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43.7 percent of the total Foundation School Program spending in 2016 to 38
percent in 2019. Or that the state covered 48.5 percent of the total as recently as
2008 — ten years ago.

Spending from state tax dollars is down. Spending from local tax dollars is up.
According to the Legislative Budget Board (LBB), local spending in 2008 was 51.5
percent of total local-state education spending. In 2019, it’s 62 percent. In addition,
local spending is rising $6.9 billion from the 2016-17 biennium to the current 201819 biennium. The state’s part dropped $1.1 billion from the first two-year budget to
the second.
How did this happen?
Rising property valuations drive tax increases. Property valuations in Texas are
unlike those in most states. Annual increases in property values raise the property
taxes for property owners statewide.
County governments do have the authority to offset the impact of higher property
values by lowering the property tax rate, but in most cases they need more tax
revenue to support the growth in the state’s economy and its rapid population
growth, which in turn increases the demand for everything from housing to roads
to schools to public infrastructure, and, most notably, to healthcare.
That demand means local governments cannot pull back on tax rates when the
assessed value of property the rises. This results in a property owner’s taxes going
up even when the rate stays the same.
How does the funding get to Texas public schools?
Funding our schools is a shared responsibility between the state and local property
tax payers. State formulas determine how much total funding each school district is
allowed to have. The goal is to ensure that a student's ZIP code doesn’t determine
his or her educational opportunities. School districts first use local tax dollars
toward meeting this allowable amount, then if a district is unable to raise the
allowable funding level locally, because it doesn’t have a wealthy enough property
tax base, then state dollars fill the gaps. However, if a district is able to generate
more funding locally than allowed by the state’s formulas, then the excess property
tax revenue collected locally is “recaptured” or sent back to the state for
redistribution to other school districts and charter schools.
Due to the continued rise in property values in many parts of the state, school
districts are increasingly able to meet their allowed funding levels with less help
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from the state. An important part to the state formula…When local taxes go up, the state contributes less, meaning
local property taxpayers will contribute $12 billion more in 2019 than the state does to support our schools.
Again, when property values rise across Texas, property taxpayers see the amount they pay in property taxes increase
each year. However, rising property taxes has not resulted in a corresponding increase in the level of funding or the
quality of education at local schools. Conclusion: the state budget benefits from rising property values while students
and teachers see no additional funding benefit.
Money in education matters. Well-funded schools can offer high-quality teachers, reduce class sizes and provide
computers, art studios and science materials. Teacher quality is often cited as having the largest impact on student
success, but even the best trained and most dedicated teachers struggle to be effective in over-crowded classrooms.
Boosting teacher training, updating classroom technology and reducing classroom sizes all require better and more
sustained funding.

Another component in the public education funding equation is the Texas Comptroller. The State of Texas allocates
state funds to school districts based upon the district’s appraisals, as tested and modified by the state comptroller of
public accounts. Third Party -- Section 5.10 of the Texas Property Tax Code requires the comptroller to conduct a
study at least once every two years to determine the degree of uniformity and the median level of appraisals by the
appraisal district within each major category of property. The property value study looks at market values statewide
and declares a standard that appraisal districts must meet. If the appraisal district meets the comptroller’s standard,
the appraisal district certifies the local value to the education commissioner in order to calculate a district’s share of
state funding. If the Comptroller finds that a school district’s property is not appraised at fair market value, it
“invalidates” the district’s local value and substitutes its estimate of the district’s value, “state value.” The preliminary
results of this study are released in January following the year for which the study is conducted. Final results are then
certified to the Education Commissioner of the Texas Education Agency (TEA) in July and used by TEA when
submitting its biennial budget request to the Texas Legislature.
For example, TEA’s Legislative Appropriation Request (LAR), submitted in preparation for the 86th session legislative
budget, asked for nearly $1.5 billion less for the foundation school program due to increases in local property taxes
covering the cost. In writing, TEA informed lawmakers, "Property values, and the estimates of local tax collections on
which they are based, shall be increased by 6.77 percent for tax year 2019 and by 6.77 percent for tax year 2020."
When the 85th Legislature adopted 2017-2018 TEA budget, it was written, “Property values, and the estimates of local
tax collections on which they are based, shall be increased by 7.04 percent for tax year 2017 and 6.77 percent for the
tax year 2018.”
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When the 84th Legislature adopted the 2015-2016 TEA Budget, it was written, “Property values, and the estimates
of local tax collections on which they are based, shall be increased by 4.56 percent for tax year 2015 and by 6.18
percent for tax year 2016.
When the 83rd Legislature adopted the 2013-2014 TEA Budget, it was written, ““Property values, and the estimates
of local tax collections on which they are based, shall be increased by 4.77 percent for tax year 2013 and by 4.03
percent for tax year 2014.
When the 82nd Legislature adopted the 2011-2012 TEA Budget, it was written, “final tax year 2010 property values.”
The 86th Legislature’s appropriations bill (HB 1) in its latest form for the 2019-2020 TEA Budget states “Assumed
increases in property values, and the estimates of local tax collections on which they are based, as estimated by the
Comptroller of Public Accounts, of 6.19 percent for tax year 2019 and by 4.07 percent for tax year 2020, in the
State’s Budget. In addition, new language was also added to the Foundation School Program Funding. It states, “In
addition to funds appropriated above, the Foundation School Program is funded with local school district tax
revenue. Local school district tax rates are adopted by locally elected school board trustees. Local school property tax
rates are not set by the Legislature.”
Who is responsible for high property taxes?
With the fight surrounding property tax reform and
the finger pointing at who is to blame, some local
governments have interpreted this informational
rider written into the state budget as the Texas
Legislature dictating the tax rate. The Legislature
has responded that this information is only an
estimate of what school districts need to do since
local revenue helps determine state speeding on
education.
The Legislature has also publicly stated that Local
property tax rates are set by locally elected officials
and not determined by this informational rider in
the state budget. School finance formulas dictate
that local property tax revenue go into the system first, with state funding added on top. This has been the case since
the 1940s. Thus, Local property tax collections dictate the state’s share of education funding. However, local public
education spending, and the property taxes that fund it have risen over the last decade as the state’s share of public
education has fallen. Legislative members have also stated that state spending in the 2018-2019 budget is $5.8 billion
more than it was in the previous two-year budget, according to the Legislative Budget Board. But, again, due to the
continued increase in the number of Texas school kids, state spending per student has fallen even as total state spending
has risen.
So, who is to blame for the increasing burden on local taxpayers? Local governments?? State lawmakers??? All of the
above???? Local governments do levy property taxes, but when the state stops paying its share, locals government have
to find the money somewhere, and the gap is being closed by taxing property owners.

Property Value Study Case Study – Paint Rock ISD
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In 2016, Paint Rock ISD (PRISD) appealed the Comptroller’s
Property Value Study in an attempt to lower Property Taxes for
local residents. The appeal challenged that the Comptroller
assessed the values of properties within PRISD too high
compared to the actual “market values” of those properties.
Per Texas state law, property is supposed to be assessed at
“market value”, which basically means what it will sell for. The
amount of an individual’s property tax bill is equal to the amount
of the local taxing entities “tax rate” times the value of their “property assessment”. For example, at the time, the
PRISD tax rate was $1.44 per $100 valuation. The PRISD has not increased this “tax rate” in nearly 8 years. So, a
$100,000 home inside the PRISD boundaries (that does not have a veterans or homestead exemption) would pay
$1,440 a year is PRISD school taxes. A $50,000 home would pay $720 a year in PRISD school taxes.
In 2016, the local Concho County Appraisal District (CCAD) assessed the values of all property within the PRISD
boundaries at $73,496,690. However, the Comptroller’s office valued that same land at $86,471,908. The $13 million
difference was a major concern to the schools, taxing entities, and tax payers of northern Concho County. The
difference in valuations was an improvement over the gap that also existed in 2014 and 2015. However, in those
years, the Comptroller’s Office and Texas Education Agency gave a reprieve to PRISD, just as they did for to Eden
CISD. PRISD asked for a reprieve again in 2016, but those appeals were unsuccessful.
The State said that local property assessments should be increased, so that the figure generated by the Concho
County Appraisal District (CCAD) becomes similar or nearly equal to that of the Texas Comptroller’s Office. When a
denial occurs, the local appraised land values have to be increased significantly over a short period, which in turn
means significant increases in property valuations, as well as corresponding increases in the overall tax payments for
local taxpayers. Appeal denials also mean TEA takes away some of the matching funds received from the state
because the local property tax assessments (in this case Concho County Appraisal District figures) were not within five
to ten percentage points of the figures generated by the Comptroller’s Office.

ARCIT Legislative Drive-In a Success!
Thanks to everyone that was able to attend the Legislative Drive-In! Attendees heard from Rep. Ben Leman (Iola),
Rep. Mary Gonzalez (El Paso), Rep. Trent Ashby (Lufkin), Rep. Dewayne Burns (Cleburne), and Dan Hunter, Assistant
Commissioner, with the Texas Department of Agriculture. Topics discussed included property tax reform, school
finance, under-funded/unfunded mandates, tax abatements, redistricting, eminent domain/private property rights,
high speed rail and hemp production. There was also some discussion in regard to charter schools and how they are
funded in Texas.

- Although the state portion of education funding has been noted at 38%, that it is really only 26% - The
difference goes to fund charter schools.
- The amount of state funding to charter schools has increased by 640% from $300 million in 2000 to over $2.2
billion in 2017.
- The state’s charter obligation has surpassed the amount of recapture (Chapter 41) collected. Charters
received over $2.2 billion in state revenue funds in 2017, and recapture payments to the state totaled over
$1.7 billion. Local taxpayers bear the financial obligation of funding charter schools.

Information Obtained at ARCIT Conference Leads to Member Success!

Page 5

Neal Bess, Jr. with the Sweeny EDC attended an ARCIT annual conference and heard about USDA loan programs that
could possibly finance a new hospital. Fast forward….In March of this year, Sweeny Hospital District’s USDA loan
application was approved to finance the new facility. The total building space of the new hospital would cover
approximately 123,000 square feet. It is estimated the time to build the new hospital will take around 22 months.
The $36 million loan by USDA would allow for a new hospital to be built on already acquired land and repaid over a
40 year period. Since the time of its opening in 1965, Sweeny Community Hospital has continued to grow and expand
its services offered to the West of the Brazos Community. Sweeny Community Hospital is a 24-hour critical access
hospital providing both inpatient and outpatient healthcare services. Licensed for 20 inpatient beds, Sweeny
Community Hospital serves as a Level IV Trauma Center, hosts The Fountains Assisted Living Center, has a dedicated
surgical suite, and over a dozen outpatient clinical services.

Van EDC Saves Money by Refinancing Texas Leverage Fund Loan
The Van Economic Development Corporation (VEDC) of Van, Texas announced the refinancing of a Texas Leverage
Fund Loan, with Government Capital Corporation being selected as the financing partner for this transaction
Charles West, City Administrator commented, “Today’s financial market has municipalities searching for ways to
reduce costs. The refinancing options provided by Government Capital Corporation saved money and allowed our
Economic Development Corporation to convert a monthly floating rate loan to a fixed rate loan, thereby reducing
our risk of future interest rate rises.”
Stephanie Cates, Client Services Vice President stated, “It was a pleasure working with Van Economic Development
Corporation. We take great pride in assisting Texas Economic Development Corporations in meeting their objectives
and project goals.”
About Van Economic Development Corporation
Van Economic Development Corporation is a Type B Development Corporation located an hour east of the DFW
Metroplex along the I-20 corridor. With a population over 2,600, the City of Van is proud of their Mayberry-like
character, offering a traditional down-home quality of life. For more information, visit www.vantx.com.
About Government Capital Corporation
Government Capital Corporation is a leading public finance firm providing professional financial services to all local
governmental entities. Since its founding in 1992, the company has successfully completed thousands of project
financings in Texas and across the nation. For more information, visit www.govcap.com.

CONTACT:
Van Economic Development
Corporation 4B
Charles West, City Administrator &
Van EDC Director Phone:
903-963-7216
Email: cwest@vantexas.org
Website: www.vantx.com

CONTACT:
Government Capital Corporation
Stephanie Cates, Client Services Vice President
Phone: 817-722-0214
Email: stephanie.cates@govcap.com
Website: www.govcap.com

Upcoming ARCIT Events
Register NOW for the 2019 ARCIT Annual Conference!
By registering by June 28th for the conference you can save $65 AND
be eligible to receive 1 of 3 - $100 bills
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The Legalization and Production of Hemp in Texas
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The passage of federal 2018 Farm Bill authorized states to create regulations governing the production of hemp.
However, before industrial hemp can become legal to grow or cultivate in Texas, the Texas Legislature must pass laws
to establish the regulations. This includes making changes to state statute so agencies can establish administrative
rules before hemp production can begin.
Industrial hemp and marijuana are the same plant species; however, hemp is different from marijuana. Although
both a form of cannabis, hemp does not contain the psychoactive principle THC found in marijuana, so it cannot get
an individual high. As a crop, hemp versatile with seemingly endless possibilities. It has a high-quality fiber that can be
used for everything from auto parts to even some pretty high-tech applications. The buds (all female) of Indica lines,
which produce psychoactive tetrahydrocannabinol (THC), are used as a drug. Industrial hemp has low levels of THC
and higher levels of cannabidiol (CBD), which has popularity as an oil. Regulatory definitions state that to be
approved as industrial hemp, THC levels must not exceed 0.3%. This THC level has no measurable or noticeable
narcotic effect. In contrast, narcotic cannabis has been bred to have high levels of THC, often above 10%.
Under current law in Texas, the only way to farm cannabis is through the Texas Compassionate Use Program. The
state's Compassionate Use program, launched in 2015, authorizes patients with unmanageable epilepsy and two
doctor's prescriptions to buy cannabis-based medicine with up to 0.5% of THC. Three companies possess state
licenses to grow marijuana, produce and vend the low-THC medication. The program allows patients with intractable
epilepsy to be prescribed low-THC cannabis and allows farmers with the correct license to dispense it. Otherwise,
cannabis and its by-products are illegal in Texas.
The Texas Legislature will specifically have to decriminalize hemp and remove it as a controlled substance from the
Texas Penal Code. It will also have to authorize a state agency, most likely the Texas Department of Agriculture (TDA)
to operate the program. If authorized by the Legislature, the authorized agency will create rules regarding licensing,
production, testing, seed certification and other oversight as necessary, as well as get approval by the US Secretary of
Agriculture.
There have been several industrial hemp bills
filed in the Texas House and Senate this
session. SB 1240, filed by state Sen. Charles
Perry, Lubbock, improves alignment with
requirements in USDA’s 1946 Agricultural
Marketing Act. The bill also better addresses
topics such as defining licensing fees,
reporting, etc. It would also require a farmer
to go through a background check, obtain a
license, and have a third party test their crop
(within 20 days of harvest) to ensure that THC
levels stay very, very low. Anyone who abuses
the system could have their crop destroyed
and lose their license. Also, any individual
convicted of a felony within the past 10 years
involving a controlled substance, would be
ineligible for licensing. Field inspections would
be random. If third party testing reveals THC
levels >0.3% then the crop must be destroyed.

State Laws Related to
Industrial Hemp

Why Small Schools Are Important
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Schools are a crucial part of any rural community and its development, and public policy should recognize the
importance and need for schools in rural communities. State education policy should support schools that are
community-based and small in scale, and that achieve local, as well as state goals and standards of quality education.
Small schools often have higher graduation rates, better participation of students in a variety of activities and higher
achievement than their larger counterparts. In addition, for most children, smaller schools are better.
The benefits of a small school go far beyond academic achievement and test scores. Small schools present unique
opportunities for social emotional growth, relationship building, and high expectations both in and out of the
classroom.
Students at small schools develop strong relationships with their peers and their teachers in an environment where
they are known and appreciated as a whole person. The close peer relationships help students in small schools feel
safe and included, regardless of differences. In addition, strong student-teacher relationships help students feel
comfortable taking risks both academically and socially and can lead to greater social-emotional development.
Studies have shown that when kids feel safe emotionally to make mistakes, they know that the support is there to
help them recover.
Small schools are able to tailor instruction to meet the needs of individual students while also encouraging all
students to meet higher expectations. When class sizes are small, teachers are able to better know the academic
strengths and weaknesses of each of their students and tailor their instruction accordingly. Also, teachers are able to
provide the supports students need to meet required expectations by collaborating with colleagues, maintaining
consistent professional development, and having regular contact with parents.
Small schools also foster citizenship, leadership, and social emotional skills through increased student engagement.
Students at small schools are more likely to be highly engaged in their school community, leading to a sense of
personal responsibility for the community. Community service and personal accountability also tend to be more
prevalent in small schools and students at small schools generally have more opportunities to participate
in clubs, athletics, and the arts, allowing them to develop overall leadership skills.

Sharing Best Practices
Sharing best practices is an excellent way to improve the performance and productivity of an organization. Sharing
best practices can help organizations fill knowledge gaps, improve efficiency, encourage leadership, and more.
ARCIT wants to make it as easy as possible for our members to connect, collaborate, and share directly with other
members. There is a plethora of of untapped subject matter experts within our ARCIT membership. Does your
county, city, EDC/CDC or chamber have a successful way of doing something? If so, we would love to share it with
other ARCIT members. Contact Kris at kris@arcit.org and let us know your best practice to be featured in an
upcoming newsletter!

SPONSOR SPOTLIGHT!

Page 9

Grantworks, Inc.
2201 Northland Drive
Austin, Texas 78756
Austin Main Telephone (512) 420-0303
Austin Toll-Free (855) 420-4444
Austin Main Fax (512) 420-0302
Disaster Recovery Telephone (713) 252-5872
http://www.grantworks.net/

Since its founding in 1979 in La Porte, Texas, GrantWorks has grown to become the largest
firm in Texas dedicated principally to managing state and federal development programs.
GrantWorks has secured and managed more than $1.3 billion in grant funding for 300+ local government clients. A
grant management firm specializing in state and federal grant programs covering infrastructure, economic
development, housing, and planning services. Clients include city, county, and state governments, non-profit
organizations, and public housing authorities.
Grantworks provides grant administration services under the Community Development Block Grant (CDBG) and
Disaster Recovery, Texas HOME, TxDOT Safe Routes to School, GLO Coastal Impact Assistance and Coastal
Management programs, Texas Parks & Wildlife recreational programs, and Energy Efficiency and Conservation Block
Grants.
Disaster Recovery is a key focus for GrantWorks, assisting local governments in developing CDBG disaster recovery
applications and administering projects to address housing and infrastructure impacted by federally-declared
disasters.
GrantWorks is committed to providing your community with high quality grant management services at a reasonable
cost.

PRIVATE COMMUNITY SPONSOR SPOTLIGHT!
El Campo City Development Corporation
Carolyn Gibson, Executive Director
PO Box 706
El Campo, TX 77437
Phone: 979.543.6727
www.elcampoeco.org

“Close Enough…Away, RELOCATE Today”
The City Development Corporation, El Campo's full-time economic development agency, is dedicated
to the creation of jobs for our citizens through the attraction, retention, and expansion of businesses.
City Development Corporation is a 4A corporation funded by sales tax to assure a continuous revenue
stream dedicated to improving the local economy.
The mission of the City Development Corporation of El Campo is to promote economic development
and growth in El Campo while protecting the unique quality of life that exists in the community.

Private Community Partners
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Local Partners who Love Rural Texas & Their Community
Do you know one?

Do you have a private business in your community who wants to partner with ARCIT? If so they may want to join
ARCIT as a Private Community Partner! This is any business in your community that wants to collaborate with rural
communities and receive information from ARCIT and our members. Please ask that local business to join forces
with ARCIT to help preserve YOUR community and to fight for rural and small communities in Texas.
Private Community Partners (PCP) are specific to a community. These private community partners are a business in
a community supporting rural and smaller communities and the issues impacting those communities. PCP’s may
include large and small businesses, community and civic organizations, faith-based organizations, schools, colleges
and universities, regional government organizations located in a rural or small community.
Private Community Partners are integral parts of the communities in which they live and work. They are cognizant of
how their decisions may impact their neighbors and tend to be involved in the community. A private community
partner benefits the local economy, personal relationships and helps build the community for the better.
Collaborating with PCP’s is becoming increasingly important as the threat of removing local control by the legislature
becomes more prominent. There is power in numbers when seeking answers to a particular problem or set of
problems, so working with local businesses in your community can be significant and long-lasting, and ARCIT wants
to work with those leaders in your community.
If you know of a business passionate about your community and would like to be part of our organization, please
contact Kara at kara@arcit.org. We would love to welcome them to the ARCIT family and be part of the
conversations occurring at the state and federal level that ultimately impact YOUR community.

Private Community Partners of ARCIT!

El Campo CDC and First State Bank are ARCIT Private Community Partners.
Which business in your community may be interested in joining ARCIT?
Contact Kara at kara@arcit.org for more information
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Member Resources

McLane Intelligent Solutions)
(866) 551-4628
info@mclaneintel.com
www.mclaneintel.com

Public Management
http://www.publicmgt.com/contact
281-592-0439

Friend of ARCIT

Corporate Office
345 Miron Drive
Southlake, Texas 76092
Phone: 817 - 421-5400
Phone: 800 - 883-1199
Fax: 817 - 488-8477
https://www.govcap.com/

Texas Central Rail
https://www.texascentral.com/contact/

2200 Magnolia Ave. South, Suite 100
Birmingham, Alabama 35205
+1 205.314.0386
info@retailstrategies.com
https://www.retailstrategies.com/

Locations in Texas, Louisiana, Oklahoma and New
Mexico
http://ksaeng.com/contact

