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SUMMARY

The Supreme Court of Texas considered whether local property taxes used to fund public schools had

become an unconstitutional state ad valorem tax because school districts were allegedly forced to tax

at or near the statutory maximum. The Court rejected the lower courts’ pleading-based conclusions and

held that the school districts had alleged a justiciable constitutional violation, reversing and remanding

for further proceedings. The opinion also discusses the constitutional standards governing adequacy

and efficiency in Texas public school finance.
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Four Texas independent school districts challenged the public school
finance system, alleging that the statutory cap on local maintenance-
and-operations property-tax rates had become an unconstitutional state
ad valorem tax. The trial court dismissed the existing-violation claim
with prejudice and the imminent-violation claim without prejudice; the
court of appeals affirmed. The Supreme Court of Texas reversed and

remanded.

De novo review of dismissal on the pleadings and issues concerning
subject-matter jurisdiction, sufficiency of pleadings, and constitutional

interpretation.
published precedential opinion

West Orange-Cove Consolidated I1.S.D., other plaintiff school districts
v. Felipe Alanis, in his official capacity as Commissioner of Education,

State defendants and intervenors
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QUESTIONS PRESENTED

1.

Whether a single school district may state a claim under article VIII, section 1-e of the Texas

Constitution by alleging that state regulation has forced it to tax at a particular rate.

. Whether the number or percentage of school districts taxing at the statutory maximum is determinative

of whether the tax is an unconstitutional state ad valorem tax.

. Whether a district may allege that taxation at the maximum rate is necessary either to meet accreditation

standards or to provide the general diffusion of knowledge required by article VII, section 1.

. Whether local-option homestead exemptions or taxation slightly below the absolute maximum preclude

a district from alleging loss of meaningful discretion.

. Whether the plaintiffs' pleadings sufficiently stated a claim and whether the claims were ripe for

adjudication.

HOLDINGS

1.

A single school district states a claim under article VIII, section 1-e if it alleges that state control has

constrained it to tax at a particular rate and thereby deprived it of meaningful discretion.

. A'local ad valorem tax becomes a state ad valorem tax when state control over the taxation process

denies the local taxing authority meaningful discretion; virtually absolute state control is not required.

. A district may allege that taxation at the maximum rate is necessary either to provide an accredited

education or to provide the general diffusion of knowledge required by article VII, section 1; the courts
may determine whether the Legislature's educational policy choices as a whole satisfy the constitutional
standard.

. The existence of a local-option homestead exemption does not, as a matter of law, preclude a district

from alleging that it is forced to tax at the maximum rate or that the exemption fails to provide

meaningful discretion.

. A district need not tax at the absolute statutory maximum to state a claim; taxation a few cents below the

cap may still reflect a loss of meaningful discretion depending on the circumstances.

. The plaintiffs' allegations that they were required to tax at maximum rates to educate their students,

together with their clarification that they were invoking the Edgewood IV changed-circumstances

theory, were sufficient to provide notice and avoid dismissal on the pleadings.

. The plaintiff school districts have standing to challenge the constitutionality of the statutory tax system

because they are charged with implementing a statute they claim violates the Texas Constitution.



KEY QUOTATIONS

“The concern is not the pervasiveness of the tax but the State's control of it.” (578)

“Thus, a single district states a claim under article VIII, section 1-e if it alleges that it is constrained by the

State to tax at a particular rate.” (579)

“We remain of the view that school districts can be forced by the current system to tax at maximum rates. An
allegation that this has occurred states a claim under article VIII, section 1-e.” (580)

“The constitutional issue remains the extent of the State's control.” (583)

FACTUAL BACKGROUND

Texas public schools were funded substantially through local ad valorem taxes under a state-regulated
Foundation School Program. The system capped school-district maintenance-and-operations tax rates at $1.50
per $100 of property valuation, while education costs and reliance on local property taxes increased. Four school
districts alleged that they and other districts had lost meaningful discretion because they were required to tax at

or near the statutory maximum to provide constitutionally adequate education.

PROCEDURAL HISTORY

The school districts filed suit in April 2001. The trial court dismissed the case on pleadings, concluding that too
few districts were taxing at the statutory maximum and that the pleadings did not allege taxation at the maximum
rate was necessary to provide an accredited education. The court of appeals affirmed on the ground that the
pleadings failed to allege that the districts were forced to tax at the maximum rate to provide an accredited
education and held the general-diffusion claim nonjusticiable. The Supreme Court of Texas reversed, holding

that the number of districts at the cap was not determinative and that the pleadings were sufficient to proceed.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand to the trial court for further proceedings consistent with the opinion, including allowing the plaintiffs to
clarify their allegations and develop factual evidence concerning whether taxation at or near the statutory
maximum was necessary to provide an accredited education or a general diffusion of knowledge and whether the

districts retained meaningful discretion.
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