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Introduction 

Maverick Tube Corporation DBA Tenaris USA has submitted an application to the Van Vleck 
ISD Board of Trustees for a property value limitation on a proposed project under Chapter 313 
of the Tax Code.  The Van Vleck ISD Board of Trustees accepted the application on April 15, 
2013.  The application is for a seamless pipe mill, heat treatment, and threading manufacturing 
project as authorized by Sec. 313.024.  (b) of the Tax Code.  Maverick Tube Corporation DBA 
Tenaris USA is proposing a $1,153,000,000 qualified investment in this new seamless pipe-
manufacturing project in Van Vleck ISD. 

This project is authorized by the intent of HB 1200 in the 77th Legislative Session in 2001.  Other 
enabling legislation expanded participation to specified additional qualifying applicants.  This 
application is consistent with the intent of the original legislation. 

The purpose of the enacted legislation was to encourage large-scale capital investments in 
Texas by providing authority for school districts to provide property value limitations for 
qualifying applicants. 

Maverick Tube Corporation DBA Tenaris USA is proposing to invest in Van Vleck ISD for their 
manufacturing project.  After the 2-year qualifying period, 2015-16 and 2016-17, Maverick Tube 
Corporation DBA Tenaris USA proposes a $10,000,000 value limitation.  The years 2015-16 
and 2016-17 (years 1 and 2) would be the qualifying period and the limitation would extend from 
2017-18 through 2024-25 (years 3-10).  Beginning with the 2017-18 school year, the project 
would go on the local tax roll at $10 million and remain at that level of taxable value for eight 
years for maintenance and operations (M&O) taxes. 

School Finance Background 

In 2006, Texas Schools moved from a formula driven system to a target revenue system with 
the passage of HB 1 in the third called legislative session.  In essence, the target revenue 
system established a target revenue amount the district would receive and drove the 
maintenance and operations (M&O) tax rate down to 66.67% of the established M&O rate 
(Compressed Rate).  Districts were to lower their rate to that level and the state supplied the 
revenue to make up for the loss of M&O funds because of M&O rate decrease.  This was 
funded as Additional State Aide for Tax Rate Reduction (ASATR).  Subsequent legislation 
sought to increase school districts Target Revenue by allowing the district to keep more of their 
tax revenue by moving qualifying districts to a formula based funding mechanism rather than the 
target revenue system. 

Van Vleck ISD has received ASATR funding since HB1.  This is illustrated in Table A. 

Table A 

School Year ASATR Funds 

2006-07 505,674 

2007-08 1,872,026 

2008-09 1,133,951 
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2009-10 913,683 

2010-11 1,542,927 

2011-12 1,052,005 

2012-13 372,569 

 

Another component of school finance legislation that started with HB1 in 2006 was the ability to 
raise the local M&O tax rate to 4 cents above the Compressed Rate for local enrichment.  
Additional M&O “pennies” could be added to the tax rate by voter approval. 

The importance of the additional pennies has been not only to increase M&O revenue but also 
to increase the equalization funding from the state.  The Guaranteed Yield for the tax rate of 
$1.05 and $1.06 is $59.97 per cent of tax effort per Weighted ADA and $31.95 for the tax rate 
from $1.07 through $1.17 

With the passage of SB 1 in 2011, funding reductions were targeted to be near $4 billion.  The 
mechanics of the legislation was to reduce cost outlays because of state revenue availability 
and also eliminate ASATR by 2017-18. For the 2012-13 school year, the SB 1 changes called 
for smaller across-the-board reductions and funding ASATR-receiving target revenue districts at 
92.35 percent of the level provided for under the existing funding formulas.  For the 2013-14 
school year and beyond, the ASATR reduction percentage will be set in the General 
Appropriations Act. The 2011 legislative session also saw the adoption of a statement of 
legislative intent to no longer fund target revenue (through ASATR) by the 2017-18 school year 

In 2013, the passage of SB 1, the main state budget bill, and HB 1025 include a restoration of 
about $3.4 billion for public education.  SB 1 and HB 1025 contain the changes to the funding 
elements for the FSP in 2014-15 biennium. These two bills together increase the FSP formulas 
by $3.4 billion ($4.0 billion reduction last biennium from FSP). When combined with the funding 
levels for the basic allotment in SB 1, the approximate $100 million added to the FSP per year 
increases the basic allotment for the 2013-14 school year to $4,950 and the 2014-15 school 
year to $5,040.  The FSP Funding changes are outlined below.   

FSP Funding Elements - SB 1 Supplemented by HB 1025 
 Current Law 2013-14 2014-15 2015-16 2016-17 2017-18 

Basic Allotment $4765 $4950 $5040 $5040 $5040 $5040 
Equalized Wealth Level – Compressed Tier $476,500 $495,000 $504,000 $504,000 $504,000 $504,000 
       
Golden Penny Yield $59.97 $59.97 $61.86 $62.11 $63.66 $65.24 
Copper Penny Yield $31.95 $31.95 $31.95 $31.95 $31.95 $31.95 
Copper Penny Equalized Wealth Level $319,000 $319,000 $319,000 $319,000 $319,000 $319,000 
       
Regular Program Allotment Adjustment 0.98 1.000 1.000 Expired Expired Expired 
Hold Harmless Reduction Percentage 0.9235 0.9263 0.9263 0.9263 0.9263 Expired 

 

One important element of the school finance implications is the provision for revenue protection 
in the agreement between the school district and the applicant.  In the case of the project, the 
agreement calls for a calculation of the revenue impact of the value limitation in years 3-10 of 
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the agreement, under whatever school finance and property tax laws are in effect in each of 
those years. This meets the statutory requirement under Section 313.027(f) (1) of the Tax Code 
to provide school district revenue protection language in the agreement. 

Underlying Assumptions 

The drivers of the funding mechanisms for Texas school districts are the current year property 
values, known as the County Appraisal District (CAD values), the prior year property values 
[after review by the Texas State Comptroller become the “comptroller’s property tax division” 
(CPTD) values (used for next year funding)] and Average Daily Attendance (ADA of current 
funding Year). 

In calculating district’s state and local tax revenue for any year the current year CAD values, 
current year ADA and prior year CPTD is used. 

For the purposes of these calculations, the starting point is to determine what the projected CAD 
value for the 2013-14 school year will be.  The following chart (Table B) illustrates the historical 
value growth/decline for recent years.  Final Certified Values will not be received by Van Vleck 
ISD until July 29, 2013. 

Table B 
Tax Year CAD Value 

2007 $457,633,238 

2008 $551,245,364 

2009 $561,254,397 

2010 $529,808,800 

2011 $501,447,555 

2012 $509,228,094 

2013 $516,397,894 
 

The CAD values for Van Vleck ISD have shown an inconsistent growth rate over the last 6 
years.   

Average Daily Attendance in Van Vleck ISD has been inconsistent since 2006-07.  See Table C. 

Table C 
Tax Year ADA Value 

2006-07 891.34 

2007-08 865.32 

2008-09 858.38 

2009-10 901.61 

2010-11 913.76 

2011-12 864.98 

2012-13 866.00 
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An ADA of 866 has been used as the basis of these calculations.  The enrollment projections 
provided by Van Vleck ISD’s pupil projections are used as a basis for these estimates. The 
magnitude of this project with projected job creation of 600+ workers could have an impact on 
enrollment. 

For the Chapter 313 projects, 15 years of data must be calculated.  In order to provide 
calculations extended 15 years into the future and to isolate the impact of the proposed project 
by Maverick Tube Corporation DBA Tenaris USA certain constants and assumptions are used. 

1. The estimates presented below are based upon the school funding system and formulas 
as defined by Senate Bill 1 and supplemented by House Bill 1025 passed in 2013.  This 
school funding system and formulas were used for the duration of the project. 

2. The ADA funding driver used is 866 as explained in Table 3 and this number was used 
for the duration of the agreement. 

3. The general approach used here is to maintain relatively static base property values.  
The District’s local 2013 CAD value estimate of $516,397,994 is maintained for the 
forecast period.  Finally, the proposed taxable values from the Maverick Tube 
Corporation DBA Tenaris USA project are added to the base model used here.  The 
company revised the proposed taxable values after the initial application submission and 
those revised values are used in this revised report.  In order to remain constant 
throughout the fifteen-year period a collection rate of 98% is used in the calculations. 

4. Van Vleck ISD voters approved a tax rate of $1.04 for the 2010-11 school year.  This tax 
rate is held constant for the duration of the agreement to determine M&O taxes and state 
revenues. 

The enrollment and property value assumptions are summarized in Table 1. 

Table 1 – Data Assumptions for Van Vleck ISD and Maverick Tube Corporation 
DBA Tenaris USA – This table illustrates by year the tax rates, CAD Values with the 
Limitation in place, CAD Values for full taxable value for I&S purposes and the 
respective move to the next year of those value to the CPTD value.  This respective data 
is then used as the basis for calculations in Tables 2 - 4. 

Tables 2 - 4 – M&O Revenue Without the Limitation and With the Limitation – The 
first set of calculations (Table 2) uses the data to calculate the baseline revenue by 
adding the value of the proposed facility to the model, but without assuming that the 
value limitation is approved.  The second set of the calculations (Table 3) show the M&O 
taxes and state revenue with the limitation in place.  The ending result after the basic 
calculations are performed is to illustrate the difference between the two sets of 
calculations since this will be the basis for the Revenue Protection under the agreement.  
This is summarized in Table 4.  
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Financial Impact on the District 

Utilizing the base line data from Exhibit A in calculating the M&O taxes and state 
revenues in Exhibit B, losses to the district are noted in project years 3-10 resulting from 
the lag of the CPTD following its use as CAD value for each of those years.  Beginning 
at year 11 the reverse is true as the full value comes on to M&O portion of the rate and 
revenues remain flat. 

Beginning with 2014-15, a district becomes subject to recapture under Chapter 41 if the 
district exceeds $504,000 in property value / per Weighted ADA (WADA) at the 
Compressed Rate and $319,500 per WADA at M&O tax rates from $1.07 through $1.17.  
Currently the district has 1498.645 WADA.  For year 3, the largest value of the project, 
the CPTD value will be $964,405,231.  The result is that the district will have a maximum 
value from the Maverick Tube Corporation DBA Tenaris USA of $634,210 per WADA 
resulting in value per WADA above the recapture threshold. 

Impact on Taxpayer 

The property listed within is fully taxable for the first 2 years on the agreement.  In year 
3, the tax value limitation applies, but only to the M&O portion of the M&O taxes 
collected at the assumed rate of $1.04 per $100 of taxable value. 

Under these provisions, Maverick Tube Corporation DBA Tenaris USA has the potential 
savings in M&O taxes of $99,779,271 in gross tax savings ($93,078,551 tax savings + 
$6,700,720 credits.  This does not include school revenue loss).  The credits may be 
recovered at 1/7 of credit amount per year for each of project years 4-10.  Table 5 
summarizes the impact of the proposed property value limitation in terms of the potential 
tax savings under the property value limitation agreement.  The focus of this table is on 
the M&O tax rate only. 

Facilities Funding and Instructional Facilities Allotment 

The interest and sinking fund (I&S) is used to tax the property value of the district to 
retire voter approved bonded indebtedness.  The state of Texas has provided funding to 
enable districts that raise less than $35 per ADA per 1 cent of tax effort funding to 
guarantee the district will reach that level of funding.  This program is called the 
Instructional Facilities Allotment (IFA).  TEA provides the difference between what the 
district raises per ADA/1 cent of tax effort and the $35.  The basis for the funding is the 
T8 CPTD value (the value that the comptroller assigns to the full taxable value for I&S 
purposes) and this value lags a year behind the local CAD value as with M&O funding.  
As property values (T8) increases in value the district’s ability to raise more of the $35 
goes up as well. 

Van Vleck ISD currently has no debt service, therefore does not tax for I&S purposes.   
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Conclusion 

While some uncertainty exists concerning school finance legislation over the future of 
this project, it is evident by the analysis that several aspects apply to the Maverick Tube 
Corporation DBA Tenaris USA and Van Vleck ISD’s proposed agreement.  The 
proposed project enhances the tax base of VVISD and it reflects continued capital 
investment and job creation in keeping with the goals of Chapter 313 of the Tax Code.  
Under the assumptions outlined above, the potential tax savings for Maverick Tube 
Corporation DBA Tenaris USA under a Chapter 313 agreement could reach an 
estimated $87.9 million.  This amount is net of any anticipated revenue losses, but prior 
to any supplemental payments to VVISD as permitted by law.  The additional taxable 
value also enhances the tax base of VVISD in meeting possible future debt service 
obligations.  
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