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Introduction
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Texas Tax Code § 313:
Texas Economic Development Act
► Intended to encourage capital investment projects to the State of Texas:

► large-scale manufacturing 
► research and development
► renewable energy

► 10-Year Value Limitation—not Tax Abatement
► Requires companies to invest a specified amount of money (≡ $30 million)to 

qualify for a limitation (≡ $30 million) on the appraised value of a property for 
the maintenance and operations (M&O) portion of the school district property 
tax.

► Value limitation only impacts M&O portion of the school district property tax.
► Tax relief must be a determining factor as to whether to locate in Texas.
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Applicant Eligibility
► Limited to companies that pay Texas franchise taxes
► Eligible projects include:

► Manufacturing
► Research and Development
► Renewable Electric Generation
► Clean Coal
► Nuclear Energy
► Computer Data Centers

► Application Form:
► https://comptroller.texas.gov/economy/local/ch313/forms.php
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Benefit for School Districts
► Empowers Texas public schools by granting school districts the authority to 

offer competitive property tax incentives to capital-intensive businesses
► The program specifies lower eligibility thresholds for investment and qualifying 

jobs in districts with comparatively low populations.
► As new businesses and projects locate within a school district’s boundaries, the 

school district’s property tax base increases
► Additional revenue for school districts through:

► Increased M&O tax base
► Supplemental payments
► Revenue-loss protection payments

► School districts can leverage their increased tax base to pay off current 
bonded indebtedness or support future facilities’ needs
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Minimum School District 
Limitation Values
► Project size and investment amounts vary by the size of the school 

district’s tax base. 

► Tax base refers to the taxable value of the property in the school 
district for the preceding tax year determined by the Texas 
Comptroller (based on Property Value Study Final Findings)
► Rural School Districts: taxable value of industrial property
► Non-Rural School Districts: taxable value of all property
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Categorization of Rural Districts
► The “rural” category only applies to a school district that has territory in: 

► A county (Limestone) that:
(1) that has a population of less than 50,000; and
(2) in which, from 2000 to 2010, according to the federal decennial census, the 

population has: (a) remained the same; (b) decreased; or (c) increased, but at 
a rate of not more than the average rate of increase in the State during that 
period.

► A strategic investment area, as defined under Texas Tax Code § 313.051:
► a county within this state with unemployment above the State average and 

per capita income below the State average; or
► an area within this State that is a federally designated urban enterprise 

community or an urban enhanced enterprise community; or
► a defense economic readjustment zone designated under Chapter 2310, 

Government Code.
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Groesbeck ISD is Rural
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Category Taxable Value of 
Industrial Property

Min. Amount of 
Qualified Investment

Min. Amount of 
Value Limitation

I ≥ $200 Million $30 Million $30 Million

II ≥ $90 Million
< $200 Million $20 Million $25 Million

III ≥ $1 Million
< $90 Million $10 Million $20 Million

IV ≥ $100,000
< $1 Million $5 Million $15 Million

V < $100,000 $1 Million $10 Million



Process and Timeline
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What happens when the potential applicant files an 
application with the school district?



Conflicts of Interest
► State Auditor Recommendation:

► School district board members, employees, and consultants 
comply with district adopted policies that request the disclosure 
of any business, professional, and personal relationships that 
could create potential conflicts of interest with agreements. 

► Documentation:
► Document both the absence of and any potential conflict of 

interest when taking any action on an application, agreement, 
etc.  It will also be helpful to include a copy of the District’s 
current policy in the minutes of the meeting in which action is 
taken on a Chapter 313 project.
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Application Timeline
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District retains 
outside school 

finance and legal 
advisors; 

District accepts 
Application

District delivers 
copy of 

Application to the 
Comptroller and 
Appraisal District

Post a website 
link on District 

website to 
Comptroller’s 

website

Comptroller 
reviews 

Application for 
sufficiency / 

completeness

Comptroller 
performs an 

economic impact 
study and 

certifies / refuses 
to certify project 

(90 days)

District finance 
consultants 

perform 
independent 

economic impact 
study to evaluate 

the expected 
impact on the 

District

Parties negotiate 
contract terms

Comptroller 
approves 

contract terms

The Board must 
consider 

economic impact 
study and 
proposed 

agreement, 
conduct a public 
hearing, and vote 
to either approve 

or reject the 
Value Limitation 

Agreement.

Within 150 days of receiving the Comptroller’s Completeness Letter…

• Applicant pays an Application Fee to cover all costs—CCGB (LOCAL)
• For the term of the Agreement, any additional costs for reporting, etc. are paid by the 

Applicant.



Project Timeline Example
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01 / 01 / 2026
Construction 

begins.

12 / 31 / 2027 
Commercial 

operations begin. 

01 / 01 / 2028
Beginning in 

2028, project is 
valued at $30M. 

01 / 01 / 2038
Project goes 

back on the tax 
rolls at full value.

► Qualifying Time Period (QTP): Applicant must make the required 
minimum $30 million investment during the QTP—typically the first 2 complete 
tax years before value limitation period.

► Value Limitation Period (VLP): 10-year limitation on the taxable property 
value for school district M&O purposes—fully taxable on I&S side



Financial Impact
Payments in Lieu of Taxation or Supplemental Payments
Revenue-Loss Protection Payment
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Supplemental Payments
► Parties may agree to payments in lieu of taxation to the school 

district—Applicant shares a portion of its tax savings with the 
school district. 

► The supplemental payment amount is dependent on the tax 
benefit that the Company will receive.

► Supplemental payments are not subject to recapture.
► Statutory limit on PILOT ≡ $100 per Average Daily Attendance 

(ADA) per year or $50,000 per year (whichever is greater).
► 2020-2021 ADA: 1,433 (Near Final Summary of Finance)

► No payments outside the Agreement may be made as additional 
consideration for the Agreement (no quid pro quo). 
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Revenue-Loss 
Protection Payment
► The Company must hold the school district harmless for any “lost” 

M&O revenue to the school district. 
► Any M&O revenue to the District that is “lost” as a consequence of

the Project must be reimbursed to the District by the Applicant.
► This is not truly a “loss”—this is a windfall because but for the 

Chapter 313 Agreement, the District would not receive this 
payment outside of the school finance formulas. 

15



For Illustrative Purposes…
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(A) 

Agreement
Phase

(B)

School 
Year

(C)

Tax 
Year

(D)

Project 
Value

(E)

Estimated 
Taxable 

Value

(F)

Project 
Value 

Savings

(G)

Assumed 
M&O 

Tax Rate

(H)

Taxes 
before 

Value Limit

(I)

Taxes 
after 

Value Limit

(J)

Company 
Tax 

Savings

(K)

Revenue-Loss 
Protection 
Payment

(L)

Supplemental 
Payment 
Benefit 

(M)

Estimated
Net Tax 
Benefit

(N)

I&S Impact
Tax Rate @ 

0.2375

(O)

Cumulative 
I&S Impact

Outstanding 
Bonds: 

$8,837,000
QTP1 2026-2027 2026  $                         -    $                          -    $                       - 0.9509  $                        -  $                        -  $                      -  $                    -    $         143,300  $       (143,300)  $                    -  $                            - 
QTP2 2027-2028 2027  $                         -    $                          -    $                       - 0.9509  $                        -  $                        -  $                      -  $                    -    $         143,300  $       (143,300)  $                    -  $                            - 

L1 2028-2029 2028  $      132,776,480  $         30,000,000  $  102,776,480 0.9509  $       1,262,572  $          285,270  $         977,302  $         977,302  $         143,300  $       (143,300)  $       315,344  $               315,344 
L2 2029-2030 2029  $      122,164,812  $         30,000,000  $    92,164,812 0.9509  $       1,161,665  $          285,270  $         876,395  $                    -    $         143,300  $        733,095  $       290,141  $               605,486 
L3 2030-2031 2030  $      110,715,172  $         30,000,000  $    80,715,172 0.9509  $       1,052,791  $          285,270  $         767,521  $                    -    $         143,300  $        624,221  $       262,949  $               868,434 
L4 2031-2032 2031  $        98,342,312  $         30,000,000  $    68,342,312 0.9509  $          935,137  $          285,270  $         649,867  $                    -    $         143,300  $        506,567  $       233,563  $            1,101,997 
L5 2032-2033 2032  $        84,989,400  $         30,000,000  $    54,989,400 0.9509  $          808,164  $          285,270  $         522,894  $                    -    $         143,300  $        379,594  $       201,850  $            1,303,847 
L6 2033-2034 2033  $        70,571,188  $         30,000,000  $    40,571,188 0.9509  $          671,061  $          285,270  $         385,791  $                    -    $         143,300  $        242,491  $       167,607  $            1,471,453 
L7 2034-2035 2034  $        55,002,428  $         30,000,000  $    25,002,428 0.9509  $          523,018  $          285,270  $         237,748  $                    -    $         143,300  $           94,448  $       130,631  $            1,602,084 
L8 2035-2036 2035  $        38,183,664  $         30,000,000  $       8,183,664 0.9509  $          363,088  $          285,270  $           77,818  $                    -    $         143,300  $         (65,482)  $         90,686  $            1,692,770 
L9 2036-2037 2036  $        28,824,300  $         28,824,300  $                       - 0.9509  $          274,090  $          274,090  $                      -  $                    -    $         143,300  $       (143,300)  $         68,458  $            1,761,228 
L10 2037-2038 2037  $        28,814,100  $         28,814,100  $                       - 0.9509  $          273,993  $          273,993  $                      -  $                    -    $         143,300  $       (143,300)  $         68,433  $            1,829,662 

MVP1 2038-2039 2038  $        28,804,100  $         28,804,100  $                       - 0.9509  $          273,898  $          273,898  $                      -  $                    -    $         143,300  $       (143,300)  $         68,410  $            1,898,071 
MVP2 2039-2040 2039  $        28,794,400  $         28,794,400  $                       - 0.9509  $          273,806  $          273,806  $                      -  $                    -    $         143,300  $       (143,300)  $         68,387  $            1,966,458 
MVP3 2040-2041 2040  $        28,784,900  $         28,784,900  $                       - 0.9509  $          273,716  $          273,716  $                      -  $                    -    $         143,300  $       (143,300)  $         68,364  $            2,034,822 
MVP4 2040-2042 2041  $        28,775,700  $         28,775,700  $                       - 0.9509  $          273,628  $          273,628  $                      -  $                    -    $                    -    $                      -  $         68,342  $            2,103,165 
MVP5 2042-2043 2042  $        28,766,700  $         28,766,700  $                       - 0.9509  $          273,543  $          273,543  $                      -  $                    -    $                    -    $                      -  $         68,321  $            2,171,485 
TOTAL  $       8,694,171  $       4,198,834  $      4,495,337  $         977,302  $      2,149,500  $     1,368,535  $   2,171,485 25%

***FOR DISPLAY PURPOSES ONLY***
*Note: School District Revenue-Loss estimates are subject to change based on various factors, including legislative and Texas Education Agency administrative changes to school finance formulas, year-to-year project appraisal values, and changes in school 

district tax rates. Additional information on the assumptions used in preparing these estimates is provided in the narrative of this Report.



Reinvestment Zone and 
Job Creation
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Reinvestment Zone
► School districts may only approve a value limitation on qualified property that 

is in an area designated as a reinvestment zone under Texas Tax Code §
312.0025

► The school board may be required to adopt or create a reinvestment zone if 
the County does not do so.  

► The school board must conduct a public hearing and publish a notice of 
public hearing in the local newspaper at least 7 days in advance of the public 
hearing. 

► The school board must also find that designating the reinvestment zone, is 
reasonably likely to:
► contribute to the expansion of primary employment in the zone; or
► attract major investment that would benefit property in the reinvestment zone and 

contribute to the economic development of the region.
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How many jobs must a 
project create?
► Statutorily, the project must create 10 new qualifying jobs

► Based on Manufacturing standards

► A school board can waive the job creation requirement if it 
makes a finding that requirement exceeds the industry 
standard for that  particular type of facility. 
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Practical Considerations
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Where We Stand Today
► The Chapter 313 program remains a critical tool for local economic 

development. The program is integral in enabling rural Texas to 
compete for new investment projects. 

► Target during each legislative session—expires December 31, 2022.
► While supplemental payments are restricted by statutory limits, 

consider other community partnerships with your industry partner. 
► Evaluate effects on tax base for debt service and bonds—fully taxable 

on I&S portion
► The District will enjoy an increased value available for tax 

collections dedicated to debt service, which can be leveraged to 
service current and future debt obligations.
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Be Prepared to Educate
Your Taxpayers
► Adding $30 Million to District M&O tax base—fully taxable on I&S side
► The Company must hold the school district harmless for any lost M&O 

revenue to the school district. Any M&O revenue to the District that is 
lost as a consequence of the Project must be reimbursed to the District 
by the Applicant.

► Revenue protection payments and supplemental payments are not 
subject to recapture. 

► The Board will make no decision on the Application until it receives a 
school finance study that shows the anticipated economic impact of 
the Agreement on the District.
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Thanks! Questions?
Blake G. Powell, Managing Partner
bpowell@plg-law.com 

Rick L. Lambert, Partner, Dallas Office
rlambert@plg-law.com 

Salma Charania, Associate, Houston Office
scharania@plg-law.com 

Shaun Barnett, Client Liaison
sbarnett@plg-law.com 

Powell Law Group, LLP
Shelly Leung, Economic Development Director 108 Wild Basin Road, Suite 100
sleung@plg-law.com Austin, Texas 78746

(512) 494-1177
www.plg-law.com
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