicant within a reasonable amount of time using the Applicant's
most current contact information provided to the Commission.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 22, 2026.

TRD-202602549

Stephanie Whallon

Director, Texas Film Commission

Texas Film Commission

Effective date: July 12, 2026

Proposal publication date: February 13, 2026

For further information, please call: (512) 463-9200

¢ ¢ ¢
13 TAC §121.13

The Office of the Governor ("OOG") adopts the repeal of 13
TAC §121.13, concerning Texas Heritage Project. The repeal
is adopted without changes to the proposed text as published in
the February 13, 2026 issue of the Texas Register (51 TexReg
805) and will not be republished. The OOG identified the neces-
sity of the adopted repeal while reviewing the rule in response
to the passage of Senate Bill 22 (89-R), which significantly mod-
ified provisions of the Texas Moving Image Industry Incentive
Program ("TMIIIP") statutes.

REASONED JUSTIFICATION

TMIIIP was implemented to increase employment opportunities
for Texas industry professionals, encourage tourism to the state,
and boost economic activity in Texas cities and the overall Texas
economy. The 89th Legislature passed Senate Bill 22, which
among other actions, significantly modified the Texas Heritage
Grant. In a future rulemaking, the OOG will propose a new rule
regarding the Texas Heritage Grant, as well as another incentive
created by Senate Bill 22, the Texas Faith-Based Moving Image
Project grant.

SUMMARY OF COMMENTS AND RESPONSES:

The public comment period on the proposal began February 13,
2026, and ended at 5:00 p.m. on March 15, 2026. No public
comments were received.

STATUTORY AUTHORITY.

The repeal is adopted under Section 485.022 of the Texas Gov-
ernment Code, which requires the Texas Film Commission to de-
velop procedures for the administration and calculation of grant
awards under TMIIIP. The repeal is also adopted in accordance
with Senate Bill 22, which took effect on September 1, 2025.

CROSS REFERENCE TO STATUTE

No other statutes, articles, or codes are affected by the adopted
repeal.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 22, 2026.
TRD-202602550

Stephanie Whallon

Director, Texas Film Commission

Texas Film Commission

Effective date: July 12, 2026

Proposal publication date: February 13, 2026

For further information, please call: (512) 463-9200

¢ L4 ¢
TITLE 22. EXAMINING BOARDS

PART 10. TEXAS FUNERAL SERVICE
COMMISSION

CHAPTER 203. LICENSING AND
ENFORCEMENT--SPECIFIC SUBSTANTIVE
RULES

SUBCHAPTER C. ENFORCEMENT

22 TAC §203.36

The Texas Funeral Service Commission (Commission) adopts
new §203.36 of Title 22, Part 10, Chapter 203 of the Texas
Administrative Code (TAC), titled Inspection of Solid Waste
Disposal and Sanitation Facilities. The adopted rule estab-
lishes procedures, as required by Texas Occupations Code
§651.158(b), for the inspection of a funeral establishment's
solid waste disposal and sanitation facilities when those fa-
cilities have not been inspected by the Texas Department of
State Health Services (DSHS). The new section is adopted as
published in the May 15, 2026, issue of the Texas Register (51
TexReg 3301) without changes to the proposed text and will not
be republished.

EXPLANATION OF AND JUSTIFICATION FOR THE RULE

The adopted rule under 22 TAC, Chapter 203, implements Texas
Occupations Code §651.158, Inspection of Certain Facilities.

Section 651.158(a) authorizes the Commission to require a fu-
neral establishment that has solid waste disposal and sanitation
facilities that have not been inspected by the Texas Department
of Health to be inspected by Commission inspectors. (The Texas
Department of Health was abolished and its functions transferred
to DSHS under House Bill 2292, 78th Legislature, Regular Ses-
sion, 2003, effective September 1, 2004; references in §651.158
to the Texas Department of Health should be read as references
to DSHS.) Section 651.158(b) requires the Commission, by rule,
to establish procedures for any inspection required under that
section. This rule satisfies that statutory directive.

Specifically, §203.36 authorizes a funeral establishment whose
solid waste disposal and sanitation facilities have not been in-
spected by DSHS to be inspected for compliance with the stan-
dards specified by DSHS by Commission inspectors.

The adopted rule does not establish new substantive sanitation
standards; rather, it creates a procedural pathway for demon-
strating compliance with existing DSHS-equivalent standards
in circumstances in which DSHS has not itself performed an
inspection. The adopted rule preserves the Commission's
authority to require additional or independent inspection under
§651.158 or other applicable law.

PUBLIC COMMENTS AND INFORMATION RELATED TO THE
COST, BENEFIT, OR EFFECT OF THE PROPOSED RULES
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The Texas Funeral Service Commission requested public com-
ments on the proposed rule and information related to the cost,
benefit, or effect of the proposed rule, including any applicable
data, research, or analysis. No comments were received.

STATUTORY AUTHORITY

The rule is adopted under Texas Occupations Code §651.152,
which authorizes the Commission to adopt rules necessary to
administer and enforce Chapter 651 of the Occupations Code.

The rule is also adopted pursuant to the authority set out in
Texas Occupations Code §651.158(b), which requires the Com-
mission, by rule, to establish procedures for an inspection of a
funeral establishment's solid waste disposal and sanitation facil-
ities required under §651.158(a) when those facilities have not
been inspected by the Texas Department of Health (now the
Texas Department of State Health Services).

Cross Reference. The new section implements Texas Occupa-
tions Code §651.158.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 22, 2026.

TRD-202602542

Maria Haynes

Interim Executive Director

Texas Funeral Service Commission

Effective date: July 12, 2026

Proposal publication date: May 15, 2026

For further information, please call: (512) 936-2488

¢ ¢ ¢

CHAPTER 206. ANATOMICAL FACILITIES,
NON-TRANSPLANT ANATOMICAL
DONATION ORGANIZATIONS, AND WILLED
BODY PROGRAMS

22 TAC §206.9

The Texas Funeral Service Commission (Commission) adopts a
new rule in Texas Administrative Code (TAC), Title 22, Part 10,
Chapter 206, Anatomical Facilities, Non-Transplant Anatomical
Donation Organizations, and Willed Body Programs, §206.9, re-
garding the implementation of a donor acknowledgement form
to be used by an adult of sound mind in Texas who is donating
his or her body by will or other instrument to willed body pro-
grams and non-transplant anatomical donation organizations to
be used for the advancement of medical or forensic science. The
new section is adopted as published in the May 15, 2026, issue
of the Texas Register (51 TexReg 3302) without changes to the
proposed text and will not be republished.

EXPLANATION OF AND JUSTIFICATION FOR THE RULE

The adopted rule under 22 TAC, Chapter 206, implements Texas
Health and Safety Code Section 691.028, Donation of Body by
Written Instrument.

The Texas Legislature amended Texas Health and Safety Code
Section 691.028 to include a donor acknowledgment form as part
of the informed consent requirements in order to make effec-
tive an adult's donation of his or her whole body to a university

willed body program or a non-transplant anatomical donation or-
ganization to be used for the advancement of medical or foren-
sic science. Section 691.028(b)(2) sets forth the elements that
must be in the donor acknowledgment, and Section 691.028(b-1)
requires the Commission, by rule, to design and adopt a form
that complies with Section 691.028(b) that willed body programs
and non-transplant anatomical donation organizations must use.
This rule satisfies this statutory directive.

Specifically, the new §206.9 adopts the Commission prescribed
Donor Acknowledgement Form that must be used by willed body
programs and NADOs in order to use the decedent donor's body
or body parts for the advancement of medical or forensic science
if the decedent donated his or her body in a willed or written in-
strument. The adopted rule further requires the elements that
the donor acknowledgement form must include that are appli-
cable to the particular willed body program and non-transplant
anatomical donation organization.

PUBLIC COMMENTS AND INFORMATION RELATED TO THE
COST, BENEFIT, OR EFFECT OF THE PROPOSED RULE

The Texas Funeral Service Commission requested public com-
ments on the proposed rule and information related to the cost,
benefit, or effect of the proposed rule, including any applicable
data, research, or analysis. No comments were received.

STATUTORY AUTHORITY

The adopted rule is adopted under Texas Health and Safety
Code §691.022(c), which authorizes the Texas Funeral Service
Commission to adopt rules, establish procedures, and prescribe
forms necessary to administer and enforce Texas Health and
Safety Code Chapter 691.

The adopted rule is also adopted pursuant to the authority set out
in Texas Health and Safety Code §691.028(b-1) which mandates
the Commission "by rule" to "design and adopt a form" that com-
plies with the statutory requirements in Texas Health and Safety
Code §691.028(b)(2) and (b-1) regarding the donor acknowledg-
ment form content and design that willed body programs and
non-transplant anatomical donation organizations must use be-
fore an adult donor may give informed consent for his or her
whole body donation to be used for the advancement of med-
ical or forensic science under Texas Health and Safety Code
§691.028.

Cross Reference. The new section implements Texas Health
and Safety Code, §691.028(b)(2) and (b-1), as amended by Sen-
ate Bill 2040, 88th Texas Legislature, Regular Session, 2023.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 22, 2026.

TRD-202602541

Maria Haynes

Interim Executive Director

Texas Funeral Service Commission

Effective date: July 12, 2026

Proposal publication date: May 15, 2026

For further information, please call: (512) 936-2488

¢ ¢ ¢
22 TAC §206.31, §206.33
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The Texas Funeral Service Commission (Commission) adopts
new rules in Texas Administrative Code (TAC), Title 22, Part 10,
in new Chapter 206, Non-Transplant Anatomical Donations: In-
spections, §206.31 and §206.33, regarding the inspection pro-
cedures for individuals and entities applying for authorization or
registration or currently authorized or registered to receive, use,
distribute or transport non-transplant whole body donations for
the advancement of medical and forensic science. The new sec-
tions are adopted as published in the April 24, 2026, issue of the
Texas Register (51 TexReg 2582) without changes to the pro-
posed text and will not be republished.

These sections establish the regulatory framework governing
inspections conducted by the Commission for entities involved
with non-transplant anatomical specimens. They outline when
inspections are required, including initial authorization, re-
newals, ownership changes, and routine compliance reviews,
as well as the Commission's authority to perform unannounced
inspections. The rules further define the responsibilities of
inspected entities, including cooperation, access to records and
personnel, and participation in entrance and exit conferences.
They also detail the process for addressing deficiencies through
formal notification and submission of a Plan of Correction,
ensuring ongoing compliance with applicable statutes and
regulations.

EXPLANATION OF AND JUSTIFICATION FOR THE RULES

The adopted rules under 22 TAC, Chapter 206, implement Texas
Health and Safety Code §§ 691.012(a)(2)-(3), 691.022(b)-(c),
and 691.034 which authorizes the Commission by rule to ad-
minister its duties to regulate the receipt, use, transport, and dis-
tribution of decedent non-transplant whole human body or body
part donations for medical or forensic science.

Each adopted rule described below is in regard to the receipt,
use, transport and distribution of non-transplant donations of
whole human bodies or body parts for advancing medical or
forensic science for purposes allowed under Texas Health and
Safety Code chapter 691, unless stated otherwise.

SECTION-BY-SECTION SUMMARY

New 22 TAC §206.31 requires the Commission to conduct an
inspection of an individual or entity applying for initial authoriza-
tion or registration to operate in Texas, undergoing an ownership
change, relocating to a new facility or undergoing major reno-
vations to pass the onsite inspection prior to receiving approval
from the Commission. The Commission will conduct onsite in-
spections, which may be unannounced, of authorized entities
once every three years, unless the entity is expressly exempted
by statute. The inspections may be conducted at reasonable
times, including when a lab or event using human bodies or body
parts is occurring. Unannounced inspections may also occur to
inspect, investigate or evaluate an entity's compliance with or
to prevent a violation of the law; a Plan of Correction; order by
the Commissioners, executive director or executive director's de-
signee; court order for injunctive relief; or other regulatory pur-
pose. The adopted rule establishes the scenarios in which the
commission's inspections are for evaluating the individual's or
entity's compliance.

The adopted rule further requires the individual or entity being
inspected to cooperate with the Commission, including allowing
entry to grounds and records, opportunity to interview and re-
quest a written statement from certain individuals, make copies
of requested records, and if necessary, opportunity to remove

records. The Commission must make reasonable effort to re-
turn any removed records in a timely manner. If the inspection
purpose is to ensure compliance, the Commission must give the
individual or entity opportunity to submit relevant information.
Any records considered confidential or proprietary subject to the
inspection will be maintained as consistent with applicable law,
and released in accordance with statute.

The Commission will hold an entrance and exit conference to
discuss the inspection nature, scope, time frame, findings, and
possible deficiencies or violations. If deficiencies or violations
are found, the individual or entity will be given an opportunity to
provide information to show compliance. A report will be sent
to the individual or entity seven days after the exit conference
ended.

New 22 TAC §206.33 establishes procedures for a Plan of Cor-
rection should the Commission find deficiencies when inspecting
an individual or entity. The plan must be sent to the individual/en-
tity within 15 business days after the exit conference by physical
or electronic mail. The recipient has 15 calendar days to respond
to each cited deficiencies, propose timeframes for compliance
and provide evidence of compliance. The Commission may or
may not accept the recipient's Plan of Correction. If it does not
accept, the recipient is given an additional 15 business days to
submit a modified Plan of Correction. Even with a Plan of Correc-
tion, at any time, the Commission may take enforcement action
against the individual or entity.

PUBLIC COMMENTS AND INFORMATION RELATED TO THE
COST, BENEFIT, OR EFFECT OF THE PROPOSED RULES

The Texas Funeral Service Commission requested public com-
ments on the proposed rules and information related to the cost,
benefit, or effect of the proposed rules, including any applicable
data, research, or analysis. No comments were received.

STATUTORY AUTHORITY: The amendments were adopted
pursuant to Texas Health and Safety Code §691.022(b)-(c),
which gives the Commission authority to adopt rules necessary
to administer and enforce the receipt, use, distribution, and
transport of a decedent's non-transplant whole body or body
part donation and other activities under Texas Health and Safety
Code chapter 691.

Statutes affected by the adopted rules are Texas Health and
Safety Code §§ 691.022, 691.031, 691.033, and 691.034.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 22, 2026.

TRD-202602544

Maria Haynes

Interim Executive Director

Texas Funeral Service Commission

Effective date: July 12, 2026

Proposal publication date: April 24, 2026

For further information, please call: (512) 936-2488

¢ L4 ¢
TITLE 30. ENVIRONMENTAL QUALITY

PART 1. TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY
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CHAPTER 293. WATER DISTRICTS
SUBCHAPTER C. SPECIAL REQUIREMENTS
FOR GROUNDWATER CONSERVATION
DISTRICTS

30 TAC §293.23

The Texas Commission on Environmental Quality (TCEQ,
agency, or commission) adopts amendments to 30 Texas Ad-
ministrative Code (TAC) §293.23.

Amended §293.23 is adopted without changes to the proposed
text as published in the January 30, 2026, issue of the Texas
Register (51 TexReg 521) and, therefore, will not be republished.

Background and Summary of the Factual Basis for the Adopted
Rules

The purpose of this rule adoption is to implement the provisions
of House Bill (HB) 2080, passed during the 89th Legislature's
Regular Session in 2025. This bill provides additional informa-
tion and requirements regarding TCEQ's process for reviewing
a petition for inquiry filed by an affected person pertaining to the
actions of a groundwater conservation district (GCD).

HB 2080 amended Texas Water Code (TWC) §36.3011(d) and
added §36.3011 (d-1), (d-2), (d-3), (e-1), (e-2), (e-3), and (e-4).
Specifically, amended TWC §36.3011(d) requires the recording
secretary of a review panel to be an employee of the commis-
sion. TWC §36.3011(d-1) clarifies that the review panel is an ad-
visory board and not a governmental body. TWC §36.3011(d-2)
requires TCEQ to reimburse a member appointed to the review
panel for actual expenses incurred. TWC §36.3011(d-3) requires
the records and documents of the recording secretary to be pro-
vided to the executive director and specifies that these records
are public information. TWC §36.3011(e-1) requires the exec-
utive director to provide notice of review panel public meetings
and public hearings. TWC §36.3011(e-2) states that the review
panel may request technical assistance related to the petition
from the Texas Water Development Board (TWDB) and that if
assistance is requested, the deadline for the review is extended.
TWC §36.3011(e-3) states that a member of the review panel
can request legal advice and assistance on a matter pertaining
to the petition from the TCEQ's Office of Public Interest Counsel
(OPIC). Lastly, TWC §36.3011(e-4) states that subsections (e-2)
and (e-3) do not prohibit members of the review panel from using
their own technical consultants or legal counsel.

Section by Section Discussion

The adopted amendment to §293.23, Petition Requesting
Commission Inquiry, updates subsection (g) to implement HB
2080. Specifically, the rulemaking adoption amends §293.23(g)
to clarify that the panel is an advisory board and not a govern-
mental body. It also amends §293.23(g)(2) to require that the
recording secretary be a TCEQ employee and to specify that
records maintained by the recording secretary must be provided
to the executive director and are public documents. Section
293.23(g)(3) is amended to include notice requirements for
meetings or hearings held by the review panel. The adoption
also adds §293.23(g)(5) to require the commission to reimburse
review panel members for actual expenses incurred while en-
gaging in activities on behalf of the panel. Once the commission
appoints a panel, information about reimbursable expenses and
the process for getting reimbursed will be provided and will gen-
erally follow agency procedures. Reimbursable expenses will
be limited to those associated with meals, travel, and lodging.

The amendment adoption also adds §293.23(g)(6), which allows
the review panel to request technical assistance from TWDB and
extends the timeframe for the commission's review of the petition
following such a request. The amendment adoption also adds
§293.23(g)(7) to specify that the review panel may request le-
gal assistance from the commission's OPIC. Lastly, the adopted
amendment adds §293.23(g)(8) which clarifies that the review
panel is not prohibited from seeking technical assistance or le-
gal advice from entities other than TWDB and OPIC.

Final Regulatory Impact Determination

The commission reviewed the rulemaking adoption in light of
the regulatory analysis requirements of Texas Government
Code (TGC), §2001.0225 and determined that the rulemaking
is not subject to TGC, §2001.0225. TGC, §2001.0225 applies
to a "Major environmental rule" which is defined in Texas TGC,
§2001.0225(g)(3) as a rule with a specific intent "to protect the
environment or reduce risks to human health from environmen-
tal exposure and that may adversely affect in a material way the
economy, a sector of the economy, productivity, competition,
jobs, the environment, or the public health and safety of the
state or a sector of the state.”

First, the rulemaking adoption does not meet the statutory defi-
nition of a "Major environmental rule" because its specific intent
is not to protect the environment or reduce risks to human health
from environmental exposure. The purpose of this rulemaking is
to amend existing rules to implement HB 2080, 89th Texas Leg-
islature (2025), which provided revised requirements for TCEQ's
review of a petition filed by an affected person pertaining to the
actions of a GCD.

Second, the rulemaking adoption does not meet the statutory
definition of a "Major environmental rule" because the adopted
rule will not adversely affect in a material way the economy, a
sector of the economy, productivity, competition, jobs, the envi-
ronment, or the public health and safety of the state or a sector
of the state. It is not anticipated that the cost of complying with
the rule adoption will be significant with respect to the economy
as a whole or with respect to a sector of the economy; therefore,
the rule adoption will not adversely affect in a material way the
economy, a sector of the economy, competition, or jobs.

Finally, the rulemaking adoption does not meet any of the four
applicability requirements for a "Major environmental rule" listed
in TGC, §2001.0225(a). TGC, §2001.0225 only applies to a ma-
jor environmental rule, the result of which is to: "1) exceed a stan-
dard set by federal law, unless the rule is specifically required by
state law; 2) exceed an express requirement of state law, un-
less the rule is specifically required by federal law; 3) exceed
a requirement of a delegation agreement or contract between
the state and an agency or representative of the federal gov-
ernment to implement a state and federal program; or 4) adopt a
rule solely under the general powers of the agency instead of un-
der a specific state law. This rulemaking adoption does not meet
any of the four preceding applicability requirements because this
rulemaking: 1) does not exceed any standard set by federal law
for the regulation of groundwater conservation districts; 2) does
not exceed any express requirements of state law related to the
regulation of groundwater conservation districts; 3) does not ex-
ceed a requirement of a delegation agreement or contract be-
tween the state and an agency or representative of the federal
government to implement a state and federal program; and 4) is
not adopted solely under the general powers of the agency.

ADOPTED RULES July 3, 2026 51 TexReg 4381



Since this rulemaking adoption does not meet the statutory def-
inition of a "Major environmental rule" nor does it meet any of
the four applicability requirements for a "Major environmental
rule," this rulemaking is not subject to Texas Government Code,
§2001.0225.

The commission invited public comments regarding the Draft
Regulatory Impact Analysis Determination during the public
comment period, and no comments were received on that
determination.

Takings Impact Assessment

The commission evaluated this rulemaking and performed an
analysis of whether the adopted rule will constitute a taking.
Texas Government Code, §2007.002(5), defines a taking as ei-
ther: 1) a governmental action that affects private real property,
in whole or in part or temporarily or permanently, in a manner
that requires the governmental entity to compensate the private
real property owner as provided by the Fifth and Fourteenth
Amendments to the United States Constitution or Sections 17
or 19, Article I, Texas Constitution; or 2) a governmental action
that affects an owner's private real property that is the subject
of the governmental action, in whole or in part or temporarily or
permanently, in a manner that restricts or limits the owner's right
to the property that would otherwise exist in the absence of the
governmental action; and is the producing cause of a reduction
of at least 25% in the market value of the affected private real
property, determined by comparing the market value of the
property as if the governmental action is not in effect and the
market value of the property determined as if the governmental
action is in effect. The commission determined that the rule
adoption will not constitute a taking as that term is defined
under TGC, §2007.002(5). Specifically, the rule adoption will
not affect any landowner's rights in private real property, and
there are no burdens that would be imposed on private real
property by the adopted amendments to 30 TAC §293.23. The
adopted amendments solely address the review of the duties of
a groundwater conservation district.

Consistency with the Coastal Management Program

The commission reviewed the amended rules and found that
they are neither identified in Coastal Coordination Act Implemen-
tation Rules, 31 TAC §29.11(b)(2) or (4), nor will they affect any
action/authorization identified in Coastal Coordination Act Imple-
mentation Rules, 31 TAC §29.11(a)(6). Therefore, the adopted
rules are not subject to the Texas Coastal Management Program
(CMP).

The commission invited public comments regarding the consis-
tency with the CMP during the public comment period, and no
comments were received regarding the CMP.

Public Comment

The commission held a public hearing virtually and in person on
February 24, 2026. The comment period closed on March 3,
2026. The commission received comments from Warren Bern-
hardt, Brian Sledge, and Prairielands Groundwater Conserva-
tion District (GCD). Three commentors were in support of the
rulemaking and none were against. One commentor suggested
changes to the proposal.

Response to Comments
Comment

Warren Bernhardt commented that the proposed rule amend-
ment would provide greater clarity and structure to the process

for handling petitions filed by affected persons regarding the ac-
tions of a GCD. The commenter also asked the commission to
ensure the final rule provides clear guidance to petitioners and
districts while maintaining due process and administrative effi-
ciency.

Response

The commission acknowledges this comment. In addition, the
commission notes that the rulemaking adoption is limited to the
requirements established in HB 2080 related to review panels,
and additional changes are outside of the scope of this rulemak-
ing. No changes were made in response to this comment.

Comment

Prairielands GCD commented that the proposed rulemaking pro-
vides clarity regarding timelines, evidentiary standards, and the
scope of commission review while balancing state oversight and
local control under TWC, Ch. 36.

Response
The commission acknowledges the comment.
Comment

Brian Sledge commented that he supported the rulemaking and
thanked commission staff for their work.

Response
The commission acknowledges the comment.
Statutory Authority

These amendments are adopted under the authority granted
to the commission in Texas Water Code (TWC), §5.012, which
provides that the commission is the agency responsible for
implementing the constitution and laws of the state relating to
conservation of natural resources and protection of the envi-
ronment; §5.013, which establishes the commission's authority
over groundwater; §5.103 and §5.105, which establish the
commission's general authority to adopt rules; and §36.3011,
which establishes the commission's authority to, upon petition
by an affected person, select a review panel to review activities
regarding the management planning or rules of a groundwater
conservation district.

These adopted amendments implement House Bill 2080, 89th
Texas Legislature (2025).

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 19, 2026.

TRD-202602498

Amy L. Browning

Deputy Director, Environmental Law Division
Texas Commission on Environmental Quality
Effective date: July 9, 2026

Proposal publication date: January 30, 2026

For further information, please call: (512) 239-0682
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CHAPTER 328. WASTE MINIMIZATION AND
RECYCLING

51 TexReg 4382 July 3, 2026 Texas Register



SUBCHAPTER L. THIRD-PARTY
CERTIFICATION SYSTEMS FOR MASS
BALANCE ATTRIBUTION

30 TAC §§328.301, 328.302, 328.304

The Texas Commission on Environmental Quality (TCEQ,
agency, or commission) adopts the amendment to §§328.301,
328.302, and 328.304.

Amended §328.302 and §328.304 are adopted without change
to the proposed text as published in the January 2, 2026, issue
of the Texas Register (51 TexReg 33) and, therefore, will not be
republished. Amended §328.301 is adopted with change to the
proposed text and will be republished.

Background and Summary of the Factual Basis for the Adopted
Rules

The commission adopts this rulemaking to implement House Bill
(HB) 4413, 89th Texas Legislature, 2025. HB 4413 amended
Texas Health and Safety Code (THSC), §361.421 (Definitions)
by adding definitions for "renewable biomass" and "renewable
chemical,” and §361.4215 (Mass Balance Attribution) by requir-
ing TCEQ to adopt rules to identify third-party mass balance at-
tribution certification systems for the purpose of identifying a re-
newable chemical.

Although renewable biomass feedstocks may be used to pro-
duce a renewable chemical, HB 4413 does not exempt renew-
able biomass from regulation as a solid waste or any other ap-
plicable statutes or rules.

Section by Section Discussion
§328.301, Purpose and Applicability

The commission adopts amended §328.301(a)(3) by including
recycled plastics and a renewable chemical as recycled mate-
rial in subparagraph (A) and replacing subparagraph (B) with
the content of subparagraph (C). This amendment will expand
the purpose of the subchapter to include the identification of a
renewable chemical and clarify that the term recycled material
includes both recycled plastics and a renewable chemical.

§328.302, Definitions

The commission adopts amended §328.302(1), the definition of
"mass balance attribution," by applying the term to a renewable
chemical.

The commission adopts amended §328.302(2), to expand the
definition of "recycled material," to include a renewable chemical.

The commission adopts new §328.302(5) to add the definition of
"renewable biomass or renewable biomass feedstocks."

The commission adopts new §328.302(6) to add the definition of
"renewable chemical."

The commission adopts amended renumbered §328.302(7), the
definition of "third-party certification system", by including recy-
cled plastics and a renewable chemical as recycled material for
the purpose of third-party certification.

§328.304, Recycled Products

The commission adopts amended §328.304(b) by adding a re-
newable chemical to the materials that may be included when
determining the minimum content of a recycled product using
mass balance attribution certified by a third-party certification
system.

Final Regulatory Impact Determination

The commission reviewed the adopted rulemaking considering
the regulatory analysis requirements of Texas Government
Code (TGC), §2001.0225 and determined that the rulemaking
is not subject to TGC, §2001.0225. TGC, §2001.0225 applies
to a "Major environmental rule," which is defined in TGC,
§2001.0225(g)(3) as a rule with a specific intent "to protect the
environment or reduce risks to human health from environmen-
tal exposure and that may adversely affect in a material way the
economy, a sector of the economy, productivity, competition,
jobs, the environment, or the public health and safety of the
state or a sector of the state."

The rulemaking does not meet the statutory definition of a "Ma-
jor environmental rule" because its specific intent is not to protect
the environment or reduce risks to human health from environ-
mental exposure. The specific intent of the adopted rulemak-
ing is to promulgate rules that: (1) establish a renewable chem-
ical as eligible to be considered part of a recycled product in ac-
cordance with THSC, §361.4215 and §361.427; and (2) identify
third-party certification systems for mass balance attribution in
THSC, §361.421.

Additionally, the rulemaking does not meet the statutory defini-
tion of a "Major environmental rule" because the adopted rules
will not adversely affect in a material way the economy, a sector
of the economy, productivity, competition, jobs, the environment,
or the public health and safety of the state or a sector of the state.
The cost of complying with the adopted rules is not anticipated
to be significant with respect to the economy as a whole or with
respect to a sector of the economy, and therefore the rulemaking
will not adversely affect the economy in a material way.

Finally, the rulemaking adoption does not meet any of the four
applicability requirements for a "Major environmental rule" listed
in TGC, §2001.0225(a). TGC, §2001.0225 only applies to a ma-
jor environmental rule, the result of which is to: 1) exceed a stan-
dard set by federal law, unless the rule is specifically required by
state law; 2) exceed an express requirement of state law, un-
less the rule is specifically required by federal law; 3) exceed
a requirement of a delegation agreement or contract between
the state and an agency or representative of the federal govern-
ment to implement a state and federal program; or 4) adopt a
rule solely under the general powers of the agency instead of
under a specific state law. This rulemaking adoption does not
meet any of the four preceding applicability requirements.

This rulemaking adoption does not meet the statutory definition
of a "Major environmental rule," nor does it meet any of the
four applicability requirements for a "Major environmental rule."
Therefore, this rulemaking is not subject to TGC, §2001.0225.

The commission invited public comment regarding the Draft
Regulatory Impact Analysis Determination during the public
comment period. No comments were received regarding the
regulatory impact analysis determination.

Takings Impact Assessment

The commission has prepared a takings impact assessment for
these adopted rules in accordance with TGC, §2007.043. The
commission's preliminary assessment is that implementation of
these adopted rules would not constitute a taking of real prop-
erty. The commission adopts this rulemaking for the purpose
of promulgating rules that: (1) establish a renewable chemical
as eligible to be considered part of a recycled product in ac-
cordance with THSC, §361.4215 and §361.427; and (2) identify
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third-party certification systems for mass balance attribution in
THSC, §361.421.

The commission's analysis indicates that TGC, Chapter 2007,
does not apply to these adopted rules because this is an action
that is reasonably taken to fulfill an obligation mandated by state
law, which is exempt under TGC, §2007.003(b)(4). HB 4413
amended THSC, §361.421 (Definitions) and §361.4215 (Mass
Balance Attribution). These statutory enactments require the
commission to promulgate rules to: (1) establish a renewable
chemical as eligible to be considered part of a recycled prod-
uct in accordance with THSC, §361.4215 and §361.427; and (2)
identify third-party certification systems for mass balance attribu-
tion in THSC, §361.421, which provides a unilateral expectation
that does not rise to the level of a recognized interest in private
real property. Therefore, TGC, Chapter 2007 does not apply to
these adopted rule changes because the adopted rulemaking
falls within the exception under TGC, §2007.003(b)(4).

Consistency with the Coastal Management Program

The commission reviewed the adopted rules and found that they
are neither identified in Coastal Coordination Act Implementa-
tion Rules, 31 TAC §29.11(b)(2) or (4), nor will they affect any
action/authorization identified in Coastal Coordination Act Imple-
mentation Rules, 31 TAC §29.11(a)(6). Therefore, the adopted
rules are not subject to the Texas Coastal Management Program.

The commission invited public comment regarding the consis-
tency with the coastal management program (CMP) during the
public comment period. No comments were received regarding
the CMP.

Public Comment

The commission held a public hearing on January 27, 2026. The
comment period closed on February 3, 2026. The commission
received comments from Air Alliance Houston (AAH), Environ-
ment Texas (ET), and one individual.

Response to Comments
Comment

AAH commented that the adoption of the specific third-party
mass balance systems proposed in the rulemaking would result
in less public transparency, less effective recycling, and more
wasteful emissions.

Response

The commission has not selected or proposed specific third-
party mass balance systems as part of this rulemaking. Per leg-
islation, the rulemaking identifies third-party certification systems
for mass balance capable of identifying renewable chemical con-
tent without advocating for any specific mass balance attribution
methodology. No changes were made in response to this com-
ment.

Comment

AAH encouraged TCEQ to research mass balance attribution
certification systems to choose transparent and accurate sys-
tems known to accurately account for the amount of post-con-
sumer waste in recycled products. AAH gave examples of pre-
ferred supply chain management systems, including segregation
and controlled blending. AAH and ET recommended the rolling
average allocation method.

Response

The commission is not selecting or advocating for specific mass
balance attribution certification systems as part of this rulemak-
ing. No changes were made in response to this comment.

Comment
AAH and ET commented in opposition to chemical recycling.
Response

This comment is outside the scope of this rulemaking. No
changes were made in response to this comment.

Comment

AAH commented in opposition to credit-based mass balance
systems such as free allocation, fuel-exempt free allocation,
polymer only, and non-fuel exempt proportional allocation.
ET also expressed opposition to a free credit allocation mass
balance system.

Response

The commission is not selecting or advocating for specific third-
party mass balance certification systems as part of this rulemak-
ing. No changes were made in response to this comment.

Comment

AAH discouraged the commission from selecting mass balance
systems that allow materials converted to fuel to count toward
the total percentage of recycled plastic content.

Response

The commission is not selecting or advocating for specific third-
party mass balance certification systems as part of this rulemak-
ing. No changes were made in response to this comment.

Comment

AAH commented in opposition to any mass balance systems that
allow chemicals, plastics, products, or chemical substances pro-
duced from fossil-fuel based virgin plastic or plastic waste to be
counted as a renewable chemical.

Response

The commission is not selecting or advocating for specific third-
party mass balance certification systems as part of this rulemak-
ing. No changes were made in response to this comment.

Comment

An individual commented opposing wastewater effluent to Sal-
ado Creek.

Response

This rulemaking does not pertain to wastewater effluent. No
changes were made in response to this comment.

Statutory Authority

The amendments are adopted under the authority of Texas
Water Code (TWC), §5.013, which establishes the general
jurisdiction of the commission; TWC, §5.102, which provides
the commission with the authority to carry out its duties and
general powers under its jurisdictional authority as provided by
TWC; TWC, §5.103, which requires the commission to adopt
any rule necessary to carry out its powers and duties under
TWC and other laws of the state; §5.105, which authorizes the
commission to establish and approve all general policy of the
commission by rule; the Administrative Procedures Act under
Texas Government Code, Chapter 2001, which authorizes the
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commission as a state agency to adopt rules pursuant to the
rulemaking process; Texas Health and Safety Code (THSC),
§361.011, which grants the commission authority over municipal
solid waste; THSC, §361.017, which grants the commission
jurisdiction over industrial solid waste and hazardous municipal
waste; THSC, §361.024, which authorizes the commission to
adopt rules consistent with the general purposes of the Solid
Waste Disposal Act; THSC, §361.0151, which requires the
commission to base its goals or requirements for recycling or the
use of recycled materials on the definitions and principles es-
tablished by Subchapter N, THSC, §§361.421 through 361.431;
THSC, §361.022 and §361.023, which set public policy in the
management of municipal solid waste and hazardous waste to
include reuse or recycling of waste; THSC, §361.041, which
conditionally excludes post-use polymers and recoverable
feedstock from classification as solid waste when are converted
using pyrolysis, gasification, solvolysis, or depolymerization into
valuable raw materials, valuable intermediate products or valu-
able final products, that include plastic monomers, chemicals,
waxes, lubricants, and chemical feedstocks; THSC, §361.078
which identifies that THSC Chapter 361 Subchapter B does not
abridge, modify or restrict the commission's authority to adopt
rules issue permits and enforce the terms of permits as neces-
sary to maintain state authorization of Texas' hazardous waste
program; THSC, §361.119, which requires the commission to
adopt rules and to adopt rules consistent with THSC Chapter
361 to ensure that solid waste processing facilities are regulated
as solid waste facilities and not allowed to operate unregulated
as recycling facilities; THSC, §361.4215 which authorizes the
commission to identify third-party certification systems for mass
balance attribution that may be used for the purposes of THSC,
§361.421(6) and (6-a); THSC, §361.425 which provides that the
commission shall adopt rules for administering governmental
entity recycling programs; THSC, §361.426, which provides
that the commission shall adopt rules for administering gov-
ernmental entity preferences for recycled products; and THSC,
§361.427 which authorizes the commission to promulgate rules
to establish guidelines by which a product is eligible to be
considered a recycled product.

The adopted amendments to §§328.301- 328.302, 328.304, will
implement House Bill (HB) 4413, 89th Texas Legislature, 2025,
by adding the definitions of "Renewable biomass" and "Renew-
able chemical" so that they are consistent with the definitions un-
der THSC, §361.421. The adopted amendments to §§328.302,
328.304 will also implement HB 4413 by amending the definition
of "Mass balance attribution” so that it is consistent with the def-
initions under THSC, §361.4215.

§328.301.  Purpose and Applicability.

(a) Purpose. The purpose of this subchapter is to:

(1) establish guidelines by which a product is eligible to be
considered a recycled product;

(2) identify what is not eligible to be considered a recycled
product; and

(3) identify third-party certification systems for mass bal-
ance attribution to certify:

(A) "Recycled material," including "Recycled plastics"
and a "Renewable chemical"; and

(B) the portion of the total content of a product that con-
sists of recycled material.

(b) Applicability. This subchapter is applicable to determining
that a product is eligible to be considered a recycled product and third-
party certification systems for mass balance attribution.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 19, 2026.

TRD-202602497

Amy L. Browning

Deputy Director, Environmental Law Division
Texas Commission on Environmental Quality
Effective date: July 9, 2026

Proposal publication date: January 2, 2026

For further information, please call: (512) 239-0682
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TITLE 31. NATURAL RESOURCES AND
CONSERVATION

PART 2. TEXAS PARKS AND
WILDLIFE DEPARTMENT

CHAPTER 55. LAW ENFORCEMENT
SUBCHAPTER A. PROOF OF RESIDENCY
REQUIREMENTS

31 TAC §55.1

The Texas Parks and Wildlife Commission in a duly noticed
meeting on March 26, 2026, adopted an amendment to 31 Texas
Administrative Code §55.1, concerning Proof of Residency
Requirements, with change to the proposed text as published in
the January 23, 2026, issue of the Texas Register (51 TexReg
404). The rule will be republished.

The change reorganizes the contents of proposed subsection
(a)(1) to create a more straightforward delineation of the various
options available to the public for proving eligibility for the pur-
chase, possession, and use of licenses and permits restricted to
residents of Texas. The rule as proposed bifurcated license pur-
chasers into two broad categories that required complex legal
language and repetition. The rule as adopted modifies that ap-
proach and implements four categories of compliance options:
presentation of REAL ID documentation; presentation of non-
REAL ID compliant driver's license or state-issued documenta-
tion from specific states including Texas; presentation of a com-
bination of non-REAL ID compliant identification documents; and
presentation of a foreign passport. The department believes this
is a more effective delineation of documentation requirements for
purposes of compliance and enforcement.

Additionally, the change alters subsection (a) to clarify that the
section applies only to persons age 17 or older, which is nec-
essary because most minors, because of their youth, are not or
probably are not able to furnish many of the types of documen-
tation required by the rule as adopted.

The change also adds "personal identification card" as an ac-
ceptable identification mechanism in lieu of a valid driver's li-
cense, which acknowledges an additional form of acceptable
governmentally issued personal identification.
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The change also eliminates references to driver's licenses with
respect to acceptable forms of identification for foreign residents,
which is superfluous because a valid passport is sufficient iden-
tification for the purposes of the section.

The change also replaces the word "valid" with the word "un-
expired" when referencing documentation other than passports,
which is a more accurate descriptor of documentation status.

The change also adds two license types to the list of licenses and
permits in subsection (d) to which the provisions of the section
apply. Finally, the changes implement recommendations of the
Texas Regulatory Efficiency Office within the Office of the Gov-
ernor, to wit: allowing required documentation to be presented
in electronic as well as paper format and eliminating the require-
ment in current rule for notarized documentation, which is re-
placed by a requirement for signed self-declaration.

The amendment prescribes identification requirements for the
acquisition and use of certain licenses and permits issued by
the department and retitles the section accordingly.

The amendment requires persons who seek to obtain certain
licenses and permits issued by the department to present, at
the time of application or purchase, a driver's license or per-
sonal identification certificate issued by a state or territory of the
United States of which the person is a resident that complies
with the federal REAL ID Act of 2005, unless otherwise provided;
or a valid foreign passport and immigration-related documents
for foreign residents. Additional documentation options are pro-
vided for residents of a state or territory of the United States in-
cluding a United States passport or passport card, United States
military identification card, certified birth certificate, and Texas
concealed handgun license.

The amendment is necessary to provide an administrative
process to verify that persons engaged in certain activities per-
mitted or licensed by the department are capable of compliance
with statutory personal identification requirements as a condition
of permit or license issuance and use and that such personal
identification documents are valid.

The department received 45 comments opposing adoption of the
rule as proposed. Of the 45 comments, 43 provided a reason or
rationale for opposing adoption. Those comments, accompa-
nied by the department's response to each, follow. The depart-
ment notes that because several comments were lengthy and
consisted of several components, the number of department re-
sponses is greater than the total number of commenters.

Thirty-one commenters opposed adoption of the rule as pro-
posed and stated that it would result in decreased tourism and
participation, loss of revenue to the state, and increased admin-
istrative costs due to enforcement challenges and that bureau-
cratic hurdles complicate or negate the enjoyment of parks and
recreational opportunities, which bring many benefits. The com-
menters request that the department delay implementation until
after the next legislative session to allow time for the legislature
to develop a policy. The department disagrees with the com-
ments and responds that the rules as adopted are intended to
ensure that specific recreational licenses and permits (such as
hunting licenses) intended for Texas residents are not obtained,
possessed, or used by persons not entitled to them. No changes
were made as a result of the comments.

One commenter opposed adoption of the rule as proposed and
stated, "[I]f those who still are able to pay for the Texas license
benefit the state why change to real ID even those without state

ids should be able to participate if they are able to pay for the
Texas hunting and fishing license." The department disagrees
with the comment and responds the rule is a mechanism to en-
sure that licenses intended for Texas residents are not obtained
by persons who are not entitled to them. No changes were made
as a result of the comment.

One commenter opposed adoption of the rule as proposed and
stated that the rule as proposed will cause a loss of funding
and "forward the costs onto the resident taxpayers." The depart-
ment disagrees with the comment and responds that the rule as
adopted is not expected to result in revenue loss, nor will it result
in fiscal impacts to taxpayers or Texas residents who purchase
the affected licenses and permits. No changes were made as a
result of the comment.

One commenter opposed adoption of the rule as proposed and
stated that extra steps are being added to the process of li-
cense acquisition, which is undesirable. The department dis-
agrees with the comment and responds that although the rule as
adopted adds the additional step of providing identification at the
time of purchase, current law requires a person to have a driver's
license or personal identification certificate in the person's imme-
diate possession while hunting or fishing, and the rule is intended
to ensure that licenses and permits intended for Texas residents
are not obtained or used by persons not entitled to them. No
changes were made as a result of the comment.

One commenter opposed adoption of the rule as proposed and
stated that it will result in people not being able to hunt or fish
under a Mexican passport. The department disagrees with the
comment and responds that it has never been legal to hunt or
fish in Texas without a valid hunting or fishing license (with or
without a Mexican passport), and that the rule is intended to pre-
vent persons who are not residents of Texas from obtaining or
using licenses and permits that are limited to Texas residents.
The department further responds that the rule as adopted lists
a valid foreign passport as acceptable identification for the pur-
chase of non-resident hunting and fishing licenses so long as
the passport is accompanied by documentation showing proof
of legal immigration status. No changes were made as a result
of the comment.

One commenter opposed adoption of the rule as proposed and
stated that the rule as amended is an unnecessary expansion
of government oversight, a significant burden on both the state
and its citizens, and represents federal overreach. The com-
menter stated that enjoyment of the natural resources of Texas
should not be contingent upon compliance with federal identifi-
cation standards that many citizens view as an infringement on
privacy and an expansion of the surveillance state. The depart-
ment disagrees with the comment and responds that the rule as
adopted does not impose any burden on the state or its citizens
that does not already exist, because the Department of Public
Safety has been issuing REAL ID-compliant identification docu-
ments since 2016 and eventually all Texas residents will possess
such documentation. The department further states that the rule
as adopted is not a component of a surveillance program. No
changes were made as a result of the comment.

One commenter opposed adoption of the rule as a proposed and
stated that because the fiscal note accompanying the proposal
did not quantify the costs to the department for programming and
system modifications, the department is being fiscally irrespon-
sible by implementing "a project of this scale" without a clear
understanding of the total cost to taxpayers and license-hold-
ers. The commenter further stated that "[S]pending significant
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public funds simply to increase "assurance" that a small num-
ber of people are not obtaining the wrong license type is a poor
use of resources, especially when the current system functions
without such a high administrative price tag." The department
disagrees with the comment and responds that the rule is not
intended to prevent anyone from obtaining the wrong license, it
is intended to ensure that licenses and permits intended exclu-
sively for Texas residents are obtained and used only by persons
entitled to them. The department further responds that any ad-
ministrative costs incurred with respect to system administration
and programming costs will be additive to a system that already
exists for that purpose (i.e., the rule will not require new systems
from scratch) and will be absorbed under the current budget with-
out affecting any current license or permit fee. No changes were
made as a result of the comment.

One commenter opposed adoption of the rule as proposed and
stated that the new requirements create an unnecessary bar-
rier to participation in hunting and angling because individuals
who do not currently possess a REAL ID-compliant document
would face the financial and administrative burden of compliance
with "a state-imposed hurdle to enjoying Texas's land and wa-
ter." The commenter continued, stating, "[lJndividual liberty and
limited government are essential to the prosperity of our state.
This proposal moves in the opposite direction by increasing state
surveillance, imposing unquantified fiscal burdens, and compli-
cating a simple recreational process." The department disagrees
with the comment and responds that the rule as adopted is in-
tended to ensure that only Texas residents are able to acquire
and use licenses and permits intended exclusively for Texas res-
idents, that most if not all Texas residents will be able to continue
purchasing licenses and permits as usual, that the rule creates
options for those who for whatever lawful reason cannot do so,
that the rule as adopted does not infringe on anyone's personal
liberty whatsoever or impose financial burdens, and, finally, is
most assuredly not a component of any state surveillance effort.
No changes were made as a result of the comment.

One commenter opposed adoption of the rule as proposed and
stated that there should be fewer hurdles, more privacy, and
no more money grabs. The department disagrees that rule
as adopted creates hurdles, curtails privacy, or is intended to
increase or will result in increased revenue to the state. No
changes were made as a result of the comment.

One commenter opposed adoption of the rule as proposed and
stated that the rule will prevent people who don't have legal immi-
gration status from getting any type of hunting or fishing license,
but won't stop them from fishing or hunting, which will result in
reduced revenue for the department, and that "a hearing should
be held." The department disagrees with the comment and re-
sponds that the rule is intended to ensure that persons who are
not residents of Texas cannot purchase or use licenses and per-
mits intended exclusively for Texas residents. The department
further responds that itis and has always been a criminal offense
for anyone, resident or nonresident, to engage in activities reg-
ulated by the department without obtaining the proper license
or permit to do so, which is still the case and is not altered by
the rule as adopted, and current law requires a person to have
a driver's license or personal identification certificate in the per-
son's immediate possession while hunting or fishing. Finally, the
department responds that the rule was adopted in a duly noticed
meeting open to the public at which the opportunity to directly
address the commission was provided (in addition to all other
channels of comment available to the public). No changes were
made as a result of the comment.

One commenter opposed adoption of the rule as proposed and
stated, "the hassle of having to present a certified copy of my
birth certificate and six months worth of utility bills is probably
more than | would want to deal with to get a super combo li-
cense." The department disagrees with the comment and re-
sponds that the rule provides a variety of ways for persons to
prove Texas residency for purposes of obtaining and using li-
censes and permits intended exclusively for Texas residents, in-
cluding anyone with a valid Texas driver's license or personal
identification card. No changes were made as a result of the
comment.

One commenter opposed adoption of the rule as proposed and
stated that there should be an exemption for minors, who might
not be able to provide many of the documents referenced in the
rule. The department agrees with the comment and responds
that a fishing license is not required for anyone under the age of
17 and that the rule as adopted does not apply to youth hunting
licenses.

One commenter opposed adoption of the rule as proposed and
stated that "making licenses more difficult to obtain is a money
loss and more should be spent on enforcement." The depart-
ment disagrees that the rule as adopted will result in revenue
loss for the department and responds that a critical component
of enforcement is the existence of regulations that allow the de-
partment to determine that persons engaged in activities regu-
lated by the department are entitled to do so. No changes were
made as a result of the comment.

One commenter opposed adoption of the rule as proposed and
stated that having to provide a variety of redundant documen-
tation simply to purchase a hunting and/or fishing license is un-
reasonable. The department disagrees with the comment and
responds that a Texas driver's license or personal identification
card by itself is sufficient documentation in most instances to ob-
tain a Texas resident license or permit. No changes were made
as a result of the comment.

One commenter opposed adoption of the rule and stated that
it did not contain provisions to protect the data being collected
by the agency. The department disagrees that it is necessary
for the rule to contain provisions addressing data security, which
are addressed by other elements of state law. No changes were
made as a result of the comment.

The department received 56 comments supporting adoption of
the rule as proposed.

The Honorable Gene Wu, the Honorable Donna Howard, the
Honorable Ramén Romero, Jr., the Honorable Joe Moody, the
Honorable Suleman Lalani, the Honorable Jessica Gonzalez,
the Honorable Mihaela Plesa, the Honorable Ron Reynolds, the
Honorable Senfronia Thompson, the Honorable Ray Lopez, the
Honorable Lulu Flores, the Honorable Erin Zwiener, the Honor-
able Josey Garcia, the Honorable Christina Morales, the Hon-
orable Vikki Goodwin, the Honorable Jolanda Jones, the Honor-
able Armando Martinez, the Honorable Armando Walle, the Hon-
orable Jon Rosenthal, the Honorable Diego Bernal, the Honor-
able John Bucy lll, the Honorable Toni Rose, the Honorable Alma
Allen, the Honorable Rafael Anchia, the Honorable Ana Hernan-
dez, the Honorable Chris Turner, the Honorable Cassandra Gar-
cia Hernandez, the Honorable Salman Bhojani, the Honorable
Linda Garcia, the Honorable Barbara Gervin-Hawkins, and the
Honorable John Bryant commented in opposition to adoption of
the rule as proposed.
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The amendment is adopted under Parks and Wildlife Code,
§11.004, which gives the commission the authority to prescribe
by rule the proof required to demonstrate residency in this state
for the purpose of obtaining a license or permit issued by the
department.

§55.1.  Proof of Residency and Identification Requirements.

(a) The requirements of this section are in addition to any re-
quirements of Parks and Wildlife Code, Chapters 42 and 46.

(1) A person 17 years of age or older who seeks to purchase
or obtain a permit or license listed in subsection (d) of this section must
present:

(A) an unexpired driver's license or personal identifi-
cation certificate issued by a state or territory of the United States or
the District of Columbia of which the person is a resident that com-
plies with the minimum document requirements and issuance standards
for federal recognition under the REAL ID Act of 2005, Public Law
109-13, unless the driver's license or personal identification certificate
is marked "Limited Term" or "Temporary";

(B) an unexpired driver's license or personal identifica-
tion certificate that does not comply with REAL ID issued by the Texas
Department of Public Safety or one of the following states of which the
person is a resident, unless the driver's license or personal identifica-
tion certificate is marked "Limited Term" or "Temporary": Alabama,
Alaska, Arizona, Arkansas, Florida, Georgia, Idaho, Indiana, Iowa,
Kansas, Kentucky, Louisiana, Maine, Michigan, Mississippi, Missouri,
Montana, Nebraska, New Hampshire, North Carolina, North Dakota,
Ohio, Oklahoma, Pennsylvania, South Carolina, South Dakota, Ten-
nessee, West Virginia, Wisconsin, or Wyoming;

(C) an unexpired driver's license or personal identifi-
cation certificate issued by a state or territory of the United States or
the District of Columbia (regardless of whether it is marked "Limited
Term" or "Temporary"), accompanied by one of the following docu-
ments:

(i) an original birth certificate issued by the appro-
priate vital statistics agency of a state or territory of the United States
or the District of Columbia, indicating birth in the United States;

(i) an original United States government-issued
document indicating birth of a child born abroad to a United States
citizen, including a Consular Report of Birth Abroad (form FS-240),
Certification of Report of Birth (form DS-1350), or Certificate of Birth
Abroad (from FS-545);

(iii) an unexpired United States passport or passport
card;

(iv) an unexpired United States military identifica-
tion card; or

(v) an unexpired license to carry a handgun issued
by the Texas Department of Public Safety; or

(D) ifthe person is a resident of another country, a valid,
unexpired passport issued by the government of another country ac-
companied by, if required for entry into the United States from the per-
son's country of residency, a current permanent resident card or unex-
pired immigrant visa issued by the United States Department of Home-
land Security.

(2) Proof that a person has resided continuously in Texas
for more than six months immediately before applying for a resident
license or permit issued by the department shall consist of an unexpired
driver's license or personal identification certificate originally issued by
the Texas Department of Public Safety not less than six months prior

to the application to the department for a resident license or permit and
any two of the following in physical or electronic format:

(A) a current property tax statement indicating that the
person is the owner of homestead property in Texas;

(B) an unexpired license to carry a handgun issued by
the Texas Department of Public Safety;

(C) the most recent six months of utility bills showing
the person's name and a physical address in Texas;

(D) the most recent six months of paycheck receipts
showing the person's name and a physical address in Texas;

(E) a current Texas voter registration certificate show-
ing the person's name and a physical address in Texas, issued not less
than six months prior to an application to the department for a license
or permit;

(F) the person's most recent tax return statement from
the Internal Revenue Service showing the person's name and a physical
address in Texas;

(G) a current vehicle registration showing the person's
name and a physical address in Texas, issued not less than six months
prior to an application to the department for a license or permit; or

(H) astatement from the person's parole board or proba-
tion officer attesting to the fact that the person has continuously resided
in Texas for the six months immediately preceding the application for
a license or permit.

(3) For persons on active duty in the armed forces of the
United States, proof of continuous residency in Texas for more than
six months immediately before applying for a resident license or per-
mit issued by the department shall consist of one of the following in
physical or electronic format:

(A) military service record(s) indicating that the per-
son's home of record is in Texas at the time of application; or

(B) military service record(s) indicating that the person
has been assigned to a duty station in Texas for the six months imme-
diately prior to the time of application.

(4) If aperson is under the age of 25 and living in another
state for educational purposes, proof that the person has resided contin-
uously in Texas for more than six months immediately before applying
for a license or permit issued by the department shall consist of the fol-
lowing in physical or electronic format:

(A) asigned self-declaration under penalty of perjury to
the effect that the person is a dependent of a Texas resident; and

(B) a tuition receipt or other official evidence that the
person is currently enrolled as a non-resident in an educational institu-
tion located in another state.

(5) Except for active-duty members of the armed forces of
the United States and nonresidents described in paragraph (8) of this
subsection, §53.3(b) of this title (relating to Combination Hunting and
Fishing License Packages), and §53.4(b) of this title (relating to Life-
time Licenses), the department will not issue a resident license or per-
mit to any person if any proof of residency presented to the department
indicates residency anywhere other than Texas.

(6) Except for active-duty members of the armed forces of
the United States and nonresidents described in paragraph (8) of this
subsection, §53.3(b) of this title, and §53.4(b) of this title, a person
who claims residency in any other state for any purpose is not a Texas
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resident for the purposes of obtaining a resident license or permit from
the department.

(7) Upon determination by the department that a person
who obtained a resident license or permit was not eligible to obtain
the license or permit, the department shall notify the person that the
license is void and shall be surrendered to the department. A person
that the department determines has obtained a resident license or per-
mit unlawfully is subject to criminal prosecution.

(8) The executive director may authorize the issuance of
a resident hunting license to a nonresident who is terminally ill and
participating in an event sponsored by a charitable organization.

(b) It is an offense for any person who does not meet the res-
idency requirements of this section to possess a license in that per-
son's name that is required by law for conduct governed by Parks and
Wildlife Code, Chapter 42 or Chapter 46, if the acquisition and use of
the license is restricted by law to Texas residents.

(c) For purposes of this section, a person who utilizes the pro-
visions of §53.2(g) of this title (relating to License Issuance Procedures,
Fees, Possession, and Exemption Rules) to satisfy proof of licensure re-
quirements is considered to be in possession of the license the person
purports to have obtained.

(d) The provisions of subsection (a)(1) of this section apply to
the following permits and licenses:

(1) resident hunting;

(2) senior resident hunting;

(3) nonresident general hunting;

(4) nonresident five-day hunting;

(5) Texas resident active-duty military hunting package;
(6) special resident fishing license;

(7) "year-from-purchase" resident fishing license;

(8) Texas resident active-duty military "all water" fishing

package;

(9) resident freshwater fishing package;

(10) resident saltwater fishing package;

(11) resident "all water" fishing package;

(12) senior resident freshwater fishing package;

(13) senior resident saltwater fishing package;

(14) senior resident "all water" fishing package;

(15) resident one-day "all water" fishing license;

(16) nonresident freshwater fishing package;

(17) nonresident saltwater fishing package;

(18) nonresident "all water" fishing package;

(19) nonresident one-day "all water" fishing package;

(20) resident combination hunting and freshwater fishing
package;

(21) resident combination hunting and saltwater fishing
package;

(22) resident combination hunting and "all water" fishing
package;

(23) resident senior combination hunting and freshwater
fishing package;

(24) resident senior combination hunting and saltwater
fishing package;

(25) resident senior combination hunting and "all water"
fishing package;

(26) resident super combination hunting and "all water"
fishing package:

(27) resident senior super combination hunting and "all wa-
ter" fishing package;

(28) disabled veteran super combination hunting and "all
water" fishing package;

(29) Texas resident active-duty military super combination
hunting and "all water" fishing package;

(30) lifetime resident super combination hunting and "all
water" fishing package;

(31) lifetime resident hunting;

(32) lifetime resident fishing;

(33) lifetime hunting to combination upgrade;
(34) lifetime fishing to combination upgrade; and
(35) Lake Texoma Fishing License.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 18, 2026.

TRD-202602494

James Murphy

General Counsel

Texas Parks and Wildlife Department

Effective date: August 3, 2026

Proposal publication date: January 23, 2026

For further information, please call: (512) 389-4775

¢ L4 ¢
TITLE 34. PUBLIC FINANCE

PART 1. COMPTROLLER OF PUBLIC
ACCOUNTS

CHAPTER 20. STATEWIDE PROCUREMENT
AND SUPPORT SERVICES

SUBCHAPTER C. PROCUREMENT
METHODS AND CONTRACT FORMATION
DIVISION 3. SPECIAL CONTRACTING
METHODS

34 TAC §20.235

The Comptroller of Public Accounts adopts the repeal of
§20.235, concerning purchase of motor vehicles, without
changes to the proposed text as published in the May 15, 2026,
issue of the Texas Register (51 TexReg 3358). The rule will not
be republished.

ADOPTED RULES
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The comptroller repeals subsection (a) because it is a restate-
ment of statute that was repealed by Senate Bill 1364, 89th Leg-
islature, 2025, effective September 1, 2025.

The comptroller repeals subsections (b) - (d) because they are
out-of-date and simply restatements of statute that can now be
found in Government Code, Chapter 2158.

The comptroller repeals subsection (e) because the comptroller
intends to include this provision in a new rule that will consolidate
all rules regarding purchasing preferences.

The comptroller did not receive any comments regarding adop-
tion of the repeal.

This repeal is adopted under Government Code, §2158.0012,
which authorizes the comptroller to adopt rules to efficiently and
effectively administer Government Code, Chapter 2158.

This repeal implements Government Code, Chapter 2158.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 18, 2026.

TRD-202602493

Don Neal

General Counsel, Operations and Support Legal Services
Comptroller of Public Accounts

Effective date: July 8, 2026

Proposal publication date: May 15, 2026

For further information, please call: (512) 475-2220

¢ ¢ ¢

TITLE 37. PUBLIC SAFETY AND CORREC-
TIONS

PART 6. TEXAS DEPARTMENT OF
CRIMINAL JUSTICE

CHAPTER 151. GENERAL PROVISIONS
37 TAC §151.3

The Texas Board of Criminal Justice (board) adopts amend-
ments to §151.3, concerning Texas Board of Criminal Justice
Operating Procedures without changes to the proposed text as
published in the March 6, 2026, issue of the Texas Register (51
TexReg 1369). The rule will not be republished. The adopted
amendments make minor grammatical updates.

No public comments were received regarding the amendments.

The amendments are adopted under Texas Government Code
§8§492.005-492.007, which establishes general duties for the
board, §492.013, which authorizes the board to adopt rules;
and Chapter 551, which establishes general provisions for open
meetings.

Cross Reference to Statutes: None.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 19, 2026.

TRD-202602505

Stephanie Greger

General Counsel

Texas Department of Criminal Justice

Effective date: July 9, 2026

Proposal publication date: March 6, 2026

For further information, please call: (936) 437-6700

¢ ¢ ¢
37 TAC §151.55

The Texas Board of Criminal Justice (board) adopts amend-
ments to §151.55, concerning Disposal of Surplus Agricultural
Goods and Agricultural Personal Property without changes to
the proposed text as published in the March 6, 2026, issue of
the Texas Register (51 TexReg 1370). The rule will not be re-
published. The adopted amendments make minor grammatical
updates.

No public comments were received regarding the amendments.

The amendments are adopted under Texas Government Code
§492.013, which authorizes the board to adopt rules; and
§497.113, which establishes guidelines for surplus agricultural
property and products.

Cross Reference to Statutes: None.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 19, 2026.

TRD-202602504

Stephanie Greger

General Counsel

Texas Department of Criminal Justice

Effective date: July 9, 2026

Proposal publication date: March 6, 2026

For further information, please call: (936) 437-6700

¢ ¢ ¢

CHAPTER 152. CORRECTIONAL
INSTITUTIONS DIVISION
SUBCHAPTER D. OTHER RULES
37 TAC §152.81

The Texas Board of Criminal Justice (board) adopts new rule
§152.81, concerning Housing of Inmates without changes to the
proposed text as published in the March 6, 2026, issue of the
Texas Register (51 TexReg 1372). The rule will not be repub-
lished. The adopted rule states inmates shall be housed in com-
pliance with state and federal law in accordance with Senate Bill
8, which was passed during the 89th Second Special Session
and established Texas Government Code §3002.054.

No public comments were received regarding the new rule.

The new rule is adopted under Texas Government Code
§3002.054, which establishes the requirement for inmates to
be housed according to sex; and 28 C.F.R. Part 115, which
establishes the Prison Rape Elimination Act.

Cross Reference to Statutes: None.
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The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 19, 2026.

TRD-202602503

Stephanie Greger

General Counsel

Texas Department of Criminal Justice

Effective date: July 9, 2026

Proposal publication date: March 6, 2026

For further information, please call: (936) 437-6700

¢ ¢ ¢

TITLE 40. SOCIAL SERVICES AND ASSIS-
TANCE

PART 19. DEPARTMENT OF FAMILY
AND PROTECTIVE SERVICES

CHAPTER 700. CHILD PROTECTIVE
SERVICES

SUBCHAPTER P. SERVICES AND BENEFITS
FOR TRANSITION PLANNING TO A
SUCCESSFUL ADULTHOOD

DIVISION 3. TEXAS TUITION AND FEE
WAIVER FOR YOUTH RETURNING TO A
PARENT

40 TAC §700.1630

The Department of Family and Protective Services (DFPS)
adopts the amended rule in Title 40, Texas Administrative Code
(TAC), Chapter 700, Subchapter P, Division 3, §700.1630,
relating to the Texas Tuition and Fee Waiver. The proposal was
published on May 15, 2026, issue of the Texas Register (51
TexReg 3358). The amended rule is adopted without changes
to the proposed text and will not be republished.

BACKGROUND AND JUSTIFICATION

House Bill (HB) 1211 passed during the 89th Texas Legislature
(Regular Session, 2025) amends Texas Education Code Sec-
tion 54.366, which allows certain youth who have been in fos-

ter care to receive free tuition and fees at Texas public institu-
tions of higher education. The bill extends the age of enroll-
ment to the student's 27th birthday, and therefore, the time a stu-
dent is allowed to qualify for free tuition and fees. The adopted
rule amendment will modify 40 TAC §700.1630 to align with the
statute.

COMMENTS

The 30-day comment period ended June 14, 2026. During
this period, DFPS did not receive any comments regarding the
amended rule.

STATUTORY AUTHORITY

The amendments are adopted under Human Resources Code
§40.027, which provides that the Department of Family and Pro-
tective Services commissioner shall oversee the development
of rules relating to the matter within the department's jurisdiction
and notwithstanding any other law, shall adopt rules for the op-
eration and provision of services by the department.

Additionally, during the 84th Texas Legislature (Regular Session,
2015), SB 206 passed which required the executive commis-
sioner of the Health and Human Services Commission to de-
velop rules, in consultation with the Texas Higher Education Co-
ordinating Board, that would allow a foster care youth who is
returned to their parent to receive a waiver of tuition and fees
under Texas Education Code Section 54.366.

HB 1211 modifies Section 54.366 to extend the time for foster
care youth to enroll in an institute of higher education, therefore
implementation of this provision of the statute is not dependent
on implementation of the adopted rule amendment.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on June 15, 2026.

TRD-202602450

Sanjuanita Maltos

Rules Coordinator

Department of Family and Protective Services
Effective date: July 5, 2026

Proposal publication date: May 15, 2026

For further information, please call: (512) 945-5978
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