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Base Tier Overview



The Big Picture
Dynamic, Innovative Financing Model
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Base Tier Calculations
Instruction & Operations Need

* Instruction & Operations minus Local Share

* |&0= Contact Hour Funding + Basic Allotment

 CH= Base-year contact hours * discipline-level funding rates
* Funding rate= State avg. cost/CH * CH Funding % Rate

 Basic allotment= FTSE * applicable weights * Basic Allotment S Rate

 CH Funding and Basic Allotment Rates: by rule, set such that CH=Basic
Allotment and Base Tier = 1/19 of Performance
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Base Tier Calculations
Local Share

* Instruction & Operations minus Local Share

e Local Share= Local Tax Estimate + Tuition/Fee Estimate
* Local Tax= Prior Year Current M&O Collection / (M&O*100)*5

* Tuition/Fee= (Dual credit SCH*FAST rate) + (Non-dual FTSE * State enroll-
weighted avg in-district FTSE T/F)
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Base Tier Calculations

Summing Up

Texas Higher Education
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Contact Hour Funding (courses taught) +
Basic Allotment (students served)
minus
Local Tax Estimate + Tuition/Fee Estimate
If positive, difference = base tier funding;

If negative, no impact



Performance Tier Overview
& Forecasting



The Big Picture
Dynamic, Performance-Based Funding
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Performance Tier
High-Level

Weighted Fundable Outcome Count
X

S Funding Rate
= Funding
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Performance Tier
Weighted Fundable Outcome Count

Weighted Fundable Outcome Count

Greater of (current year weighted count OR average weighted count of
current year™, prior year®, prior-prior year)

*Forecasted data
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Forecasting Outcomes:
Projecting Performance Tier Outcomes

estimated FY24-25 outcome data with initial funding

, - based on the best of FY25 estimates or average
Note: Due to alag in data availability, outcomes for FY24 and FY25 .
will be estimated using historical outcomes data. Of FY23-25 estimates
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THECB will use historical outcomes data to estimate
performance tier outcomes for FY24 and FY25:
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- Data Availability

El FY 2018-2023 data will be used to project traditional
E credential outcomes, and data from FY 2020-2023 will

be used for Occupational Skills Awards (OSAs) and ICLCs

Guardrails

Year-to-year changes to outcomes will be limited to
+10% / -5% to ensure forecasted outcomes fall within
realistic limits and to provide funding stability to
colleges

Funding Calculation
Funding will use actual FY23 outcome data and
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Performance Tier
Forecasting

Forecasted outcome total= ETS forecast from historical period
No more than 10% up or 5% down, year-over-year

Forecasted subgroup outcomes= Total * subgroup % from historical
period
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Performance Tier
Forecasting

* Initial FY funding based on one actual year and two forecasted:
current and prior

* Prior year preliminary data available January of current year

* Update forecast and adjust funding- dynamic payments
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Performance Tier Dynamic
Payments



Performance Tier
Dynamic Payments: key terms

* Foundation payment: the “baseline”, calculated initially with two forecasted
years

* Dynamic adjustment: positive-only Feb. ‘25 funding change when 24
preliminary data increase funding

* Projected settle-up adjustment: Oct. 25 funding change when 24 certified
data change funding

* Settle-up adjustment: positive-only Feb. ‘26 funding change when ‘25
preliminary data increase funding

* Close-out adjustment: Oct. ‘26 funding change when 25 certified data
change funding
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Dynamic Payments:
Funding Schedule and Adjustments

FY25
OCT

FY25
FEB

FY25
JUN

FY27
OCT

£\ £\ N\ £\
./ ./ ./ ./
Foundation Dynamic Adjustment (25% Remaining Foundation .
y J (25% 8 Close-Out Adjustments
Payment (50%) + Plus-Up) Payment (25%)
50% of fiscal year’s 25% of current year funding 25% of current year funding Final adjustments (+/-) for

base tier payment
+ 50% of performance tier
payment calculated based
on projected outcomes
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+ mid-year positive (+)
adjustment if preliminary
outcomes are greater than
projected

paid to colleges
in June

differences between
projected and certified
outcomes applied 2 years
later due to data lag
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Performance Tier

HOUSE BILL 8: COMMUNITY COLLEGE FINANCE DYNAMIC STRUCTURE

FALL PAYMENT (OCTOBER) 4 SPRING PAYMENT (FEBRUARY) P
10F3 P 20F3

Community colleges receive 50% of FY 25 Community colleges receive 25% of FY 25
Foundation Payment caloulated on projected Foundation Payment.

outcomes.

FY 25 DYNAMIC ADJUSTMENT (+ ONLY)
THECE will use preliminary FY 24 data to
recalculate projected outcomes and provide
additional funds for colleges whe outperform
projections.

[ ]
¢ GENERAL ELECTION

General Election
(Mov. 5, 2024) to determine
legislative represantation.

o DATA

FY 24 preliminary data is used to calculate
the Dynamic Adjustment payment (only
89TH SESSION plus-ups applied mid year).
The 89th Texas
Legislature
convenes on
Jan. 14, 2025 at
noon.

THECE begins work to calculate preliminary

FY¥ 26 runs.

89TH SESSION:
SUPPLEMENTAL BUDGET
Deadline for the supplemental
budget to be filed during the
89th Texas Legislature.

OCT. 2024 FEB. 2025

® THREE-PAY SYSTEM

® DATA AVAILABILITY

® FUNDING ADJUSTMENTS

e CLOSE-OUT

® TEXAS LEGISLATURE
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SUMMER PAYMENT (JUNE)
30F3

Community colleges receive 25% of FY 25
Foundation Payment subject to legislative
appropriations.

® DATA

THECB uses FY 24 certified outcomes and new
base year contact hours to publish FY 26 runs
upon General Appropriations Act ratification.

89TH SESSION

The 89th Regular Session will end

June 2, 2024. The two-year budget and
supplemental budget must be approved
by then.

JUNE 2025

FALL PAYMENT (OCTOBER)
10F3

Community colleges receive 50% of FY 26
Foundation Payment calculated on projected
outcomes.

p FY 25 PROJECTED SETTLE-UP
ADJUSTMENT (+ OR -)
In addition to the Foundation Payment in October,

certified data from FY 24 will be used to calculate
the FY 25 projected settle-up (< and -).

This settle-up will still include the guardrails for
projected FY 25 data.

OCT. 2025

° SPRING PAYMENT (FEBRUARY)

20F3

Community colleges receive 25% of FY 26
Foundation Payment.

FY 26 DYNAMIC ADJUSTMENT (+ ONLY)
THECE will use preliminary FY 25 data to
recaleulate projected outcomes and provide
additional funds for colleges who outperform
projections.

p FY 25 SETTLE-UP ADJUSTMENT
(+ ONLY)
The FY 25 Settle-Up is the difference between

the net of all prior FY 25 payments and the
recalculation of FY 25,

DATA
FY 25 preliminary data is used to calculate
the Dynamic Adjustment and Settle-Up.

THECE begins work to calculate preliminary
FY 27 runs.

FEB. 2026

L

SUMMER PAYMENT (JUNE)
30F3

Community colleges receive 25% of
F¥ 26 Foundation Payment.

¢ DATA

FY 25 certified data is used for final Fr
27 runs which will determine the Octobar
Foundation Payment and FY 25 Close-
Out.

JUNE 2026

Texas Association of
Community Colleges

FALL PAYMENT (OCTOBER)
10F 3

Community colleges receive 50% of FY 27
Foundation Payment calculated on projected
outcomes.

FY 25 CLOSE-OUT

Close-out adjustments happen two years
later due to data lag. Guardrails are
removed and community colleges receive
final adjustments to funding.

DATA

FY 25 certified data is used for final
adjustments.

L ]

OCT. 2026
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Updated: 05.24.24
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Performance Tier
Dynamic Payments: Key principles

e February adjustment can only increase funding; no decrease

* October adjustment can go up or down

* Occurs only at new fiscal years
e Published with new runs
e Based only on certified data

* Funding for a FY is all actual data in Feb. of FY after

* Funding is all actual, certified data in Oct. of 2 FYs after
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Resources



Community College Finance
Resources

* CCF webpage: https://www.highered.texas.gov/community-college-

finance/

* FY25 Models & Tools: https://www.highered.texas.gov/community-
college-finance/formula-funding/#fy25

e CCF inbox: CCFinance@highered.Texas.gov
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