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This document is intended to provide readers with a general overview of the Foundation 
School Program (FSP) funding received by Texas public schools. Although the FSP 
constitutes most of the funding received by public schools, they receive other funding, such 
as state and federal grant funds, which are not covered here. This document is not 
intended to provide legal advice nor is it intended to supersede the provisions of the Texas 
Education Code and the Texas Administrative Code that define and regulate the FSP. 
Individual school districts may experience funding changes from specific characteristics 
or circumstances that are different from the general descriptions in this document. 

Please be aware that both statutes and administrative rules may change after the 
publication of this document. This document will be revised and updated to include 
additional information and reflect changes that occur in statute and in rule. However, it may 
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What Is Tier One? 
Tier One of the FSP is made up of several allotments, including those for regular basic education, 
special education (SPED), dyslexia, compensatory education, bilingual education (including dual 
language programs), career and technology education (CTE), public education grants, early 
education, college, career, or military readiness, fast growth, small and mid-sized districts, 
teacher incentives, transportation, and new instructional facilities. 

What Is the Basic Allotment (BA)? 
The basic allotment (BA) is the basis of funding for most of the allotments that make up a 
district's Tier One entitlement. The amount of the BA varies depending on a school district's 
adopted Tier One tax rate (see What Is a District's Tier One Tax Rate? in the Overview section). 

For the 2020Ð20201 biennium, the BA is $6,160. For the 2019Ð2020 school year, a district with 
an adopted Tier One tax rate below $0.93 receives a BA that is reduced proportionately to the 
degree that the districtÕs adopted Tier One tax rate falls short of $0.93. All districts have the 
ability to generate 100 percent of the BA. 

The BA amount and the number of students in average daily attendance (ADA) are used to 
calculate a district's Tier One entitlement. The following sections explain how these figures are 
used to calculate the entitlement. 
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Career and Technology Education (CTE) 
CTE courses and programs are designed to enable students to gain entry-level employment in 
high skill, high wage jobs, continue their education, or both. 

To calculate a district's CTE allotment, the district's BA is multiplied by 1.35 and then multiplied by 
the number of CTE FTEs. 

Note: The number of CTE FTEs is subtracted from the ADA figure that is used to calculate the 
regular program allotment. 

CTE allotment = BA x 1.35 ! CTE FTEs 

A district is also entitled to $50 for each CTE FTE enrolled in at least two advanced CTE classes for 
a total of at least three credits, and for each student in average daily attendance enrolled at a P 
Tech or New Tech campus. 

Gifted and Talented (GT) 
GT programs ensure that GT students develop and demonstrate skills in self-directed learning, 
thinking, research, and communication. Beginning with the 2019Ð2020 school year, a districtÕs 
GT program is funded through the BA, and is no longer flowed as a stand-alone allotment. 
However, districts are still required to offer the GT program or risk a financial penalty. Open-
enrollment charter schools are exempt from this requirement. 

Public Education Grant (PEG) 
Under the PEG program, a student is eligible to attend another school in his or her district or 
another district if 1) 50 percent or more of the students at the student's school failed the required 
state tests in any two of the past three years or 2) the student's school was considered 
academically unacceptable at any time in the past three years. 

A district is eligible to receive PEG allotment funding, in addition to regular program allotment 
funding, for each district student who has been transferred to the district through the PEG 
program. To calculate a district's PEG allotment, the district's BA is multiplied by 0.1 and then 
multiplied by the number of PEG students in ADA. 

PEG allotment = BA ! 0.1 ! PEG ADA 

Fewer than 100 students participate in the PEG program annually. Open-enrollment charter 
schools are not eligible for the PEG allotment. 

Early Education Allotment 
Districts are entitled for additional weighted funding of 0.10 multiplied by the basic allotment for 
each student in ADA in grades K-3, and, who is educationally disadvantaged or limited English 
proficient (LEP). A student who is both educationally disadvantaged, and LEP is eligible to receive 
double weighted funding of 0.20. 

Early education 
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receiving SPED services who require special transportation to attend school. Limited funding is 
available to provide transportation to regular eligible students who live fewer than two miles from 
their campus if they live in an area designated as a hazardous traffic area by the school board.4 

Additionally, if a district establishes that an extreme hardship case exists and a student needs to 
be transported to or from school by a parent, the district is eligible for funding of mileage if it 
reimburses the parent for providing the transportation. A district's transportation allotment is 
based on a set rate of $1.00 per mile. 

Dropout Recovery and Residential Placement Facility Allotment 
Districts are entitled to $275 for each student in ADA who resides in a residential placement 
facility or is at a district or school or a campus of the district or school that is designated as a 
dropout recovery school under TEC ¤39.0548. 

Tuition Allotment 
A school district that contracts for students residing in the district to be educated in another 
district under TEC ¤25.039(a) is entitled to receive an allotment equal to the total amount of 
tuition required to be paid by the district under, not to exceed the amount specified by 
commissioner rule. 

College Preparation Assessment Reimbursements 
Funding formulas now include a reimbursement to districts to offer one free college preparation 
exam (SAT/ACT/TSIA) per student before they graduate. 

Certification Examination Reimbursement 
Funding formulas now include a reimbursement to districts to offer one free industry-based 
certification exam (in A-F accountability) per student before they graduate. 

Summing the Allotment Amounts to Arrive at the Tier One Entitlement 
The sum of the Tier One amounts (regular program allotment, all other program allotments, NIFA, 
transportation allotment, etc.) represents a district's Tier One entitlement. 

How Are the State and Local Shares of the Tier One 
Entitlement Calculated? 
A school district is responsible for funding a portion of its Tier One entitlement. The portion of the 
Tier One entitlement that the district is responsible for is called the local fund assignment, or LFA. 
It is also commonly referred to as the local share. 

For the 2019Ð2020 school year, the local share is the amount of tax collections generated by 
assessing the districtÕs adopted Tier One tax rate or $0.93, whichever is lower, for each $100 of 
property valuation, using the property value for the current tax year
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What Is Tier Two? 
Tier Two provides a "guaranteed yield," or guaranteed level of funding, to school districts to 
supplement the basic funding provided for by Tier One. The guaranteed yield ensures that school 
districts generate a specified level of funding per student in WADA for each cent of tax effort 
above the districtÕs Tier One rate. The funding provided by this additional tax effort is also referred 
to as enrichment. 

What Is WADA? 
WADA is the weighted average daily attendance figure used in several state funding 
formulas to calculate the amount of state and local funds to which a district is entitled. 

How Is WADA Calculated? 
A district's WADA is calculated by taking the Tier One components listed in the TEC, 
Chapter 48, Subchapters B and C, and then dividing by the district's BA. 

How Is a District's Tier Two Entitlement Calculated? 
Tier Two 
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Each year, TEA notifies school districts in which local revenue level is estimated to exceed the 
guaranteed yield of $49.28. However, the final determination of whether a school district will be 
required to make recapture payments is based on the districtÕs tax effort and the extent to which 
the districtÕs local revenue level exceeds the Tier One entitlement or the Tier Two Copper Penny 
guaranteed Yield of $49.28
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How Does a District Reduce Excess Local Revenues? 
A district has five options available to reduce its excess local revenues!
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How Does the State Assist School Districts in Funding 
Facilities? 
The facilities funding component of the FSP consists of the IFA program and the EDA program. 
These programs assist school districts in funding facilities by equalizing I&S tax effort. Open-
enrollment charter schools are not eligible for IFA or EDA. 

State aid under the IFA program provides a guaranteed yield of $35 per penny of tax effort per 
refined ADA, within certain limitations. State aid under the EDA program provides a guaranteed 
yield per penny of tax effort per refined ADA not to exceed the lesser of $40 or an amount that 
would result in additional state aid of $60 million more than the amount of state aid that would 
be delivered at a guaranteed yield of $35. The preliminary yield for the 2019Ð2020 school year is 
estimated to be $38.58. 

A district is required to levy sufficient taxes or access the reserve of unequalized M&O or I&S tax 
collections from the 1999Ð2000 school year or later (collections that have not been equalized by 
state funding formulas) to cover the local share of the allotment. A district may not allocate the 
same collections as its local share for both the IFA program and the EDA program. 

What Is the Instructional Facilities Allotment (IFA) 
Program? 
The IFA program provides funding to school districts for debt service payments on debt associated 
with the purchase, construction, renovation, and expansion of instructional facilities. Districts use 
this funding to make annual debt service payments on qualifying bonds and lease-purchase 
agreements. Charter schools are not eligible to receive IFA funding. 

To receive IFA program assistance, a district must apply to TEA. TEA determines a biennial 
maximum allotment based on the annual debt service payment or $250 per student in ADA, 
whichever is less.5 IFA-supported debt must support the construction of instructional facilities. 
State aid is reduced for expenditures on noninstructional facilities. 

How Is an Eligible District's IFA State Aid Calculated? 
The IFA state aid an eligible district is due is calculated using the following formula: 

IFA state aid = 
($35 ! ADA ! bond tax rate ! 100) Ð (bond tax rate ! [PTAD current year property value Ö 100]) 

where "bond tax rate" = the district's current year I&S tax rate applicable to the payment of 
eligible bonds 

Example for Determining IFA State Aid and Local Share 
Example ISD has: 

¥ PTAD current year property value of $100,000,000 

5 The minimum IFA allocation is based on 400 ADA or $100,000. 

Texas Education Agency Office of School Finance 21 
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How Is an Eligible District's EDA State Aid Calculated? 
The EDA state aid an eligible district is due is calculated using the following formula: 

EDA state aid = 
($38.58 
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Charter School Attendance Estimate Information 
Before each school year, each existing open-enrollment charter school has the option of 
providing TEA with an estimate of the number of students in ADA it will have and an estimate 
of the number of students it will have in various educational programs, using the FSP 
System. 

If a charter school does not submit these estimates, TEA uses prior year attendance 
information to estimate the number of students in ADA and the amount of state aid the 
school is due for the coming year. 

Because a brand-new charter school does not have any prior year data for TEA to use, each 
new charter school is required to provide an estimate of its number of students. 
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What Is the Summary of Finances (SOF)? 
The SOF is a report that TEA produces for each district and charter school describing funding 
elements and FSP state aid. The SOF section on funding element information includes the 
number of students in ADA and WADA, the number of students making up special student 
populations, property values, tax rates, and tax collection amounts. The SOF also describes the 
Tier One and Tier Two entitlements, and a variety of other FSP allotments, including any facilities 
allotments. For each district, TEA produces several SOF reports throughout the school year, 
updating the information in the report as new data become available. 

How Is the SOF Related to Payment of State Aid to 
School Districts? 
The SOF report for school districts reflects two calculations of FSP state aid, one based on 
legislative payment estimates (LPEs) and one based on district planning estimates (DPEs). The 
data elements of the LPE are adopted during the biennial appropriations process. The data 
elements of the DPE reflect updates to the data as they become available. 

TEA produces a preliminary SOF for the school year in the summer before that school year begins. 
The SOF shows information in two columns, one for the LPE data elements and one for the DPE 
data elements. In a district's preliminary SOF, the figures in the DPE column match those in the 
LPE column. 

A district's FSP state aid and a schedule of payments to distribute that aid to the district are 
initially based on the figures in the preliminary SOF. As the school year progresses and more 
current data are reported to TEA, the agency updates the information in the DPE column and 
produces revised SOFs. The updated information in the DPE column of each revised SOF is 
intended to provide a school district with a more accurate indication of its actual FSP earnings for 
the fiscal year. As each updated SOF is made available, a district is expected to compare the most 
recent estimate of its state aid to the initial estimate (which its payments continue to be based 
on) and budget accordingly. The difference between the payments and the actual amount the 
district is due is reconciled in two Òsettle-upÓ processes that occur after the close of the state 
fiscal year. 

How Is the SOF Related to Payment of State Aid to 
Charter Schools? 
As with school district SOFs, the SOFs for charter schools reflect both LPE and DPE calculations of 
FSP state aid. Also, as with school district SOFs, charter school SOFs are updated throughout the 
year to reflect updated information. A charter school is expected to compare its most recent 
estimate of state aid to earlier estimates. 

However, because TEA has access to changing charter school attendance data during the school 
year through the FSP System, charter school allocations and the payments based on them are 
modified throughout the year based on the revised attendance data. 

In addition to being revised throughout the 
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What Is Settle-Up? 

settle-up = actual earnings ! payments made during the school year 

Settle-up is the reconciliation between the payments made to districts and charter schools and 
the actual earnings of districts and charter schools. Settle-up occurs in a two-step process after 
the close of the state fiscal year. 

The first step, or Ònear-finalÓ settle-up, typically occurs in September for the prior school year. At 
this time, actual attendance data become available and revised estimates of tax collections are 
reported through the FSP Sy
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Where Can I Find More Information? 
You can find more information related to state and local funding of Texas public schools at the 
following websites. 

TEA School Finance web page 
http://tea.texas.gov/Finance_and_Grants/State_Funding/ 

TEA School District State Aid Reports web page 
https://tealprod.t ea.state.tx.us/fsp/Reports/ReportSelection.aspx 

Texas Legislature Online website (Look up specific bills or statutes.) 
https://capitol.texas.gov/ 

Texas Comptroller of Public Accounts website (Find property value information.) 
http://comptroller.texas.gov/ 

Texas Education Agency 
Austin, Texas 
June 2020 
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