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Introduction 

Erath County Solar, LLC (“Erath County Solar” or “Company”) has submitted an 

application to the Stephenville Independent School District (“SISD” or “District”) 

requesting a property value limitation on a proposed project, located within the school 

district boundaries, under Chapter 313 of the Texas Tax Code.  The proposed project is 

a solar electric generation facility in Erath County, TX. The company estimates that the 

total investment in this project will be in excess of $184 million. 

Local government entities in Texas, including school districts, rely heavily on the ad 

valorem property tax to fund operations and building projects.  Thus, the property tax 

burden that Texas imposes on individuals and business entities is higher compared to 

most other states.  Seeking to encourage economic development and to attract large 

scale capital investment, the 77th Texas Legislature in 2001 enacted House Bill 1200 

creating Tax Code Chapter 313, the Texas Economic Development Act.  The act as 

amended by the legislature in 2007, 2009, and 2013 now grants eligibility to companies 

engaging in manufacturing, advanced clean energy projects, research and 

development, clean coal projects, renewable electric energy generation, electric power 

generation using integrated gasification combined cycle technology, nuclear electric 

power generation and a computer center used primarily in connection to one of the 

other categories, or a Texas Priority Project.  Under the provisions of this law, the 

Stephenville Independent School District may grant a value limitation for maintenance 

and operation taxes in the amount of $30 million dollars for a period of ten years. 

The application calls for the project to be fully taxable for both M&O (maintenance and 

operation) and I&S (interest and sinking) during the 2023-24 school year.  Beginning 

with the 2024-25 school year, the value of the project would be limited to $30 million for 

M&O tax purposes and remain limited through the 2033-34 school year. The full value 

of the project will be taxable for debt service purposes using the I&S tax rate in all years 

of the agreement. 

 

 

 

 

 

 

 

Revenue Protection Payment to Stephenville ISD -                  $1,405,023 

Supplemental Payments to Stephenville ISD -                          $1,873,503 

Total Revenue to Stephenville ISD -                                          $3,278,526 

                                                

Total Tax Savings to Company after all Payments -                  $4,007,087 
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School Finance Mechanics 

The Texas system of public-school funding is based on the ad valorem property tax. 

Schools levy a tax rate for maintenance and operation (M&O) and interest and sinking 

(I&S) against a current year tax roll. As a result of House Bill 3, as passed by the 86th 

Texas Legislature, signed into law, and effective in relevant part, on September 1, 2019, 

State funding is calculated using current year property value, which is a significant 

change from prior law which has relied on prior year values as certified by the 

Comptroller’s Property Tax Division (CPTD), since 1993. However, for the purposes of 

districts with Tax Code Chapter 313 agreements and in accordance with Sec. 48.256 – 

LOCAL SHARE OF PROGRAM COST (TIER I), Subsection d - A revenue protection 

payment required as part of an agreement for a limitation on appraised value shall be 

based on the district's taxable value of property for the preceding tax year. 

Texas school districts are funded by some combination of local ad valorem property 

taxes and state aid. Most of the money that a school district generates through the 

funding formulas is generated in Tier 1. Local M&O collections at the compressed tax 

rate generate Tier I funding. In 2020-21, a school district’s Tier I revenue is the greater 

of the adjusted minimum target revenue amount or the state share of Tier 1 plus local 

M&O collections at the compressed rate.  The Tier 1 formulas start with a Basic 

Allotment per student of $6,160. Funding calculations use the number of students in 

average daily attendance, the number of students who participate in categorical/special 

programs, and adjustments for size, sparsity, and location determine a Total Cost of 

Tier 1. A Local Fund Assignment is determined by multiplying the district’s compressed 

tax rate by the current year property value. This formula determines the local ad 

valorem property taxes the district must collect in order to satisfy the district’s share of 

the Tier 1 cost. School districts that are relatively property wealthy per student fund 

most of the Total Cost of Tier 1 with local property taxes, while school districts that are 

relatively property poor per student receive most of the Total Cost of Tier 1 from state 

aid. 

Stephenville ISD is a relatively property low wealth district per student and so most of its 

M&O revenue is not generated from local ad valorem property taxes.  In attempting to 

provide some degree of funding equity among school districts, the formulas provide 

guaranteed yields for both Tier I (formula funding) and for Tier II (enrichment).  For 

those districts that generate local revenue in excess of entitlement amounts, the excess 

revenue is recaptured. Under prior law, recapture was a function of excess property 

wealth per weighted student.  The system continues to rely on both golden (greater of 

96th percentile of wealth up to 160% of basic allotment) and copper (equalized up to 

$49.28/WADA) enrichment pennies (Tier II tax rate). Under HB 3, districts can access 

up to 8 golden pennies. Copper pennies will be compressed in manner that generates 

the same revenue for the compressed number of pennies as were taxed under old law. 
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SISD currently has property wealth per weighted ADA that is less than the second 

equalized wealth level at $439,438 per weighted ADA.  Under prior law, SISD was 

considered a Chapter 41 district and might have paid recapture. The implementation of 

HB 3, altered Stephenville’s status in terms of being required to pay recapture. Erath 

County Solar is requesting that the value of the solar electric generation facility be 

limited to $30,000,000 in years one through ten of the agreement, corresponding to the 

2024-25 school year through the 2033-34 school year.  The full value of the project 

would be subject to interest and sinking (I&S) taxes levied by Stephenville ISD in all 

years of the agreement. 

Underlying Assumptions 

A forecast of the financial impact that the proposed value limitation will have on SISD’s 

future revenue is critical information that will be very useful to the district when making 

the decision to grant the limitation and for the district’s long range financial planning 

process. Analysis for this application covers the 2023-24 through the 2038-39 school 

years. 

The Revenue Protection Clause of the proposed agreement calls for the school district 

to be held harmless against any potential state and local maintenance and operation 

revenue losses as a result of the value limitation agreement. Revenue protection 

calculations are to be made using whatever property tax laws and school funding 

formulas are in place at that time in years one through ten of the agreement. This 

stipulation is a statutory requirement under Section 313.027 of the Tax Code. 

The approach used in this report was to predict 16 years of base data including average 

daily attendance, M&O and I&S tax rates, maintenance and operation (M&O) tax 

collections and current year (CAD) values and prior year (CPTD) values for each year of 

the agreement. For the purposes of this analysis, final 2019 CPTD values were used as 

well as and TEA estimates of 2020 T2 values. These values have been included in the 

base data illustrated in Table 1. 

To isolate the impact of the value limitation on the District’s finances over this 16 year 

agreement, average daily attendance and maintenance and operation tax rates were 

held constant at levels that were projected to exist in the 2020-21 school year.  An ADA 

of 3,378.68, a WADA of 4,778.69 and a 2021 compressed M&O tax rate of .9094 were 

used for each year of the forecast.  A tax collection rate of 100% is assumed in all of the 

calculations used in this analysis.  Comptroller preliminary values of 2020 T2 values 

were used in place of final T2 values which will not be available until summer of 2021. 

This value was used as the basis for subsequent current year (CAD) values in this 

report. Final 2019 T1, T2, T3 and T4 Comptroller Property Tax Division (CPTD) values, 

certified to school districts in late July, 2020, were used as a basis for predicting prior 

year (CPTD) values for each of the agreement years. 
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The proposed agreement calls for Stephenville ISD to be held harmless against 

potential state and local revenue losses that might occur as a result of the value 

limitation being in effect for any given year of the agreement.  In order to predict when 

and if these revenue losses may occur, a state and local revenue projection for the 

2020-2021 school year was completed to serve as base line data and is displayed in 

Table 2.  In any year of the limitation period where total state and or local funding with 

the full project value exceeds the total state and local funding produced when the limited 

value is used, a Revenue Protection Payment is indicated for that year.  The results of 

these calculations are illustrated in Table 3.  

 

Financial Impact on the School District 

Utilizing the assumptions and methodology described above, total maintenance and 

operation revenue was estimated for each year of the agreement. Table 3, which 

summarizes the difference between the two models, indicates that there will be a total 

revenue loss of $1.405 million over the course of the agreement.  The revenue loss by 

the district, due to the agreement, is estimated to be mostly in the first year of the value 

limitation period.     

 



                                                                                                                                                     
 

 

 

 
Stephenville ISD and Erath County Solar, LLC                                                                      9/20/2021 
Application #1599 
Page 6 of 8 

 

 

 

 



                                                                                                                                                     
 

 

 

 
Stephenville ISD and Erath County Solar, LLC                                                                      9/20/2021 
Application #1599 
Page 7 of 8 

 

Financial Impact on the Taxpayer 

The terms of the proposed agreement call for the maintenance and operation (M&O) 

value of the project to be limited to $30 million starting in school year 2024-25 and 

remaining limited through school year 2033-34.  The potential gross and net tax savings 

to Erath County Solar are shown in Table 3.  As stated earlier, an M&O tax rate of 

$.9094 and a collection rate of 100% is used throughout the calculations in this report.  

Table 3 shows gross tax savings due to the limitation of $7.29 million over the length of 

the contract.  Net tax savings are estimated to be $5.88 million. To estimate 

supplemental payments to the school district of $100 per ADA, a growth model was 

applied to the base ADA of 3,378.68, which was the projected ADA for SISD for the 

2020-21 school year.  SISD’s growth rate for the last 10 years has averaged less than 

1% which is also reflected by demographic studies. 

 

Facilities Funding Impact on the District 

Reports submitted by Erath County Solar show the full value of the property being 

depreciated over time.  Even so, the full value of the project will be available to the 

district for I&S taxes and will enhance the district’s ability to service current and future 

debt obligations.    While the project is expected to provide additional employment 

opportunities in the area, the impact on student enrollment is predicted to be minimal. 

 

Conclusion 

The Erath County Solar project proposed in this application will benefit the community, 

the district, SISD, and the taxpayer, Erath County Solar.  The community will receive 

economic development, the taxpayer will enjoy savings on property taxes and the 

district will be held harmless from revenue loss due to the provisions of the agreement.  

The district will also enjoy an increased value available for I&S tax collections dedicated 

to debt service that can be leveraged to provide first class facilities for faculty and 

students. 

Remember that the Texas Legislature could take additional action that could potentially 

change the impact of this agreement on the finances of Stephenville ISD and result in 

estimates that differ significantly from the estimates presented in this analysis. Some of 

the factors that could significantly change these estimates are legislative or 

administrative changes by the Texas Legislature, the Texas Education Agency or the 

Comptroller of Public Accounts.  Those changes could contain changes to the school 

finance formulas, property value appraisals and tax exemptions.  Other factors which 

could change, and will impact the estimates of this agreement, include changes to 

property values, district tax rates and student enrollment.  



                                                                                                                                                     
 

 

 

 

 

 

 

 

 


