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 Notes on This Manual 
Although this manual provides information to anyone with an interest in districts with local revenue 
levels in excess of entitlement (a.k.a. “excess local revenue” or “recapture”) as defined by the Texas 
Education Code (TEC), Section 48.257, it is designed primarily for school districts that are subject to the 
provisions of TEC, Chapter 49. It reflects the procedures the agency uses in administering Chapter 49’s 
provisions. 

Disclaimer: Although this manual provides information to anyone with an interest in Chapter 49 of the 
TEC, it was designed primarily to reflect the processes and procedures to be used in the administration 
of the provisions of Chapter 49 and to outline the fiscal, procedural, and administrative requirements 
that districts with local revenue levels in excess of entitlement must meet. This manual does not 
calculate excess local revenue (recapture). Recapture reports are available through the TEA School 
District State Aid Reports web page at 
https://tealprod.tea.state.tx.us/fsp/Reports/ReportSelection.aspx. 

Unless stated otherwise, in this manual, your district refers to a district with local revenue levels in 
excess of entitlement. 

The manual provides the following: 

�x an annual calendar with critical deadlines

�x background information on recapture

�x

https://tea.texas.gov/About_TEA/Other_Services/Secure_Applications/TEA__Secure_Applications_Information
https://tea.texas.gov/About_TEA/Other_Services/Secure_Applications/TEA__Secure_Applications_Information
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 Significant Changes 
The following table briefly describes the significant changes from the 2021–2022��manual. The table 
does not include all changes made to the manual. 

Significant Changes in the 
Options and Procedures for Districts with Local Revenue in Excess of Entitlement 

2022–2023 School Year 

Change Section Affected 





Texas Education Agency

https://tealprod.tea.state.tx.us/fsp/Reports/ReportSelection.aspx


https://www.sos.state.tx.us/elections/voter/2019-important-election-dates.shtml
https://www.sos.state.tx.us/elections/voter/2019-important-election-dates.shtml
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 commissioner will order the detachment of property under Chapter 49, 
Subchapter G, specifying the portion of the taxable value of the property to 
be detached or annexed or the commissioner will order consolidation under 
Subchapter H. The commissioner will notify the affected school districts and 
appraisal districts of this decision as soon as practicable after this date, but 
by May 31, 2023. 

December 1, 2022 December 1 is the deadline for reporting election results for a district with 
local revenue levels in excess of entitlement that held an election during fall 
2022: The district must notify the State Funding Division of the option(s) 
selected by voters by sending a certified copy of the school board minutes 
showing a canvass of election results. The certified copy must be postmarked 
and mailed by this deadline. 

The commissioner will order detachment and annexation under Chapter 49, 
Subchapter G or consolidation Subchapter H, for a district whose election did 
not pass as soon as practicable after this date, but by May 31, 2023. The 
commissioner will begin analyses of parcel data to determine the method by 
which the commissioner will reduce the district’s local revenue level, 
specifying the portion of the taxable value of the property to be detached or 
annexed. 

January 13, 2023 Estimated date preliminary certified property values for tax year 2022 are 
provided by the Texas Comptroller’s Property Tax Assistance Division (PTAD). 

January 13. 2023 January 13 is the contract deadline* for all contracts. Contracts must be 
submitted via the Excess Local Revenue subsystem of the online FSP System or 
mailed and postmarked by this deadline. 

*Note: A contract submitted or mailed after the deadline of January 13, 2023, 
will be considered delinquent. 

January 13, 2023 Supporting documentation deadline: A district with local revenue levels in 
excess of entitlement must submit all other 2022–2023 supporting 
documentation, including the CAD Cost, District Partner Data & Payment 
Options via the Excess Local Revenue subsystem of the online FSP System. If a 
district with local revenue in excess of entitlement wants to receive a 
reduction in its recapture cost for county appraisal district (CAD) costs for 
2022–2023, the district must report CAD costs. A CAD cost reduction is granted 
automatically as long as a district submits CAD costs by the January 13 
deadline. 

January 13, 2023 A district must notify the commissioner if the district chooses to purchase 
attendance credit in equal monthly payments beginning February 15 through 
August 15 or in one lump-sum payment not later than August 15. 

January 31, 2023 January 31 is the approximate date for revised Cost of Recapture Reports for 
2022–2023 to be available to districts with local revenue levels in excess of 
entitlement. 
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January 31, 2023 January 31 is the approximate date for the Option 3 Payment Report to be 
available to districts with a local revenue levels in excess of entitlement. 

February 15, 2023 For districts selecting the monthly payment option, the first payment for 2022–
2023 is due from districts with excess local revenue to the state (Option 3) 
and/or to the partner district(s) for districts exercising Option 4. 

March 1, 2023 A district must submit any revised CAD costs for 2021–2022 by this date. A 
district that does not submit its 2021–2022 CAD costs by this date will not 
receive a CAD cost reduction for 2021–2022. 

March 15, 2023 For districts selecting the monthly payment option, the second payment for 
2022–2023 is due from districts with excess local revenue to the state (Option 
3) and/or to the partner district(s) for districts exercising Option 4. 

April 14, 2023 For districts selecting the monthly payment option, the third payment for 2022–
2023 is due from districts with excess local revenue to the state (Option 3) 
and/or to the partner district(s) for districts exercising Option 4. 

April 14, 2023 April 15 is the approximate date for the 2021–2022 final Summary of Finances 
report to be made available through the TEA School District State Aid Reports 
web page at https://tealprod.tea.state.tx.us/fsp/Reports/ReportSelection.aspx. 
Districts with Option 4 contracts for 2021–2022 must submit changes to the 
amount of prior-year (2021–2022) attendance credit purchased via the Excess 
Local Revenue subsystem of the online FSP System within 30 days after the 

https://tealprod.tea.state.tx.us/fsp/Reports/ReportSelection.aspx
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 Section 1: Background Information  
This section provides background information about Chapter 49 of the Texas Education Code (TEC) and 
how school districts are affected by this chapter. 

 
 

What is Excess Local Revenue (Recapture)? 
TEC makes provisions for certain districts with excess local revenue to pay funds into the Foundation 
School Program for distribution to other districts. Districts with local revenue that exceed the levels 
provided by Section 48.257 are subject to the provisions in TEC, Chapter 49. The funds that are 
distributed by districts with local revenue in excess of entitlement are “recaptured” by the school 
finance system to assist with the financing of public education for all school districts. 

 
 

https://statutes.capitol.texas.gov/Docs/ED/htm/ED.48.htm
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reduce its revenue level in accordance with TEC, Chapter 49 to a level not to exceed the district’s 
entitlement under Section 48.266(a)(1) less the district’s distribution from the state available school fund. 
On or before approximately July 15 of each year, the TEA officially notifies school districts that will be 
subject to these provisions in the following school year. If is it determined that a district has a local 
revenue level in excess of entitlement after the date of notification for the current school year under 
TEC, §49.004, the amount of the district’s local revenue level that exceeds the level established under 
TEC, §48.257, for that school year will be included in the annual review for the following school year of 
the district’s local revenue levels under TEC, §49.004(a). 

 
 

What is weighted average daily attendance (WADA)? 
The term WADA refers to a specialized calculation of the number of students that is used in calculations 
involving the Foundation School Program (FSP)1. In general, the number of WADA is calculated by 
summing a district’s Tier One allotments under TEC, Chapter 48, Subchapters B and C, and dividing that 
sum by the amount of the basic allotment. This results in an attendance number that takes the special 
allotments into account. The calculation of WADA is described in the TEC, §48.202(a), as follows: 

 

“WADA” is the number of students in weighted average daily attendance, which is 

https://statutes.capitol.texas.gov/Docs/ED/htm/ED.48.htm
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 Section 2: Administrative Procedures  
This section discusses administrative procedures that districts subject to the provisions of Chapter 49 
must follow. 

https://statutes.capitol.texas.gov/Docs/ED/htm/ED.49.htm
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superintendent and your superintendent is not the district approver on behalf of your district, 
then your district must submit the contract in original paper form. 

 
Please note that a contract submitted or mailed after the January 13, 2023, deadline will be 
considered delinquent. 

 
Provisions in the TEC, §48.257(c), allow districts to offset the reduction of excess local revenue 
against Chapter 48 funds. All districts will have the option to use state aid calculated under 
Chapter 48, Education Code, that is not described by TEC, §48.266(a)(3) as an offset to their 
attendance credit for purposes of reducing their local revenue level. Districts using this option 
are required to submit the district intent/choice selection form and complete an Option 3 
netting contract by September 1. 

 
If your district qualifies to offset the reduction of excess local revenue against its state aid and 
your district intends to exercise Option 3 to reduce the district’s local revenue level, the district 
must execute the Agreement for the Purchase of Attendance Credit (Netting Chapter 48 
Funding) contract on page 54. 

 

If your district does not qualify for the offset provision under TEC, §48.257(c), and has not 
previously received voter authorization to purchase attendance credits, your district must 
conduct an election. 

 
See Appendix D, on election procedures, for detailed information about the election process. 
Your district needs to conduct this type of election only once. If your district has conducted an 
election in the past, it need not conduct additional elections upon subsequent notifications. If 
your district elects to pay its cost of attendance credit separately, your district must sign the 
Agreement for the Purchase of Attendance Credit contract on page 52 or the Agreement for 
the Education of Nonresident Students contract on page 56. 

 

3.  Submit the remaining FSP System form (refer to Appendix B for more information): 
 

CAD Cost, District Partner Data & Payment Options: 
 

This form is used to submit estimated values for county appraisal district (CAD) costs, district 
partner data, and payment options. 

 

What procedures must our district follow in selecting a 
particular option? 
Once your district is officially notified that the district is subject to the provision of Chapter 49 in the 
summer (on or before approximately July 15), it must abide by all fiscal, procedural, and administrative 
requirements adopted by the commissioner, which include taking the following steps: 

 
�x Complete and submit your district’s Excess Local Revenue District Intent/Choice Selection form 

via the Excess Local Revenue subsystem of the online FSP System. This form informs the state: 
o which option the district intends to exercise to reduce the district’s local revenue level 
o whether your district is using the offset provision: 
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http://www5.esc13.net/finance/index.html
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current Cost of Recapture Report on the TEA School District State Aid Reports web page at 
https://tealprod.tea.state.tx.us/fsp/Reports/ReportSelection.aspx. 

 
 

How does our district make its recapture payments if it does 
not qualify for the netting option and chooses to pay some or 
all recapture costs under Option 3? 

https://tealprod.tea.state.tx.us/fsp/Reports/ReportSelection.aspx
https://tealprod.tea.state.tx.us/fsp/Reports/ReportSelection.aspx
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stage of settle-up, all data elements except final tax collections (from 

n

http://www.statutes.legis.state.tx.us/Docs/ED/htm/ED.44.htm#44.008
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the amount of attendance credit your district pays to a partner district to educate in order to reduce the 
district’s local revenue level. The practice of paying for the education of students in other districts is 
referred to as the “purchase” of attendance credit. Partner districts that participate in these 
partnerships are described as “selling” attendance credit. The FSP (state aid) payments from the state to 
the partner districts are reduced to reflect the receipt of this revenue from your district. 

 
The local revenue in excess of entitlement for a district that is exercising Option 3 or 4 is based on the 
cost of an attendance credit. The cost of attendance credit is established by the TEC, §49.153(a), which 
states that the total cost of the credit is the amount of: 

 
1) the district’s maintenance and operations tax revenue that exceeds the level established under 

Section 48.257 
 
 

Which of these options require voter approval? 
Options 3, 4, and 5 require voter approval. You can find information about election procedures in 
Appendix D. Once authorized by voter approval, these options may be exercised at any time in the 
future. 

 
 

What special requirements apply in choosing Option 4? 
If your district exercises Option 4 and receives any service or product from an entity that receives a 
portion of the gain from the Option 4 arrangement, your district must pay the fair market value for the 
service or product. For the purposes of this requirement, fair market value is defined as the price that 
would be paid by any other party had the gain from the Option 4 arrangement not been applied to 
reduce the cost. 

 
If your district exercises Option 4, it must disclose to the commissioner any other contractual or financial 
arrangement between your district and its partner(s) or between your district and any other entity that 
directly benefits from the distribution of the gain (see the TEC, §49.151). Any business transaction 
between your district and other entities must be at a fair market price. Your district must be prepared to 
document that any product or service it provides as part of a financial arrangement with its partner(s) 
has an open marketplace that can establish a fair market price. For example, your district could 
document this by providing evidence of previous sales of the product or service to unrelated parties. 
Your district may not demand or negotiate a discounted purchase price from a partner district or other 
related entity for products or services provided to your district that is a lower price than would be paid 
by an unrelated party. Your district may not make an Option 4 partnership agreement subject to any 
separate financial agreement between the districts that is not contained in the Chapter 49 agreement. 

 
The TEC, §49.151, limits the amount of attendance credit a district may sell. The district must ensure 
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same land, the detachment and annexation of a mineral interest includes the surface estate and 
each other interest in the land covered by the mineral interest. 

 
If detachment of these categories of taxable property would not reduce the district’ local revenue level 
in excess of entitlement, then the commissioner must consolidate the school district with one or more 
school districts to reduce the district’s local revenue level in excess of entitlement. 

 
 

What happens if the default is related to a prior school year? 
The commissioner will evaluate the status of all recapture payments owed from prior school years two 
times annually. Districts with unpaid balances from prior school years will be considered delinquent. 

 
 

First Evaluation 
The first evaluation of the status of recapture payments owed from prior school years will occur in 
September of each year following near-final settle-up calculations. The commissioner will notify 
delinquent districts of the amounts due on approximately October 15. A district that fails to make the 
recapture payments identified in this notice in full by October 15, will be considered to have defaulted 
on its recapture payments for a prior school year. 

 
If a school district is considered to be in default on its recapture payments as of October 15, the 
commissioner will notify the school district that it has defaulted on its recapture payments and that the 
commissioner will not certify the district to adopt a tax rate until the district’s local revenue has been 
reduced. The commissioner will also notify the district in default of the commissioner’s authorization to 
reduce the district’s revenue level under the TEC, Chapter 49, Subchapter G or Subchapter H. The notice 
of default will be sent to each district in default as soon as practicable but before the May 31 following 
the October 15 default. The agency also notifies the affected school districts and county appraisal 
districts in which the affected property is located of the determination. 
 
Analyses of parcel data for districts with delinquent balances due for recapture payments for a prior 
year will begin as soon as practicable following the October 15 default. The analyses will be used to 
determine the method by which the commissioner will reduce the district’s revenue level. The 
commissioner will first seek to reduce the districts r
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Second Evaluation 
The second evaluation of the status of recapture payments owed from prior school years will occur in 
April of each year following final settle-up calculations. The commissioner will notify delinquent districts 
of the amount’s due no later than May 1. A district that fails to make the prior year recapture payments 
identified in this notice in full by May 31 will be considered to have defaulted on its recapture payments 
for a prior school year. 

 
If a school district is considered to be in default on its recapture payments as of May 31
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If a school district is considered to be in default on its recapture payments as of May 31, the 
commissioner will notify the school district that it has defaulted on its recapture payments and that the 
commissioner will not certify the district to adopt a tax rate until the district’s local revenue level is 
reduced. The commissioner will also notify the district in default of the commissioner’s authorization to 
reduce the district’s revenue level under the TEC, Chapter 49, Subchapter G or Subchapter H. The notice 
of default will be sent to each district in default on or before May 31. The agency also notifies the 
affected school districts and county appraisal districts in which the affected property is located of the 
determination. 

 
Analyses of parcel data for districts with delinquent balances due for recapture for the current year will 
begin no later than May 31. The analyses will be used to determine the method by which the 
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Is our district eligible to receive a CAD cost reduction? 
If your district exercises Option 3 or a combination of Options 3 and 4 and pays appraisal costs charged 
by a CAD, your district is eligible for a reduction in its recapture costs (“CAD cost reduction”), as 
authorized in the TEC, §49.157. The reduction applies to appraisal costs only and not to costs that may 
be incurred for tax collections. 

 
The cost reduction is based on your district’s CAD cost and a percentage of your district’s total M&O tax 
revenue: 

 
CAD cost × {[Option 3 portion of recapture] / [Total M&O collections]} = Cost reduction 

 
If your district is exercising Option 4, your district and your partner district can negotiate a credit. Your 
partner district may agree to give your district the same level of discount as in Option 3 by agreeing to 
pay that portion of your district’s CAD cost as part of the Option 4 agreement. If multiple partners are 
involved, each partner may agree to pay a share proportional to the attendance credit being purchased 
from the partner. 

 
Your district reports CAD costs on the CAD Cost, District Partner Data & Payment Options, which is due 
January 13 of the current school year. The TEA will grant a CAD cost reduction automatically as long as 
your district submits its CAD costs by the January 13 deadline. Your district must submit any revisions to 
CAD costs for a given school year by March 1 (or the first business day of March if March 1 falls on a 
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 Section 5:  
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 Appendix A: Applicable Statutes  
 

Texas Education Code, Section 48.257: https://statutes.capitol.texas.gov/Docs/ED/htm/ED.48.htm 
 

Texas Education Code, Chapter 49: https://statutes.capitol.texas.gov/Docs/ED/htm/ED.49.htm 
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 Appendix B: Forms  
This appendix includes information on the forms your district is required to submit. Your district should 
submit only those forms applicable to the option(s) it is exercising. 

 
For the 2022–2023 school year, your district may mail in its contract or contracts with original signatures 
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2022–2023 Excess Local Revenue District Intent/Choice 
Selection Form 
Use this form to indicate which option your district intends to use to reduce its local revenue in excess of 
entitlement, and whether your district is using the offset provision during the current school year. The 
form must be completed and 
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      Screen shot of 2022–2023 Excess Local Revenue District Intent/Choice Selection form: 
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Screen shot of 2022–2023 Excess Local Revenue Contract Detail Information Section: 
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  Screen shots of 2022–2023 CAD Cost, District Partner Data and Payment Options: 
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 Appendix C: Sample Contracts  
This appendix includes the following sample contracts and optional contract language: 

Option 3: 

�x Agreement for the Purchase of Attendance Credit—for use if your district selected Choice 2 in 
the Choice Selection Form in the FSP System 

 
�x Agreement for the Purchase of Attendance Credit (Netting Chapter 48 Funding)—for use if 

your district selected Choice 1 in the District Intent/Choice Selection Form in the FSP System 
 

Option 4: 
 

�x Agreement for the Education of Nonresident Students 
 

�x Optional language to be inserted in the Agreement for the Education of Nonresident Students 
 

Please note that the sample contracts requ
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Agreement for the Purchase of Attendance Credit (Netting 
Chapter 48 Funding) 

 
This agreement is entered into pursuant to the Texas Education Code (TEC), Chapter 49, Subchapters A 
and D, and rules adopted by the commissioner of education as authorized by the TEC, §49.006. The 
purpose of this agreement is to enable the district to reduce its local revenue level to a level not to 
exceed the level established under TEC, §48.257 for the school year. 

 
The school year to which this agreement applies is  _ (the “school year”). 

 
The agreement is for   School District (“the 
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Date:     
Signature of President, Board of Trustees 

 
Date:     

Signature of Secretary, Board of Trustees 

Signature of Superintendent 

 
Date:     

Typed Name of Superintendent 

 
Date:     

Signature of Commissioner of Education or Designee 
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The District  The Partner 

District:     
 

District:       

County-District No.:      
 

County-District No.:       

Signature of President, Board of Trustees  Signature of President, Board of Trustees 

Date:      
 

Date:      

Signature of Secretary, Board of Trustees  Signature of Secretary, Board of Trustees 

Date:      
 

Date:      

Signature of Superintendent  Signature of Superintendent 

Typed Name of Superintendent  Typed Name of Superintendent 

Date:      
 

Date:      

Signature of Commissioner of Education  IF APPLICABLE: Signature of Director, 
or Designee  Education Service Center, Region       

Date:      

  IF APPLICABLE: Typed Name of Director 

  Date:     
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 Appendix D: Sample Ballot Proposition Language  
This appendix provides sample ballot proposition language that your district can use if it is conducting an 
election to obtain voter approval for exercising Option 3, 4, or 5. 

 
So far, virtually all districts have chosen Option 3 or 4 or both simultaneously. Therefore, it is assumed 
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BALLOT PROPOSITIONS 

No. 0000 

Special Election (Elección Especial) 
  School District (Distrito Escolar De  ) 

Date (Fecha):   , 20XX 
 

OFFICIAL BALLOT (BOLETA OFICIAL) 

INSTRUCTION NOTE: (NOTA DE INSTRUCCION:) 
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 Index  
CAD cost reduction, 47        
Calendar, 11 
Chapter 49 

administrative procedures, 19 
calendar, 11 
definition, 16 
district, defined, 17 
forms, required,39 
history, 16 
statutes related to, 37     
taxation, 35 

Contracts (sample),  50 
agreement for the education of 

nonresident students, 56 
agreement for the purchase of 

attendance credits, 52 
optional language, 58 

Cost of Recapture Report,  22    
final, 22 
near-final, 22 
payment, 22 
preliminary, 22 
revised, 22 

county appraisal district cost reduction, 39 
Elections 

procedures, 60 
Forms, 41 

District Intent/Choice Selection form, 41      
Contracts, 43 
CAD Cost, District Partner Data and 

Payment Options, 47 

Foundation School Program (FSP) 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Texas Education Agency 
Austin, Texas 
Spring 2021 
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