THE SHELL GAME

How the legislative
appropriations process has
become a “shell game” when it
comes to Robin Hood recapture

The Legislature created recapture in in 1993 to equalize a system that the Texas Supreme Court
found to be unconstitutionally inequitable. The method of equalization applied to only 34 school
districts, and those districts were required to pay less than $130 million in total recapture.

Over the years, recapture’s impact has grown steadily. Last year, recapture amounted to $3 billion,
and recent estimates from the Texas Comptroller tell us we can expect recapture to amount to
almost $5 billion in the current school year.

However, as recapture has increased dramatically, funding for schools has not. When a taxpayer
sends a higher amount of taxes to their local school district, they understandably expect that their
school district will have a higher amount of revenue. However, in a recapture district, that higher tax
payment means that the district will make a larger recapture payment to the state. And in a non-
recapture district, it means the state will send less money to support that district, since local tax
dollars will account for a larger share of the district’s’ overall revenue.

The shell game occurs through the supplemental appropriations act. Lawmakers adopt a two-year
budget every legislative session. Then they also adopt a supplemental appropriations act to settle-up
the finances from the previous biennium. The trend we’ve seen emerge is that lawmakers adopt a
budget with estimates for recapture (which is a funding source for the state) that are significantly
lower than the actual amounts turn out to be.

When that happens, and far more recapture is collected than was expected, the bottom line for
schools does not change. Funding entitlements for schools remain the same. And those who paid
more in property taxes than expected don’t get any of their money back.

Where does the money go? The excess in recapture payments adds to the state’s funding surplus.
The higher-than-expected collections don’t translate to a change in school funding, but rather a shift
in the method of finance used to fund schools. The state no longer has to contribute as much from
its own General Revenue (which is primarily funded by sales tax), so the difference from the higher
amount of recapture is returned to the state’s General Revenue, which legislators are free to spend
however they see fit.
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Here are the actual numbers comparing the amount the General Appropriations Acts estimated
would be collected in recapture, compared to the actual numbers for recapture as reported by the
Texas Education Agency Summary of Finance data:
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FY 18 FY 19 FY20 FY21 FY 22 FY 23*
General Appropriations Act  $2,049,900,000 $2,521,000,000 $1,937,866,294 $2,176,688,246 $2,636,300,000 $3,015,500,000
MW Actual/BRE in FY23 $2,004,903,422 $2,687,040,790 $2,558,297,385 $2,970,048,067 $3,003,345,344 $4,956,464,000

Source: FY 18 & FY 19 GAA: SB 1 (85R); FY 18 & FY 19 Actual: TEA SOF Final data; FY 20 & FY 21 GAA: HB 1 (86R); FY 20 & FY 21 Actual: TEA SOF Final
data; FY 22 & FY 23 GAA: SB 1 (87R); FY 22 Actual: TEA SOF Near Final data; *FY 23 Actual: Biennial Revenue Estimate figures from 1/9/23

The state returned $121K to GR for higher-than-expected recapture in 2019. Then in 2021, the state
recognized a $1.4 billion savings due to recapture, and according to the estimates from the
Comptroller, the state could be looking at more than $2 billion in savings due to higher-than-
expected recapture in 2023.

This isn’t an issue that only impacts recapture districts, either. The shell game applies to all schools
under the Foundation School Program (FSP). After lawmakers, school leaders, and parents celebrated
the passage of HB 3 in 2019, which invested an additional $11.6 billion into schools (a combination of
investments in tax relief and funding for classrooms), the supplemental appropriations act adopted in
2021 reduced funding for the FSP for the 20-21 biennium by $5.2 billion. So the $11.6 billion
investment was actually a $6.4 billion investment in tax relief and classrooms. The $1.4 billion savings
from recapture was part of that $5.2 billion.

And the $2.4 billion in increased recapture is part of the $8.2 billion reduction in funding for the
Foundation School Program proposed in Senate Bill 30 during the 88" Legislative Session. That’s $8.2
billion that was appropriated for the support of public schools in 2021 that will now generate a state
savings that contributes to the overall state surplus rather than being spent for the purpose of public
education. School funding levels in the current school year remain the same, while lawmakers
reduced state funding for schools and used that money to contribute to the already record-setting
state funding surplus.
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https://comptroller.texas.gov/transparency/reports/biennial-revenue-estimate/

