
Model Assumptions House Bill 3 

In setting up models for House Bill 3 as introduced, we have attempted to follow the bill as 
written, except where we have been told by knowledgeable sources that there will be a change 
in a particular provision in a committee substitute to be introduced at a later time.  However, in 
several cases, we have had to use our best judgement concerning the intent to overcome 
problematic or contradictory language.  As a result of those judgements and the pending 
changes in the bill that we don’t know about, we would advise that this modelling attempt is a 
reasonable, but still rough, estimate of the impact of the bill.  Because of the numerous 
uncertainties about the limits on tax rates, we have not modelled beyond the 2019-20 school 
year at this time.  We have also made no assumptions about increases in tax rates after this 
new round of compression. 

 

Tier 1 Structure 

Tier 1 has the following structure, with changes as noted: 

Regular Program - $6,030 basic allotment, CEI repealed, and no district size adjustment 

Small and Mid-Sized District Allotment – New allotment to take the place of small and 
mid-size adjustments; new extra allotment component for districts with less than 450 
regular ADA 

Special Education 

Dyslexia Allotment – New allotment, weight of 0.10 multiplied by number of students 
served 

Compensatory Education Allotment – spectrum of weights from 0.225 to 0.275;  bill 
identifies criteria for commissioner to use to assign weights to each census block, but 
not how those criteria are to be scored;  bill states all students residing in a census block 
get weighted;  current weight of 0.20 only applies when census block data not available;  
TEA apparently is modeling based on the census block in which a campus is located, not 
what the bill says;  Moak Casey modeled by stratifying campuses based on PEIMS % 
economically disadvantaged and assigning weights based on a rank order of campuses 
by percentage economically disadvantaged, then constructing an average for the district 
to be applied to projected free and reduced lunch counts; spending requirements in 
current §42.152 are repealed 

Bilingual Education Allotment – maintains current 0.1 weight for limited English 
proficient students in traditional bilingual and ESL programs; creates a new weight of 
0.15 for limited English proficient students in programs using dual language immersion, 
and a new weight of 0.05 for a student that is not limited English proficient in a dual 



language immersion program;  Moak Casey assumed a percentage of existing ADA 
would convert to dual language in each district 

Career and Technology Allotment – extends current weighting to grades 6-8 

Early Reading Allotment – weight of 0.1 for each educationally disadvantaged student 
in ADA in grades K-3, and weight of 0.1 for each student in a bilingual program; students 
can get both weights 

Transportation Allotment – bill directs that regular transportation be funded with a 
single mileage reimbursement rate instead of the multiple weights for linear density 
groupings; reimbursement rate to be set in the appropriations bill; Moak Casey assumed 
a rate of $1.04; bill authorizes funding for transportation for dual credit purposes, but 
we made no assumptions regarding this service 

New Instructional Facilities Allotment – raises cap on appropriation to $100 million 

Educator Salary Transition Allotment – formula to assure that gains from formula 
changes, with certain adjustments and exclusions, will be sufficient to cover any 
increased costs from a change to the minimum salary schedule 

Educator Effectiveness Allotment – new allocation of $3,000 to $32,000 for teachers 
based on three classifications (recognized, exemplary, master) and the state 
compensatory education characteristics of the campus at which the teacher teaches; 
also includes a factor for rural campuses; this feature was not modelled by Moak Casey 

College Preparation Assessment Reimbursement – a new allocation to reimburse the 
cost of an assessment under §39.0261(a)(3) ; this feature was not modelled by Moak 
Casey 

Certification Examination Reimbursement – reimburse exam fees under §29.190(a) ; 
this feature was not modelled by Moak Casey 

Educator Effectiveness Fee Reimbursement – reimburse any fee under Subchapter P, 
Chapter 21, or membership fees paid to National Board of Professional Standards; this 
feature was not modelled by Moak Casey 

The bill repeals the cost of education index, the gifted and talented allotment, and the high 
school allotment. 

Based on descriptions of the intent, Moak Casey compressed the first $1.00 of adopted rate to 
$0.96, then assigned the first 6 cents above $1.00 (before compression) to the first level of Tier 
2, then compressed any remaining pennies of adopted rate as explained in the section on Tier 
2.  For districts with current adopted rates less than $1.00, the 2018-19 adopted M&O rate was 
compressed to 96% of its value, which will result in no Tier 2 pennies.  There may be some 



flexibility for districts with low tax rates in 2018-19 to increase their rate after compression, but 
that appears to be an unsettled issue as of today. 

The basic allotment appears to be subject to a proportionate reduction for compressed rates 
less than $0.96, although the bill as filed contains language that could be interpreted that all 
districts will have a compressed rate of $0.96.  Moak Casey proportionately reduced the basic 
allotment for those districts with a new compressed less than $0.96. 

The local share of Tier 1 would appear to be calculated using the district’s compressed rate and 
the Comptroller values for the preceding tax year.  Again, there is language in the filed bill that 
could be interpreted that the local fund assignment rate is $0.96, but we chose to use the 
district’s compressed rate for calculating the local share. 

 

Tier 2 Structure 

Tier 2 retains two levels of guaranteed yield.  The first level is no longer linked to the Austin ISD 
yield per WADA.  It would be the yield per penny per WADA of the basic allotment, multiplied 
by 160%.  While the bill references the compressed rate of $0.96 to be used for that calculation, 
we have been told that the intent was to divide the $6,030 basic allotment by 100.  The second 
level yield is stated as the yield per penny of the basic allotment multiplied by 80%.  Following 
what we have been told was the intent, the Tier 2 Level 1 yield used in our model is $96.48, and 
the Tier 2 Level 2 yield we used is $48.24. 

WADA is defined to be the result of dividing a subset of the Tier 1 allotments by the basic 
allotment.  For this purpose, the Tier 1 allotments excludes the Transportation Allotment, the 
New Instructional Facilities Allotment, the Educator Salary Transition Allotment, the Educator 
Effectiveness Allotment, the College Preparation Assessment Reimbursement, the Certification 
Examination Reimbursement, and the Educator Effectiveness Fee Reimbursement. 

The section of the Education Code in which Tier 2 is placed, new §48.202, states that the Level 1 
yield is available for the first 8 cents above the compressed rate, and that the Level 2 yield 
applies to any rates adopted above that.  We have been told that the intent was for there to be 
no increase in the number of pennies available for Tier 2 Level 1 in 2019-20, and that one 
additional penny would be available in 2020-21, and two additional pennies would be available 
in 2021-22. 

 

Recapture 

Recapture would still apply to taxes at the compressed rate and for taxes in Tier 2 Level 2.  The 
Tier2 Level 1 zone of taxes would still be free of recapture.  However, the computation of the 
amount owed is changed significantly by the bill. 



The computation of recapture is moved into the same chapter of the code as the state aid 
calculations for the Foundation School Program, Chapter 48.  For Tier 1, Recapture is calculated 
as the excess of the sum of the ASF distribution and the calculated local share of Tier 1, less the 
total cost of Tier 1 allotments.  If a district’s tax collections at the compressed rate are less than 
the calculated local share of Tier 1, the district tax collections are used for the calculation (the 
wording is a bit more convoluted, but we believe this is what it means). 

For Tier 2 Level 2, if the local share of the guaranteed yield formula exceeds the entitlement, 
the excess revenue is recaptured. 

The Chapter 41 hold harmless for the 1992-93 revenue level per WADA is continued in a 
formula in the bill, but begins a phase-out in 2020-21.  However, the formula in the bill does not 
work, and we have been told that the intent is that the dollar amount of benefit received by an 
eligible district in 2018-19 will be provided as a grant in 2019-20, then phased out by 20% each 
of the next four years until no grant is made in 2024-25. 

The statutory mechanisms that a district can use to reduce its revenue level (pay recapture) are 
codified in a new Chapter 49.  While the most common mechanisms to pay the state or pay a 
neighboring district are still described in the new statute as attendance credit purchases and 
make references to amounts per weighted student, there essentially is no “cost per WADA,” or 
a number of “WADA to buy” in this structure. 

 

Tax Compression 

As mentioned earlier, the bill contains tax compression language that has been interpreted 
multiple ways.  As we have modelled it, we assume the intent is to compress the first $1.00 of 
the adopted 2018-19 M&O tax rate to 96% of its value.  For some districts, the fact that the first 
$1.00 is compressed means a loss of some or all pennies in Tier 2.  This shifting of pennies has 
been informally referred to as a “slide”, and is somewhat similar to how Tier 2 Level 2 pennies 
were shifted into Tier 1 under the “fractional funding fix” from several sessions ago. 

The bill also contains a provision to compress the Tier 2 Level 2 tax rates based on the increased 
yield, so that the resulting amount of state and local revenue remains unchanged from what 
would be available at the $31.95 level guarantee per penny per WADA.  To implement this 
provision, we reduced Tier 2 Level 2 tax rates by the ratio of $31.95 to $48.24, or 66.23%.   

For districts with the full $1.17 of maximum rate under current law, the new Tier 1 compressed 
rate would be $0.96.  There is no compression of the pennies in Tier 2 Level 1, so that 
component of the rate remains at $0.06.  The district has 11 pennies in 2018-19 at the $31.95 
guarantee level.  The 11 pennies would be compressed to 7.285443  (11 × .662313).  The 
resulting tax rate of $1.09285443 for 2019-20 would be the M&O rate that would trigger a TRE. 

For districts with a tax rate of $1.04 and a compressed rate of $1.00 in 2018-19, the new Tier 1 
compressed rate would be $0.96, and the district would retain the 4 pennies in Tier 2 Level 2.   



For districts with a tax rate of $1.04 and a compressed rate of $0.98 in 2018-19, the new Tier 1 
compressed rate would be $0.96, and the district would retain only 4 of the current 6 pennies 
in Tier 2 Level 2.   

For districts with a tax rate of $0.98 and a compressed rate of $0.92 in 2018-19, the new Tier 1 
compressed rate would be $0.9408, and the district no longer have Tier 2 Level 2 pennies.  This 
particular aspect of the bill seems to be very fluid at the present time, and there may be 
changes that would allow districts to at least reach the Tier 1 standard local share rate of $0.96.  
A district with an adopted rate less than $0.96 is subject to reduction of the basic allotment and 
the local share of Tier 1. 

 

Formula Transition Grant 

For districts that lose revenue compared to the 2018-19 school year, the bill provides limited 
transition assistance.  The grant is actually stated in the bill as a loss of revenue per WADA, but 
because WADA has very different components in the new law compared to the old, we have 
been told this will be changed to be unweighted ADA.  In 2019-20, a district is eligible to receive 
a grant for the loss of revenue per ADA, calculated as the M&O revenue per ADA in 2018-19, 
not to exceed 125% of the state average M&O revenue per ADA, less the 2019-20 M&O 
revenue per ADA.  

 

The bill directs the calculation to include federal funds, but we have been told that was not the 
intent.  The grant amount would be reduced in 2020-21 and 2021-22, and eliminated in 2022-
23. 

 

Rollback / Ratification /TREs  

The bill removes the term “rollback” from §26.08 of the tax code, and substitutes the term 
“ratification” in its place.   

The bill moves TREs to “the next uniform date” that occurs after the election is ordered, and 
that allows enough time to comply with Election Code requirements.  For most districts, this is 
going to be the November uniform date following the tax rate setting.  However, the Election 
Code requires the election to be ordered at least 78 days prior to the uniform date, so it 
appears that tax rates must be set by as early as August 15 in some years in order to meet that 
requirement. 

The bill removes the calculation of the TRE trigger based on the tax rate that maintains state 
and local M&O revenue per student, and also removes the $1.04 cap that has been part of the 
calculation for the last several years.  For 2019-20 (tax year 2019), the M&O component of the 



rate that triggers a TRE appears to be the rate after applying the compression provisions, with 
no allowance for rate increases above that level without voter approval.  For 2020-21 (tax year 
2020), the wording of the bill describes the calculation of the maximum rate before requiring an 
election as the sum of $0.96, plus the compressed enrichment rate, plus potentially one penny, 
depending on the district’s 2019 enrichment rate. 

 

Other Issues 

The bill adopts a new minimum salary schedule for only classroom teachers that increases the 
schedule of minimums between 21% to 52% over the current statutory minimums.   

The bill directs the commissioner to approve district processes to designate teachers as 
“recognized”, “exemplary”, and “master”, and to include the designation on the teacher’s 
teaching certificate.  The bill suspends the 22:1 class-size limit for any teacher with such a 
designation. 

The bill repeals the current staff allotment of $500 for full-time and $250 for part-time staff. 

The bill requires that prekindergarten classes for eligible students who are at least four years of 
age be operated on a full-day basis, but only funds half-day attendance through the FSP. 

The bill creates a new grant that operate outside the Foundation School Program for blended 
learning programs. 

It also creates a new Enhanced Service Grant Program to supplement the resources available 
for students with a variety of disabilities or learning challenges; with these funds, their families 
can seek additional help outside the regular school setting. 

The bill creates an incentive program to extend the school year up to 30 instructional days for 
half-day attendance in grades PK-5. 


