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SUBJECT: Changing the rollback tax rate calculation for certain school districts 

 

COMMITTEE: Ways and Means — committee substitute recommended 

 

VOTE: After recommitted: 

9 ayes — D. Bonnen, Y. Davis, Bohac, Darby, Murphy, Murr, Shine, 

Springer, Stephenson 

 

0 nays 

 

2 absent — E. Johnson, Raymond 

 

WITNESSES: March 22 hearing: 

For — Missy Bender, Plano ISD; Sandy Hughey, Texas Association of 

School Boards; Thomas Canby, Texas Association of School Business 

Officials; (Registered, but did not testify: Mark Wiggins, Association of 

Texas Professional Educators; Julie Cowan, Austin ISD Board of 

Trustees; Michelle Smith, Fast Growth School Coalition; Ellen Williams, 

Houston Independent School District; Seth Rau, San Antonio ISD; Mike 

Motheral, Small Rural School Finance Coalition; Barry Haenisch, Texas 

Association of Community Schools; Amy Beneski, Texas Association of 

School Administrators; Thomas Canby and Nicole Conley, Texas 

Association of School Business Officials (TASBO); Colby Nichols, Texas 

Rural Education Association; Christy Rome, Texas School Coalition; 

Dale Craymer, Texas Taxpayers and Research Association; Dwight 

Harris, Texas AFT; Drew Scheberle, Greater Austin Chamber of 

Commerce; Joseph Green, Travis County Commissioners Court) 

 

Against — None 

 

On — (Registered, but did not testify: Sacha Jacobson) 

 

BACKGROUND: Following a 2005 school finance ruling from the Texas Supreme Court, 

the 79th Legislature, 3rd Called Session, in 2006 enacted HB 1 by 

Chisum, which required districts to lower their maintenance and 

operations (M&O) tax rates by one-third. For a district taxing at the then 
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maximum $1.50 per $100 property valuation, its compressed tax rate 

dropped to $1.00 in the 2007 tax year. 

 

HB 1 allowed districts to raise their M&O tax rates above the compressed 

rate by 4 cents per $100 valuation. Voter approval is required for a district 

to adopt a higher tax rate, up to the maximum allowable tax rate of $1.17 

for most districts.  

 

The tax rate that a school district may not exceed without holding an 

election is known as the "rollback" tax rate. Tax Code, sec. 26.08(n) 

provides two methods of calculating the rollback tax rate of a school 

district whose M&O tax rate for the 2005 tax year was $1.50 or less per 

$100 of taxable value. 

 

DIGEST: CSHB 486 would add a new method of calculating the rollback tax rate of 

school districts whose maintenance and operations (M&O) tax rate for the 

2005 tax year was $1.50 or less per $100 of taxable value and whose 

adopted tax rate was approved at an election in the 2006 tax year or 

subsequently. 

 

The bill would calculate the rollback tax rate for those districts as the 

higher of the amount under current law or the sum of the highest M&O 

tax rate adopted by the district’s voters in the 2007 tax year or since, plus 

the district's current debt rate. 

 

The new calculation would apply only to a district that had adopted a tax 

rate equal to or higher than the rollback tax rate for any tax year in the 

preceding 10 tax years. 

 

The new calculation would not apply to a district if all of the following 

conditions were met: 

 

 in the 2007 tax year or a subsequent tax year before 2016, voters 

approved the district's adoption of an M&O tax rate higher than the 

district's compressed tax rate plus 4 cents; 

 for tax year 2016, the district adopted a M&O tax rate that was 
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lower than the tax rate amount approved at the aforementioned tax 

election and higher than the compressed tax rate plus 4 cents; and 

 the adopted tax rate had not been approved at an election since the 

2016 tax year. 

 

The bill would take effect January 1, 2018 and would apply to a district's 

tax rate beginning with the 2018 tax year. 

 

SUPPORTERS 

SAY: 

CSHB 486 would allow certain school boards to lower their maintenance 

and operations (M&O) tax rates if warranted by financial conditions and 

later to return to the previous maximum tax rate set by voters. Under 

current law, a district that reduces its tax rate and subsequently decides to 

raise it back to the level previously approved by voters must hold another 

tax ratification election (TRE). Concerns about the cost and uncertainty of 

a new TRE prevent some districts from lowering their tax rates during a 

year or years when they may have surplus revenue. 

 

The bill would phase in the new tax rate flexibility by requiring that 

districts that previously had adopted a lower tax rate than the amount 

approved by voters would be required to hold another TRE before raising 

their rate to that previously approved level.  

 

The tax rate flexibility provided by the bill would allow districts to 

provide property tax relief without risking the loss of voter authority to tax 

at a higher rate if needed during a subsequent year. For instance, a district 

that lowered its tax rate one year might want to return to the higher tax 

rate the next year due to costs incurred opening a new campus or to cover 

another expense. The ability to adjust tax rates up and down as financial 

conditions warrant could help school boards respond to fluctuations in 

property valuations and state appropriations.   

 

In addition to the costs and staff time involved in holding a TRE, voters 

may be confused when they are asked to ratify a tax increase that was 

previously approved. The bill would retain tax rate transparency because a 

school board could not raise taxes above the level previously supported by 

voters. 
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Voters concerned about the accountability for school board tax rate 

decisions could hold school trustees accountable during regular school 

board elections. Objections that property-wealthy districts could use the 

flexibility to reduce recapture money they owe under the state's wealth-

equalization laws are outweighed by the value of property tax relief HB 

486 would provide. 

 

OPPONENTS 

SAY: 

By allowing a school board to lower rates after holding a TRE and to later 

raise them without holding a new TRE, CSHB 486 could lead to higher 

tax rates. At a time when school property taxes are increasing in much of 

Texas, it is important for school boards to remain accountable for their tax 

rate decisions.   

 

Some property-wealthy districts could use the tax rate flexibility provided 

by the bill to influence the amount of recapture money they paid to the 

state. This could result in less overall revenue for school funding. 

 

NOTES: According to the Legislative Budget Board (LBB), the financial impact of 

CSHB 486 cannot be estimated because it is unknown how many school 

boards would lower their tax rates due to the additional flexibility. 

According to the LBB, the bill could result in higher school tax rates in 

some instances and a financial gain to affected districts. 

 

A companion bill, SB 1267 by L. Taylor, was reported favorably by the 

Senate Education Committee on April 26 on appears on today's intent 

calendar in the Senate.      

 


