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As reported on January 7th, 2019, the State’s Economic
Stabilization Fund, or “Rainy Day Fund,” is projected to top
$15.4 billion thanks to better-than-expected revenue from
oil and gas severance taxes. Texas Comptroller Glenn Hegar
has called this “an unheard of amount.” He has also
lamented that the Rainy Day Fund generates a very poor
return on investment.
The best return on investment for the State of Texas — one
that would generate $10 billion in public assistance dollars and over $1 billion for
mitigation projects — would be to maximize the local-match requirements for
federal disaster monies for the 55 counties impacted by Hurricane Harvey. This
opportunity would save millions in local taxpayer dollars. There is simply no
better investment, from both human and financial perspective, than helping
counties devastated by the worst housing disaster in American history.
The two federal programs with the greatest impact are FEMA’s Public Assistance
(PA) and Hazard Mitigation Grant Program (HMGP).
➢ As a declared major disaster, the region became eligible for FEMA Public
Assistance funds. Public Assistance projects currently require a 10% local
match. Under normal circumstances, FEMA requires a 25% local match. The
Trump administration gave Texas a 90%-10% match for Harvey. So, for
every dollar invested by the State, $9 dollars in federal money are secured.
Funds are distributed by the Texas Department of Emergency Management
(TDEM) and help cover costs associated with disaster response and
infrastructure repair. The pace is largely dictated by FEMA resources, which
have been stretched thin by multiple natural disasters over the past two
years. Strict rules must be followed to avoid future “claw-back” of the
funds.

➢ FEMA’s Hazard Mitigation Grant Program provides funds to states and local
communities following a Major Disaster Declaration to protect public or
private property through various mitigation measures. Mitigation includes
long-term efforts to reduce the impact of future events. Following
Hurricane Harvey, FEMA allocated an initial $500 million in HMGP grants to
the State of Texas. The total amount of HMGP funds for Texas is anticipated
to increase to over $1 billion. HMGP is a cost-sharing program, which
means that the federal government funds up to 75 percent of total project
costs, with the remaining 25 percent covered by local government. HMGP
requires a 25 percent local match on funded projects. A dollar from the
State creates a $3 return on investment.
Hurricane Harvey created a significant fiscal strain on local governments.
Requiring a local match — on top of the financial obligations already borne by
local governments since Harvey — will create an undue burden for these counties
and municipalities. Some may not even be able to meet the match, leaving federal
dollars earmarked for Texas unused. It is essential, and it is in the State’s
economic interest, to assist local governments in securing these federal dollars.

Texas has the largest Rainy Day Fund in the country, and it is at a record high. The
State is significantly over the current $7.5 Billion “sufficient fund balance”
required for the fund. Hurricane Harvey wreaked unprecedented damage to a
55-county area. In Houston alone, more homes flooded during Hurricane Harvey
than in New Orleans during Hurricane Katrina.

STATE BY STATE COMPARISON
For background, a comparison of other states’ contributions to local governments in similar circumstances
should inform this request. Following Major Disaster Declarations that include Public Assistance (PA),
many states around the U.S. agree to assist units of local governments (subgrantees) through funding all
or part of the local cost share for eligible projects.
The following table illustrates samples of how other States participate in the local PA cost share – based
on a 75% Federal cost share. Only two states, Connecticut and Massachusetts, provide no local match.

State

Federal

Texas
North Carolina
Florida

Local
Match

0%

25%

25%

0%

12.5%

California
South Carolina
Louisiana
Oklahoma

State
Match

Notes

Legislative action required,
historically funded by State

12.5% By state law

25%

0%

California Disaster Assistance
Act (CDAA) Program

25%

0%

Last 2 disasters ’15 and ’16,
previously 50/50 share

TBD

TBD Through CDBG-DR

12.5%

12.5%

0%

25%

Virginia

15%

10%

Georgia

12.5%

12.5%

Missouri

10%

15%

Iowa

10%

15% Limited to SFHA damages only

New York

25%

0%

TBD

TBD

12.5%

12.5%

0

25%

Connecticut

Wyoming
Colorado
Massachusetts

75%

Based on local government
ability to pay

Supplemental materials: FEMA Public Assistance (PA) Overview

Supplemental Materials: FEMA’s Hazard Mitigation Grant Program (HMGP) Overview

