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Overview

This is the ninth year of School FIRST (Financial Accountability Rating System of
Texas), a financial accountability system for Texas school districts developed by
the Texas Education Agency in response to Senate Bill 875 of the 76" Texas
Legislature in 1999.

The purpose of the financial accountability rating system is to ensure that
school districts will be held accountable for the quality of their financial
management practices and achieve improved performance in the management
of their financial resources. The system is designed to encourage Texas public
schools to manage their financial resources better in order to provide the
maximum allocation possible for direct instructional purposes.

The system will also disclose the quality of local management and decision-
making processes that impact the allocation of financial resources in Texas
public schools. An evaluation of the long-term effectiveness of the system
should disclose a measurable improvement in the quality of Texas public
schools’ financial decision-making processes. The importance of the rating
system’s stated goal is underscored by the steadily increasing complexity of the
State’s funding of public schools compounded by the increasing sophistication of
the associated accounting system.

In accordance with Texas Education Code (TEC), Chapter 39, Subchapter D,
each school district must be assigned a financial accountability rating by the
Texas Education Agency (TEA). The specific procedures for determining
financial accountability ratings will be established annually by the commissioner
of education and communicated to all school districts.

The School FIRST accountability rating system assigns one of four financial
accountability ratings to Texas school districts, with the highest being “Superior
Achievement,” followed by “Above Standard Achievement,” “Standard
Achievement” and “Substandard Achievement.” Districts with serious data
quality problems may receive the additional rating of “Suspended — Data
Quality.” Districts that receive the “Substandard Achievement” or “Suspended
— Data Quality” ratings under School FIRST must file a corrective action plan
with the Texas Education Agency. The following chart illustrates the scoring
criterion for determination of ratings:

Rating Points

Superior Achievement 72-80 and Yes to indicator 7

Above Standard Achievement 64-71 or >= 72 and No to indicator 7

Standard Achievement 56-63

Substandard Achievement <56 or No to one default indicator

Suspended — Data Quality




For fiscal years 2008-2009 and 2009-2010, the financial accountability rating of
a school district is based on its overall performance on certain financial
measurements, ratios, and other indicators established by the commissioner of
education in the financial accountability rating form entitled “School FIRST —
Rating Worksheet Dated March 2010”. Districts’ ratings are based upon the
districts’ numerical scores on 22 indicators.

Failure to meet the criteria for any one of four default indicators (i.e., total fund
balance less reserved fund balance greater than zero in the General Fund; total
unrestricted net asset balance in the governmental activities column in the
statement of net assets greater than zero; no disclosures in the annual financial
report and / or other sources of information concerning default on bonded
indebtedness obligations; or no evidence of filing the annual financial report
more than one month late), or failure to meet the criteria of both of the two
other default indicators (i.e., no evidence of a qualified opinion to the annual
financial report and no evidence of material weaknesses in internal controls) will
result in an automatic rating of “Substandard Achievement.”

The commissioner of education may apply sanctions to a district that is
assigned a “Substandard Achievement” rating. Additional sanctions could apply
if issues arise relating to data quality. Sanctions could result in the assignment
of a financial monitor or master by the Texas Education Agency Accountability
Department in accordance with Chapter 39 of the Education Code. Additional
sanctions could involve an accreditation investigation that could result in
specific requirements for improvements in financial management. A lowered
rating status resulting from an investigation would remain in effect until the
commissioner acknowledges that significant improvement was being made in
financial management problem areas.

In December 2007, TEA Adopted 19 TAC Chapter 97, Planning and
Accountability Subchapter EE, Accreditation Status, Standards, and Sanctions.
The subchapter defined the accreditation statuses and stated how accreditation
statuses would be determined and assigned to school districts. In accordance
with these rules, TEA will take into consideration a district’s School FIRST rating
when assigning an accreditation status.

Additionally, note that a district’s final School FIRST rating may impact its
special education determination status as issued by the TEA under the
requirements of the Individuals with Disabilities Education Act (IDEA).

Sanctions may also be applied as a result of data problems of a sufficient
magnitude to raise questions about the validity of measurements used in the
financial accountability rating system indicators. The district’s rating would be
suspended if serious, systemic data quality problems occurred. If not resolved
by an investigation of data quality issues, an actual rating of “Suspended —
Data Quality” may be assigned.

The Texas Education Agency posts the Districts’ final report to the Texas
Education Agency’s web site and districts are able to print copies of all materials
from that source.

On August 31, 2011 the Texas Education Agency posted the District’s final 2011
School FIRST rating. The School FIRST ratings were based upon an analysis of
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staff and student data reported for the 2009-2010 school year, and budgetary
and actual financial data for the 2010 fiscal year (the fiscal period ended August
31, 2010).

For 2009-2010 Waco Independent School District received a rating
of
“Superior Achievement”

The district received a score of 75 out of a possible 80, missing points only on
indicator 22 in regards to investment earnings. Last year, the district’'s
academic rating, as scored on indicator 7, of “Academically Unacceptable”
prevented it from received a rating of “Superior Achievement” .

Upon notification of the district’s rating, the rating reports must be distributed
by the school district to all the district’s taxpayers, in addition to the parents
and guardians of students. The districts will also hold public discussions of the
ratings.

The board of trustees will publish, or cause to be published, an annual report
describing the financial management performance of the district. The report
must include the information provided by the Texas Education Agency. This
year’s report must include the district's financial management performance
under each indicator for both the current and previous years’ financial
accountability ratings.

Starting with the 2007 calendar year, the financial management report issued
at the Schools FIRST hearing must contain certain required disclosures, in
accordance with Title 19 Texas Administrative Code, Chapter 109, Budgeting,
Accounting, and Auditing, Subchapter AA, Commissioner’'s Rules Concerning
Financial Accountability Rating System. These disclosures include:

1. a copy of the superintendent’s current employment contract;

2. a summary schedule for the fiscal year of expenditures paid on behalf of
and/or total reimbursements received by the superintendent and each board
member, including transactions resulting from use of the school district’s
credit card(s) to cover expenses incurred by the superintendent and each
board member;

3. a summary schedule for the fiscal year of the dollar amount of compensation
and/or fees received by the superintendent from another school district or
any other outside entity in exchange for professional consulting and/or other
personal services;

4. a summary schedule for the fiscal year of the total dollar amount by the
executive officers and board members of gifts that had an aggregate
economic value of $250 or more;




5. a summary schedule for the fiscal year of the dollar amount by board
member for the aggregate amount of business transactions with the school
district; and

6. a summary schedule of the data submitted using the electronic-based
program developed under the financial solvency provisions of Texas
Education Code, 839.0822; and

7. any other information the local board of trustees determines to be useful.

Within two months after receipt of the final rating, the board of trustees shall
hold a hearing for public discussion of the annual financial accountability system
report. The board of trustees shall notify property owners and parents and
guardians in the district of the hearing. The District published notification, as
required, in the Waco Tribune-Herald on October 4, 2011 and October 11,
2011. The public meeting was to be held on October 27, 2011.

After receipt of the financial accountability rating system report generated by
the Texas Education Agency, the district level decision making committee must
hold at least one public meeting annually for the purpose of discussing the
financial performance of the district and district performance objectives.

A corrective action plan is to be filed with the TEA by each school district that
received a rating of “Substandard Achievement” or “Suspended — Data Quality.”

If you have any questions about the report or need additional financial
information about the District, please contact the Assistant Superintendent of
Business and Support Services, Waco 1.S.D., 501 Franklin Avenue, Waco, Texas
76701. A copy of this report is available upon request through the Office of
Public Information.



The Ratings Worksheet

The following pages contain the 2009-10 School FIRST rating worksheet
detailing the District’'s performance on each of the twenty-two indicators as
published by the Texas Education Agency. The worksheet is followed by an
explanation of the indicators and information as to how ratings are assessed.

Financial Integrity Rating System of Texas

2009-2010 DISTRICT STATUS DETAIL

Name: WACO ISD(161914) Publication Level 1: 6/17/2011 9:03:31 AM
Status: Passed Publication Level 2: 8/31/2011 1:00:45 PM
Rating: Superior Achlevement ““““““““ Last Updated: 8/31/2011 1:00:45 PM

~ District Score: 75 : Passing Score: 56
H Indicator Description Score
1 | Was The Total Fund Balance Less Reserved Fund Balance Greater Yes

Than Zero In The General Fund?

2 Was the Total Unrestricted Net Asset Balance (Net of Accretion of Yes

Interest on Capital Appreciation Bonds) In the Governmental Activities

Column in the Statement of Net Assets Greater than Zero? (If the

District's 5 Year % Change in Students was 10% more)

3 Were There No Disclosures In The Annual Financial Report And/Or © Yes

Other Sources Of Information Concerning Default On Bonded

Indebtedness Obligations?

4 Was The Annual Financial Report Filed Within One Month After Yes
November 27th or January 28th Deadline Depending Upon The
District's Fiscal Year End Date (June 30th or August 31st)?

5 Was There An Unqualified Opinion in Annual Financial Report? Yes

6 Did The Annual Financial Report Not Disclose Any Instance(s) Of © Yes

Material Weaknesses In Internal Controls?




1

Below According To District Size?

Multiplier
Sum

7 Did the Districts Academic Rating Exceed Academically Unacceptable? o)

8 Was The Three-Year Average Percent Of Total Tax Collections 5
(Including Delinquent) Greater Than 98%7?

9 Did The Comparison Of PEIMS Data To Like Information In Annual 5
Financial Report Result In An Agagregate Variance Of Less Than 3
Percent Of Expenditures Per Fund Type (Data Quality Measure)?

10 : Were Debt Related Expenditures (Net Of IFA And/Or EDA Allotment) < : 5
$350.00 Per Student? (If The District's Five-Year Percent Change In
Students = Or > 7%, Or If Property Taxes Collected Per Penny Of Tax
Effort > $200,000 Per Student)

11  Was There No Disclosure In The Annual Audit Report Of Material 5
Noncompliance?

12  Did The District Have Full Accreditation Status In Relation To Financial 5
Management Practices? (e.q. No Conservator Or Monitor Assigned)

- 13 Was The Aggregate Of Budgeted Expenditures And Other Uses Less ‘5
Than The Aggregate Of Total Revenues, Other Resources and Fund
Balance In General Fund?

- 14 - If The District's Aggregate Fund Balance In The General Fund And - 5
Capital Projects Fund Was Less Than Zero, Were Construction Projects
Adeqguately Financed? (To Avoid Creating Or Adding To The Fund
Balance Deficit Situation)

15 - Was The Ratio Of Cash And Investments To Deferred Revenues 5
(Excluding Amount Equal To Net Delinguent Taxes Receivable) In The
General Fund Greater Than Or Equal To 1:1? (If Deferred Revenues
Are Less Than Net Delinquent Taxes Receivable)

- 16 = Was The Administrative Cost Ratio Less Than The Threshold Ratio? ‘5

17 @ Was The Ratio Of Students To Teachers Within the Ranges Shown 5
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Was The Ratio Of Students To Total Staff Within the Ranges Shown : 5
Below According To District Size?

19

~ Was The Total Fund Balance In The General Fund More Than 50% And = 5

Less Than 150% Of Optimum According To The Fund Balance And
Cash Flow Calculation Worksheet In The Annual Financial Report?

20

Was The Decrease In Undesignated Unreserved Fund Balance < 20% 5

Over Two Fiscal Years?(If 1.5 Times Optimum Fund Balance < Total

Fund Balance In General Fund Or If Total Revenues > Operating
Expenditures In The General Fund,Then District Receives 5 Points)

21

Was The Aggregate Total Of Cash And Investments In The General 5
Fund More Than $0?

o

Were Investment Earnings In All Funds (Excluding Debt Service Fund 5
and Capital Projects Fund) More Than $20 Per Student?

75
Weighted
Sum

1
Multiplier
Sum

75 Score

DETERMINATION OF RATING

A

- Did The District Answer 'No' To Indicators 1, 2, 3 Or 4? OR Did The District
Answer 'No' To Both 5 and 6? If So, The District’s Rating Is Substandard
. Achievement.

- Determine Rating By Applicable Range For summation of the indicator scores
(Indicators 7-22)
. Superior Achievement  72-80 and Yes to indicator 7
Above Standard Achievement 64-71 or >= 72 and No to indicator 7
. Standard Achievement . 56-63
' Substandard Achievement <56 or No to one default indicator




INDICATOR 17 & 18 RATIOS

© Indicator 18

I ndicator 17

éRatios

éRanges for

Ratios

Ranges for

gDistrict Size - Number of )
low High

District Size - Number of

- High

%tudents Between . Students Between o

< 500 7 22 < 500 5 14
500-999 10 22 500-999 5.8 14
E1000—4999 E11.5 E22 | 1000-4999 6.3 E 14
5000-9999 13 22 5000-9999 6.8 14
=> 10000 13.5 22 => 10000 70 “““ 14




How the Ratings are Assessed

The questions a school district must address in completing the worksheet used
to assess its financial management system can be confusing to non-
accountants. The following is a layman’s explanation of what the questions
mean — and what our answers can mean to the Waco Independent School
District’s rating.

1.

Was total Fund Balance less Reserved Fund Balance greater than
zero in the General Fund?

School districts must legally have a fund balance to ensure adequate funding
for operations. This indicator is designed to ensure that the district has a
positive amount of fund balance cash (savings) that is not designated or
“reserved” for a specific purpose. In other words, “Does the district have
funds set aside for a rainy day?”

At August 31, 2010, Waco ISD had an ending unreserved fund balance of
$27,772,634 as compared to $26,208,934 for the previous year.

Was the Total Unrestricted Net Asset Balance (Net of Accretion of
Interest for Capital Appreciation Bonds) in the Governmental
Activities Column in the Statement of Net Assets Greater than Zero?
(If the District’s Five-Year Percent change in Students was a 10%b
Increase or More then Answer ‘Yes’)

This indicator simply asks, “Did the district’s total assets exceed the total
amount of liabilities (according to the very first financial statement in the
annual audit report)?” Fortunately this indicator recognizes that high-
growth districts incur large amounts of debt to fund construction, and that
total debt may exceed the total amount of assets under certain scenarios.

At August 31, 2010, Waco ISD had a total unrestricted net asset balance of
$31,255,981 with accretion of interest for capital appreciation bonds of
$754,663. At August 31, 2009, the total unrestricted net asset balance was
$27,908,196 with accretion of interest for capital appreciation bonds of
$435,488.

Were there NO disclosures in the Annual Report and/or other
sources of information concerning default on bonded indebtedness
obligations?

This indicator seeks to make certain that the district has paid its
bills/obligations on bonds issued to pay for school construction, etc.

Waco ISD had no disclosures concerning default on bonded indebtedness for
the fiscal year ended August 31, 2010 or for the previous fiscal year.

Was the Annual Financial Report filed within one month after the
November 27 or January 28 deadline depending upon the district’s
Fiscal Year end date (June 30 or August 31)?

A simple indicator, was the Annual Financial Report filed by the deadline?



The Annual Financial Report for the fiscal year ended August 31, 2010 was
approved by the Board of Trustees on January 20, 2011 and received by the
Texas Education Agency on January 28, 2010. The Annual Financial Report
for the fiscal year ended August 31, 2009 was approved by the Board of
Trustees on January 21, 2010 and received by the Texas Education Agency
by January 28, 2010.

Was there an Unqualified Opinion in the Annual Financial Report?

A “qualification” on the financial report means that we need to correct some
of our reporting or financial controls. The district’s goal, therefore, is to
receive an “unqualified Opinion” on its Annual Financial Report. This is a
simple “Yes” or “No” indicator.

The opinion expressed by our independent auditors on the Annual Financial
Report for both the fiscal years ended August 31, 2010 and August 31, 2009
was unqualified.

Did the Annual Financial Report NOT disclose any instance(s) of
material weakness in internal controls?

A clean audit of the Annual Financial Report would state that the district has
no material weaknesses in internal controls. Any internal weaknesses create
a risk of the district not being able to properly account for its use of public
funds, and should be immediately addressed.

The Annual financial Report for fiscal years ended August 31, 2010 and
August 31, 2009 disclosed no material weaknesses in internal control.

Did the district’'s academic rating exceed academically
unacceptable?

This indicator simply asks whether the district’'s accreditation status is in
good standing.

The District’'s academic rating for the 2009-10 school year was
“Academically Acceptable”. For the 2008-09 school year the rating was
“Academically Unacceptable.”

Was the percent of total tax collections (including delinquent)
greater than 98 percent?

This indicator measures the district’s success in collecting the taxes owed to
us by the community’s businesses and homeowners, placing a 98 percent
minimum collections standard. We must collect 98 percent or more of your
taxes, including any delinquent taxes owed from past years.

The District collected 98.39 percent of its tax levy for the fiscal year ended
August 31, 2010 and 98.88 percent of its tax levy for the fiscal year ended
August 31, 2009.

Did the comparison of PEIMS data to like information in the Annual
Financial Report result in an aggregate variance of less than 3
percent of expenditures per fund type (Data Quality Measure)?

This indicator measures the quality of data reported to PEIMS and in the
Annual Financial Report to make certain that the data reported in each case
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10.

11.

12.

13.

“matches up.” If the difference in numbers reported in any fund type is
more than 3 percent, the district “fails” this measure.

The comparison of the District’s PEIMS data to like information in the Annual
financial Report resulted in a variance of 0.00000000133 for the fiscal year
ended August 31, 2010 compared to a variance of 0.0000011 in the
previous year.

Were Debt-Related Expenditures (net of IFA and/or EDA allotment)
less than $350 per student? (if the district’s five-year percent
change in students was a 7% increase or more, or if property taxes
collected per penny of tax effort were more than $200,000, then the
district receives 5 points.)

This indicator shows the Legislature’s intent is for school districts to spend
money on education, rather than fancy buildings, by limiting the amount of
money district’s can spend on debt to $350 per student. Fortunately, the
Legislature did allow for fast-growth schools to exceed this cap.

While the District spent $842.2785 per student on debt-related expenditures
for the fiscal year ended August 31, 2010 and the five-year percent change
in students was a negative 0.0217%, property taxes collected per penny of
tax effort were $375,446.3864, exceeding the required $200,000, therefore
the district received the full five points. Debt-related expenditures were
$811.088 per student in the previous year.

Was there NO disclosure in the Annual Audit Report of Material
Noncompliance?

NO disclosure means the Annual Financial Report includes no disclosure
indicating that the school district failed to comply with laws, rules and
regulations for a government entity.

The Annual financial Report for fiscal years ended August 31, 2010 and
August 31, 2009 disclosed no material non-compliance with laws, rules or
regulations.

Did the district have full accreditation status in relation to financial
management practices? (e.g. no master or monitor assigned)

Did TEA take over control of the district due to financial issues such as fraud
or having a negative fund balance? If not, you pass this indicator.

Circumstances did not necessitate the assignment of either a master or
monitor to the District for either fiscal year.

Was the aggregate of Budgeted Expenditures and Other Uses LESS
THAN the aggregate of Total Revenues, Other Resources and Fund
Balance in the General Fund?

Did you overspend the budget? The district will receive a negative rating on
this measure if the total expenditures and other uses for the fiscal year
exceeded the total funds available.
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14,

15.

16.

Budgeted General Fund revenues, other resources and fund balance
exceeded total expenditures and other uses by $26.3 million for the fiscal
year ended August 31, 2010 and by $24.5 million for the fiscal year ended
August 31, 2009.

If the district’s Aggregate Fund Balance in the General Fund and
Capital Projects Fund was LESS THAN zero, were construction
projects adequately financed? (Were construction projects
adequately financed or adjusted by change orders or other legal
means to avoid creating or adding to the fund balance deficit
situation?)

Did we over-spend on school buildings or other capital projects? This
indicator measures the district’'s ability to construct facilities without
damaging the Fund Balance.

The District’'s aggregate fund balance in the General Fund and Capital
Projects Fund exceeded $108.0 million for the 2010 fiscal year and $176.5
for the 2009 fiscal year. Expenditures for capital projects did not exceed
funds available for that purpose in either year.

Was the ratio of Cash and Investments to Deferred Revenues
(excluding amount equal to net Delinquent Taxes Receivable) in the
General Fund greater than or equal to 1:1? (If Deferred Revenues
are less than Delinquent Taxes Receivable, then the district receives
five points)

This indicator measures whether or not the district has sufficient cash and
investments to balance Fund Balance monies such as TEA overpayments
(deferred revenues). In other words, the district should have fund balance
monies of its own that are at least equal to those dollars that are there due
to overpayments from TEA, and we should not be spending “next year’s*
monies this year. A district earns up to five points under this indicator
based upon its relative performance.

Property taxes receivable net of uncollectible taxes in the General Fund
exceeded total deferred revenues by $128,635 at August 31, 2010 so the
District automatically received five points. Property taxes receivable net of
uncollectible taxes exceeded total deferred revenues by $169,595 at August
31, 20009.

Was the Administrative Cost Ratio less than the standard in State
Law?

TEA and state law sets a cap on the percentage of the budget that Texas
school districts can spend on administration. Did we exceed the cap for
districts of our size?

The District’s Administrative Cost Ratio was computed at 7.95 percent for
the fiscal year ended August 31, 2010 compared to 8.52 percent for the
prior year. This was less than the Acceptable Administrative Cost Ratio of
11.05 percent for district’s of comparable size.
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17. Was the Ratio of Students to Teachers within the ranges shown
below according to district size?

Indicator 16 Ranges for Ratios
District Size — Number of Students Low High
<500 7.0 22.0
500 — 999 10.0 22.0
1,000 — 4,999 11.5 22.0
5,000 — 9.999 13.0 22.0
>= 10,000 13.5 22.0

This indicator measures the pupil-teacher ratio to ensure that it is within TEA
recommended ranges for districts of our student population range. For
example, districts (like WISD) with a student population over 10,000 should
have no more than 22 students per teacher and no fewer than 13.5 students
per teacher. A district earns up to five points under this indicator based
upon its performance.

The student-teacher ratio for Waco ISD for the 2009-10 school year was
14.2168:1 compared to 14.6551:1 for 2008-09. Although on the low side,
the ratio is within the acceptable range for districts with student populations
in excess of 10,000.

18. Was the Ratio of Students to Total Staff within the ranges shown
below according to district size?

Indicator 17 Ranges for Ratios
District Size — Number of Students Low High
<500 5.0 14.0
500 — 999 5.8 14.0
1,000 — 4,999 6.3 14.0
5.000 — 9,999 6.8 14.0
>= 10,000 7.0 14.0

This indicator measures the pupil-staff ratio to ensure that it is within TEA-
recommended ranges for districts of our student population range. For
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19.

20.

21.

example, districts (like WISD) with a student population over 10,000 should
have no more than 14 students per staff member and no fewer than 7.0
students per district employee. A district earns up to five points under this
indicator based upon its relative performance.

The student-staff ratio for Waco ISD for the 2009-10 school year was
7.0705:1 compared to 7.315:1 for the prior year. Again, while the ratio is on
the low side, it is within the acceptable range for districts with student
populations in excess of 10,000.

Was the Total Fund Balance in the General Fund more than 50
percent and less than 150 percent of Optimum according to the Fund
Balance and Cash Flow Calculation worksheet in the Annual Financial
Report?

The annual audit provides an optimum General Fund “Fund Balance” for the
district. The district should have no less than one-half and no more than
one and one-half times this amount in its Fund Balance, counting both
reserved and unreserved fund balances. A district earns up to five points
under this indicator based upon its relative performance.

The District’s calculated optimum fund balance at August 31, 2010 was
$33,630,787 compared to the District’'s Total General Fund Balance of
$29,036,793. This amount is between the upper and lower limits of one-half,
$16,815,394 and one and one-half, $50,446,181. At August 31, 2009 the
calculated optimum fund balance was $19,870,922 compared to the
District’s General Fund Total Fund Balance of $26,208,934. This amount was
between the upper and lower limits of one-half, $9,935,461, and one and
one-half, $29,806,383, of the optimum fund balance.

Was the decrease in Unreserved Fund Balance less than 20 percent
over two Fiscal years? (If 1.5 times Optimum Fund Balance in
General Fund or if Total Revenues exceeded Operating Expenditures
in the General fund, then the district receives five points)

Are we “feeding off of our Fund Balance” to pay for salaries or other district
operating expenses? This indicator notes rapid decreases in our
undesignated Fund Balance (those dollars not designated as a “land fund” or
“construction fund™) or emergency fund. A district earns up to five points
under this indicator based upon its relative performance.

The Undesignated, Unreserved Fund Balance in the General Fund increased
from $23,869,841 to $27,072,569 over the past two years. This represents
a 13.42 percent increase.

Was the Aggregate Total of Cash and Investments in the General
Fund more than $0?

Does the district have cash in the bank, and/or investments?

The District’s cash, cash equivalents and investments in the General Fund at
August 31, 2010 totaled $27,387,936 compared to $27,083,443 in the prior
year.
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22. Were investment earnings in all funds more than $20?

Are we using our cash or reserve fund (Fund Balance) monies wisely? A
district earns up to four points under this indicator based upon its relative
performance.

Investment earnings for the fiscal year ended August 31, 2010 were
$6.8216 per student compared to $25.3574 per student for the fiscal year
ended August 31, 2009, a decrease of $18.5358 from last year. This is
below the acceptable amount of $20 per student and scores zero points.
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Exhibit A-1
Superintendent’s Current Employment Contract
Page 1 of 8

The school district is to provide a copy of the superintendent's employment
contract that is effective on the date of the Schools FIRST hearing in calendar
year 2011. In lieu of publication in the Schools FIRST financial management
report, the school district may chose to publish the superintendent's
employment contract on the school district's Internet site. If published on
the Internet, the contract is to remain accessible for twelve months.
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Exhibit A-1
Superintendent’s Current Employment Contract
Page 2 of 8
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‘1 ghall ne the furthe: dily ol he Superinedent wodireel, asign. reassigm, and evalome 1l of e

1GE () dupenaendemyCain Conmazz 2l 1
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Superintendent’s Current Employment Contract
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srnlowcos ot the Dzt sraisistant wich Sozrd policies and fedaral and stoee ke, IUshali Te s
further done of the Superinteldcat =2 T 2, Teougacize, and arrangs the statt of the Lisrict, and
to develop ane ezmblish setoinistiative Lepulations, ru.cs, aod procedures wihcl the Supelintonilan:
aeerns negessars [or lie eliivient aml ¢[lecti ve apertion ol e THsb ol sonsise L witke e Foand's
peiicize. sod state and federal law It shatl be the furher dury of <h2 Simer niondent 1o accept ali
resipaaliond o eoplivess of ks ‘_tli?.lricl_ consistert with the Docrd's nolicies, except the
Superileadents msigtation. whick noust e aceepted by s Board, The 5 sperineadent stal!
parfioen the duties o fehe Superints adent of Sehee.s for the District with reasorabls car. dilipena,
skil and eXpertise

The Bisarid witlendeayor 1o celeral subslantve o dsiaos, i:l.r[:'l]_'.rli‘l.].nlb- and soppesliong called
i the Soacds allention to ke Sveperictendscr far amdy and appeopiate &ction, and the
Superintendent or et designec slail ivrcstipate sach raatters avd infenn s Board of the resilts of
sk effarts.

The Faperinisadent. ws dhected oy the Boerd, wi fwniss Qrcoghoot s ween e this
Corcract wovalid o appeopiiare sergiticane woactas Supesintsedes it o Seonds in the S of Teva.

The ‘Supeintendent hershy agoiees T rjcx'utu her l.:J.].I.E, sk, looo: apd audenlion . sl
el ayment duripg the wimss ol Gais Conirac.

The Boarm wall have vxohusive jumisdistion in determining peisies for the direstion ard
operaticn of the achno. systom, and the Supenntondent sgmes 4o camy sucl: nolicies eado grocntion

‘The Superintzndent carmot be reassioned [y the pastion of Supeeinlendent (o analher
pogttion withaout the Seactintendents Cxpesss wrlten wiacet,

L Carrpuensotiore
saperiteaden:, tor pectioeming futhfollv the dwles of Saperinféndent of Schoels 2hall

receivy st ammusi salary of $EO0LNG G This surual sl wid ve patd woequel instalimenos i

O 0 S, serimert il _asdmck 20 g ’ -
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accordanss with the palivy of the Dozrd governing payment of ather professivnal swil membos i
thiz D irie]. The Swpaintendents selary will be revicvwod ammally £ will be selat che tioe of the
acaption of the anmoal budact, 7t is aprecd that the amonnt of toe Sunerintendenr's salay will mo:
be reduced from Lthe preceding vedr's salary and w.ill nL he 145 thee the above atnounl,

The DisTicrwell provide the Superintesdent with an autemeslz allowanes i the acaos of
L3000 per manth lor uasspertation within Region KT TRCS. The Superiotend ert is anthorized Lo
desiyroute all wr ay par of this mmomablle allowance as sulury, The Disvrier will provide the
Supcrintercent witth 8 coll phome allawance in e aineant of 330,00 pel month, e Diswicr wil*
pay ot reimburss the Superntendent or rewsonabls exsenses, incudmz om of Region X ECH
eransportation, dircetly ineurmed by her in the per rlm}-.m1c=: of her du{ies undze this contrzet ny will
provvide o credit card for her cxpenses. The Superintendem shall comply wish all Tisimie Palicies
and procedurcs for daowecnting reimbusable expeniscs. Thiziza 12 memth por year contract, The
Guoeriptendert will be enttled w0 al useal sehool bolidays thronghont vhe year plas an additonal
1enr days of paid vacaticn to be wied azher discretion. Trsed secation days will be carried oiser Mot
tulure uss or [os payircol Upo Separalion trom the Districs, [Towever, e Superintendent mey ool
carcy over e thiae ten Jduys for (uture uss ot e payiment opon separation [rom the Thstricl The
Supiminlenent will be entitled e eny #ml 0 henedts, melinding healih mgasnes prooyiumes., 2= all
other snployvess of the Schaal Tistrizt. “he Superintendent will e cotitled fo sick leave in
aesordunie wita stale L ol Troard Palicies as lh;::}r prosenlly sx'slor ug they may be amended in
the e in the same amounl @l snder the same ciremstances as other District protessiocl
Aerdinne]. Additiooully, 1 the Supenater dont shiould be croble Lo perform a]l or sny ol he- doties
iy e ol Tllness, azeideni or other cange beyimd Ser contral, i zaid disabilily exiss fora period
Tonger i the accumulaled sck leavs o which she s coliled woder Board polics, 1]:.1-'\2 Board may

ther In its i sctetivn Sontinoe e pay the Soperintendenl for an adidiona] period not ongerthan sisry

IR e =S il o ok eer 007

-
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(A0 working dews either at 5007 o reduced salery, and iF sach disalidine r_-m:Lim_E;q Bewemad 1S
aduivimnal period, or ilsaid Jisability 15 peetaneny irreparabiz oc elsuch games &3 0 prevenl popar
perfurmonce of ber duties, [he Un..l.n: my, al its optien, tertnicate thid Conteact sherenpen he
Tespeclie dutizs, vights ard wklgalioos boesE =00 wercinale,

Thiz I Maiezet Al reimlnre the Supsrialosdsnl Sor-eosomahle and nece <oy nmovi g eepenses
acrualiy fewlod oy wmoving Lisusclield gonds and Sruishings from her presens oal cengs o Wazn,
Tesas, I

T¥. Review of Ferformance

In fume ol eoun year, aF i seee berealler o nraclicable, bul e later that Supue: 7], the
Tanrd wi'l devole amiesling oo messlings Lo an svaliaiim e the Supenciendenr's podformaree (it
ke Superimemlend proseny A each waach meetingdsh, the Thogrd i cocsultatien il he
Superintenideryw ] 1 ostuhlish speiac goals oo ether abjeclive coilera upon which, Soog with crileria
siab anTt 1n Boarl Fobetea, the Superinloaden) will be evalunied lor he fallivwimye swelve {173
manihs. The svaluation of we $aperintenden: stall 51 2t tienes be eonduccd in execmive session
and 5l be congidered confidenlial 1o The cxtent permited by liw. Tho Soperimendents evalustion
shall T reduced i wnling. The Tierd H]'.aﬂl [imisk the Sunerniendent with & copy of the wrillen
cvahupan maf zhal? daeman iz eratents with the Seomintondent 0 cxecutive 2easion, Malning
berein shall jmolilit e Boand arfhe Superinte ndant fra sha.ri'ug the f:fmt:ntln'r“th: Buderirendonts
v s b willy their respecive Tegprad cones].

¥V, Vrolessional Lepal Liabidily

This Mhivard ggzees L indemnify and aold the Superintendent harmless trom any and 7l
slaims, nelioms, vases vl aclion o jwlminenlks broagan aepainst her or tewaversd agamst ber &y hird
martics. ingeding, balnok lintted to, connt coste and aitoroey 2 foes incorted by the Soperictendent

o1 weesrdsl apninst bim, ansing from toe porformranee of Lee datics as Saporintendent aned this

VIR Gepe mbr Gengd i Do 101 i3
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Superintendent’s Current Employment Contract
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Coartract to the fnllest exctent pendtred b Lasy and the policies of the Boa:d. The Booed may previde

a policy of liablity jusurance to protect the Superintendent i: this pegard o entering ote tide

Tomtract, the Foant and e Sepecintesdeout Jo oo walve o saedifv anye defores, inomumity ar

Juristletumal bar zveildbie t: e Board am| e Superiniendan Mo policy of wacance arosil'ag,

covw rape Lo thg Superirendenl js modifad e chamead by 1t Contrast.

Y1 Levooalion of Emphevacil

The Board may dismizs the Superintendent doarie -he werms of this Contraet for yood ¢ange.

Thesonn good sausc” is dofined as tollows;

e Failurs to fulfilk duties or responsihilitics &= aet foarth voder the toyms apd
conditgons of this Contract;

bl Tnenrapelense of mefloieniy o the perfornence of requireg ot agsigned
dwiics a8 desmenied by cealvalions, suppienenls” oomarmidla, or clier
WD cammcnication. [ Lhe tarces and condiziors of this subparigeak (b}
siall cot justify good ceuae ankss the Board bas provided the Svparintodent
reasonghble opportusity to remediate any weompetence or mediciency . );

{0} Iresebwordimel = ar {fuiture o comply wilh Jaw Ml writen Bound ditecy ves;

(1 Faitare 0 coraply with Board's pollcies ot the Insmot's sewminisabee
ez lations;

(21 Merlect ml dutics;

1 Pmkenne=y or excessive use ne wleahalic heverages;

(@} Hiegalwsz o dmgze, balheeincgzns, o: otber aanastanses o milacd By che '1oxas
Cermnolled Subsiweas Aet,

) Coavietian ol o Jelony oF crime Wl vimg maral lorpilude,

HY Lailure 0 jueet ke Districts standands ol professaonal cuoduct

i Fuilure 1o comply wilth pessemabic Disicict professioosl devciopimoot
Icquircroents oeparding advanced cowrsc work ot 0:ottssional developrent,

i} Dhimahilite, not.otherwise protacied by law, that mpairs performatioe oF Lhe
roquited dimies of the Superictendenl;

C G iperimsnoon ol i Sontmes 2 | ]
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i Irvmoradity, which iz coruet the Brara deter_nines is not in cocfone it with
the accoptad moraf standards ¢ fthe srumunkzy cncompassed by tha Leatict,
lennwralivy is wot confined to scaval matters, our meludes conduct
incoksistent with rectimde o indicsdve of cormupnon. indecancy, or
deprasife:

ez Fallore to puctorth aressonal+ls cobortwo achicve a good rapport wich pereos,
the commun.ty. s, of the Baard: however, failure to accomiplish o good
rapporl mmder e igcme ano comlitons ol this parepraph shiul bGassned oo
wr be 2ood can ge wher g0 poad mppoet 5 nor achie ved doe to no tanh at'the
Suneriniendent,

5y Amzanlt onoan craploye s o stedent:

3] Eomrerloaly fulsifiiig pecords of desuoments rekated wo the List:ior's aslyv tes,

i Conscicus muatcpresentaticn of facs fo the Boeed or ether Dstrier nfficials
Wz the cendact of the [risteict's business.

i) Failare o ARl cegeirsments for sunperiotendest eotlificalios;

i1 Faifnze to filfl the roguivemcnts of 8 dedicheney nlan urdor an Bnemseene
Venmit .

£y Agry cabier tenson constitinine Tpaod cauie” widae Lexas Law.,
VI Miscellaneeuns
10138 @venT any che o faore afrlhe provizions eommainsd-ho this Comoaor skall, for any esson.
o bicld ta b tavalie, Hlegal, ot unenfovcruble, such invalidi~y, illegalite, or nenforeeditiy: skall
nor affert any ather provisioa toereot. and this Contract shall oo constrocd 28 if sweh evmcd,, illegal,
of waenloreentle provison haf never heen comtained herain, Upen Uhwe elleetive dae of this
Ayreemerd, Febmmry 234, 2011 al? cristing sareements and cocfracts, bk serhal aad sariten,
lrwlen the calics et poueniiug Use eonploviesn o e Superiutendeid will be superseded oy
tivis Comirast, sod chig Cantram copetifites the cogirs agerarent betanen Hhe partica 1 eee gmended

pomsanl e lermes oF [his Coatracl,

TR DG Srinlaaddi: 6 qin Crnlepad, 7111 ; A n
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The Seperintendaro wil? QL all ssecis of this Conlracl, any ezceptiim iereo being iy
nuipal eyt af the Boeard amd e Sceperinlermdent. -"-Fll:r walensiors or enerdmens of s

{omntenel wili ke Srowriting signed by holh panies.

THA I this daw af L2l

ATTLRT WACD DMEPENDIERT SCHOWOL THSTRICT
Lary I'erez, Secretcy S :"-Ic'x- 'ﬂ-’illiﬂnzs,f'rgaiarﬁr

Tound al Trosies: - Board of Lmustoos

Bows Cailn
Ruperintsdent o1 Schools
Wae Tndenendent Setonl Do

[ELHUE DR RLRRE TN "R L WATE g He A | . 7

I
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Exhibit A-2

Summary Schedule of Total Reimbursements Received by
Superintendent and Each Board Member

Waco ISD Superintendent and Board Member Reimbursements
For the Twelve-Month Period Ended August 31, 2010

Description of Reimbursements Meals Lodging Transportation Motor Fuel  Other Total

Superintendent:

Dr. Roland Hernandez $1,709.60 676.74 1,812.20
Board Members:
Pat Atkins $ 11.85 - -
Debbie Luce $ 16.41 - -
Norman Manning $ - 159.84 197.45
Larry Perez $ 166.10 421.83 286.97
David Schleicher $ 7.34 - -
Allen Sykes $ 24.09 - -
Angela Tekell $ - - -
Alex Williams $ 3364 - -

All “reimbursements” expenses, regardless of the manner of payment, including direct pay,
purchase order are to be reported. Items to be reported per category include:

- 1,655.00 $ 5,853.54

11.85
16.41
357.29
874.90
7.34
24.09

P H LB B H S

33.64

credit card, cash, and

Meals — Meals consumed out of town, and in-district meals at area restaurants (outside of board meetings,

excludes catered board meeting meals).
Lodging - Hotel charges.

Transportation - Airfare, car rental (can include fuel on rental, taxis, mileage reimbursements, leased cars, parking

and tolls).
Motor fuel — Gasoline.

Other: - Registration fees, telephone/cell phone, internet service, fax machine, and other reimbursements (or

on-behalf of) to the superintendent and board member not defined above.
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Exhibit A-3

Compensation and/or Fees Received by Superintendent
from Outside Entities for Professional Consulting and/or
Other Personal Services

For the Twelve-Month Period Ended August 31, 2010

Amount

Name(s) of Entity(ies) Received
None $0
Total $0

Compensation does not include business revenues generated from a family business (farming,
ranching, etc.) that has no relation to school district business.
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Exhibit A-4

Summary Schedule of Total Dollar Amount by
Superintendent and Board Members (and First Degree
Relatives) of Gifts That Had an Economic Value Exceeding
$250 in the Aggregate

For the Twelve-Month Period Ended August 31, 2010

Total

Superintendent:

Dr. Roland Hernandez $0.00
Board Members:

Pat Atkins $0.00

Debbie Luce $0.00

Norman Manning $0.00

Larry Perez $0.00

David Schleicher $0.00

Allen Sykes $0.00

Angela Tekell $0.00

Alex Williams $0.00

Note -- An executive officer is defined as the superintendent, unless the board of trustees or the

district administration names additional staff under this classification for local officials.
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Exhibit A-5
Summary Schedule of the Total Dollar Amount by Board
Member of Business Transactions with the School District

For the Twelve-Month Period Ended August 31, 2010

Total

Superintendent:

Dr. Roland Hernandez $0.00
Board Members:

Pat Atkins $49,398.59 *

Debbie Luce $0.00

Norman Manning $0.00

Larry Perez $0.00

David Schleicher $0.00

Allen Sykes $66,799.03 *

Angela Tekell $0.00

Alex Williams $0.00

Note -- The summary amounts reported under this disclosure are not to duplicate the items disclosed in
the summary schedule of reimbursements received by board members.

* Amounts shown are applicable to salaires and benefits for board member's spouse.
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Exhibit A-6

Summary Schedule of Data Submitted Under the Financial
Solvency provisions of TEC 839.0822

General Fund - First-Quarter Expenditures By Object Code

Report 2010-2011 first-quarter (first three months of fiscal year 2010-2011) GENERAL FUND
expenditures by object code using whole numbers.

Payroll

Contract Costs

Supplies and Materials

Other Operating

Debt Service

Capital Outlay

Expenditures for payroll costs

Expenditures for services
rendered by firms, individuals,
and other organizations

Expenditures for supplies and
materials necessary to maintain
and/or operate furniture,
computers, equipment, vehicles,
grounds, and facilities

Expenditures for items other
than payroll, professional and
contracted services, supplies
and materials, debt service, and
capital outlay

Expenditures for debt service

Expenditures for land, buildings,
and equipment

object codes 6110-6149

object code series 6200

object code series 6300

object code series 6400

object code series 6500

object code series 6600

5 23164144
8 2772373
$ 1,100,706
$ 705,456
5 285005
8 27478
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Exhibit A-6
Summary Schedule of Data Submitted Under the Financial
Solvency provisions of TEC 839.0822

Additional Financial Solvency Questions

1) Districts with a September 1 - August 31 fiscal year:
Within the last two years, did the school district Yes No

a) draw funds from a short-term financing note (term less
than 12 months) between the months of September and
December, inclusive, and \
b) for the prior fiscal year, have a total General Fund
balance of less than 2 percent of total expenditures for
General Fund function codes 11-61? \

2) Has the school district declared financial exigency within
the past two years? \

3) Provide comments or explanations for student-to-staff ratios significantly (more than 15%) below
the norm, rapid depletion of General Fund balances, or any significant discrepancies between actual

budget figures and projected revenues and expenditures, or any other information that may be
helpful in evaluating the school district's financial solvency.

Mean Enrollment-to- 85% of mean Enrollment-to-

Teacher Ratio Teacher Ratio School District Size
8.39 7.13 Under 100
9.48 8.06 100 to 249
10.73 9.12 250 to 499
11.48 9.76 500 to 999
12.45 10.58 1,000 to 1,599
13.52 11.50 1,600 to 2,999
14.29 12.15 3,000 to 4,999
14.80 12.58 5,000 to 9,999
14.88 12.65 10,000 to 24,999
15.01 12.76 25,000 to 49,999
15.06 12.80 50,000 and Over

The district's enroliment-to-teacher ratio was 14.2168:1 well within the 15% allowable range.
4) How many superintendents has your school district had in the last five years?

5) How many business managers has your school district had in the last five years?

29



GLOSSARY

Academic Excellence Indicator System (AEIS): The Texas Education Agency pulls together a
wide range of information on the performance of students in each school and district in Texas
every year. This information is put into the annual AEIS reports, which are available each year in
November. The performance indicators include:

= TAAS passing rate by grade, by subject, and by all grades tested;

= End-of-Course examination — participation and results;

= SDAA performance

= Attendance rate for the full year;

= Dropout rate (by year);

= Completion and dropout rates (4-year longitudinal);

= Percent of high school students completing an advanced course;

= Percent of graduates completing the Recommended High School Program;

e AP and IB examination results;

= TAAS / TASP equivalency rate; and

= SAT and ACT examination — participation and results.

Accountability Rating: The rating assigned by the Academic Excellence Indicator System
(AEIS) to a school district or campus. The three indicators used to determine the accountability
rating for a campus or district are their (1) performance on the TAAS reading, mathematics, and
writing exams; (2) Dropout Rate; and (3) Attendance Rate. Based on these indicators every
campus and district is assigned one of the following:
District Ratings: Exemplary, Recognized, Academically Acceptable, Academically
Unacceptable, Unacceptable (Special Accreditation Investigation) or Charter.
Campus Ratings: Exemplary, Recognized, Acceptable, Low Performing, or Not Rated.
Alternative Schools are rated differently.

Accounting: A standard school fiscal accounting system must be adopted and installed by the
board of trustees of each school district. The accounting system must conform to generally
accepted accounting principles. This accounting system must also meet at least the minimum
requirements prescribed by the state board of education, subject to review and comment by the
state auditor.

Ad Valorem Property Tax: Literally the term means “according to value.” Ad valorem taxes are
based on a fixed proportion of the value of the property with respect to which the tax is assessed.
They require an appraisal of the taxable subject matter’s worth. General property taxes are
almost invariably of this type. Ad valorem property taxes are based on ownership of the property,
and are payable regardless of whether the property is used or not and whether it generates
income for the owner (although these factors may affect the assessed value).

Adopted Tax Rate: This is the tax rate set by the school district to meet its legally adopted
budget for a specific calendar year.

All Funds: A school district’s accounting system is organized and operated on a fund basis where
each fund is a separate fiscal entity in the school district much the same as various corporate
subsidiaries are fiscally separate in private enterprise. All Funds refers to the combined total of all
the funds listed below:

* The General Fund

= Special Revenue Funds (Federal Programs, Federally Funded Shared Services, State

Programs, Shared State/Local Services, Local Programs)

= Debt Service Funds

= Capital Projects Funds

= Enterprise Funds for the National School Breakfast and Lunch Program (as appropriate)

Assessed Valuation: This is a valuation set upon real estate or other property by a government
as a basis for levying taxes.
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Auditing: Accounting documents and records must be audited annually by an independent
auditor. The Texas Education Agency (TEA) is charged with review of the independent audit of the
local education agencies.

Beginning Fund Balance: The General Fund balance on the first day of a new school year. This
is, typically, equivalent to the fund balance at the end of the previous school year.

Budget: The projected financial data for the current school year. Budget data are collected for
the general fund, food service fund, and debt service fund.

Budgeting: Not later than August 20 of each year, the superintendent (or designee) must
prepare a budget for the school district if the fiscal year begins on September 1. (For those
districts with fiscal years beginning July 1, this date would be June 20.) The legal requirements
for funds to be budgeted are included in the Budgeting module of the TEA Resource Guide. The
budget must be adopted before expenditures can be made, and this adoption must be prior to the
setting of the tax rate for the budget year. The budget must be itemized in detail according to
classification and purpose of expenditure, and must be prepared according to the rules and
regulations established by the state board of education. The adopted budget, as necessarily
amended, shall be filed with TEA through the Public Education Information Management System
(PEIMS) as of the date prescribed by TEA.

Capital Outlay: This term is used as both a Function and an Object. Expenditures for land,
buildings, and equipment are covered under Object 6600. The amount spent on acquisitions,
construction, or major renovation of school district facilities are reported under Function 81.

Capital Project Funds: Fund type used to account for financial resources to be used for the
acquisition or construction of major capital facilities (other than those financed by proprietary
funds and trust funds.)

Cash: The term, as used in connection with cash flows reporting, includes not only currency on
hand, but also demand deposits with banks or other financial institutions. Cash also includes
deposits in other kinds of accounts or cash management pools that have the general
characteristics of demand deposit accounts in that the governmental enterprise may deposit
additional cash at any time and also effectively may withdraw cash at any time without prior
notice or penalty.

Chapter 41: A key “equity” chapter in the Texas Education Code (TEC) is Chapter 41. This
chapter is devoted to wealth equalization through the mechanism of recapture, the recovery of
financial resources from districts defined by the state as high property wealth. Resources are
recovered for the purpose of sharing them with low-wealth districts. Districts that are subject to
the provisions of Chapter 41 must make a choice among several options in order to reduce their
property wealth and share financial resources.

Comptroller Certified Property Value: The district’s total taxable property value as certified by
the Comptroller’s Property Tax Division (Comptroller Valuation).

Debt Service Fund: Governmental fund type used to account for the accumulation of resources
for, and the payment of, general long-term debt principal and interest.

Debt Services: Function area 70 and one Object code series (6500) are identified using this
terminology “debt services.” Function 70 is a major functional area that is used for expenditures
that are used for the payment of debt principal and interest including Function 71. Expenditures
that are for the retirement of recurring bond, capital lease principal, and other debt, related debt
service fees, and for all debt interest fall under Function 71. Object code series 6500 covers all
expenditures for debt service.

Deferred Revenue: These are resource inflows that do not yet meet the criteria for revenue
recognition. Unearned amounts are always reported as deferred revenue. In governmental
funds, earned amounts also are reported as deferred revenue until they are available to liquidate
liabilities of the current period.
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Designated Fund Balance: The designated fund balance represents tentative plans for the
future use of financial resources. Designations require Board action to earmark fund balance for
bona fide purposes that will be fulfilled within a reasonable period of time.

Effective Tax Rate: Provides the unit with approximately the same amount of revenue it had the
year before on properties taxes in both years. A comparison of the effective tax rate to the
taxing unit’s proposed tax rate shows if there will be a tax increase.

Ending Fund Balance: The ending fund balance is the amount of unencumbered surplus fund
balance reported by the district at the end of the specified school year. For most school districts
this will be equivalent to the fund balance at the beginning of the next school year.

Excess (Deficiency): Represents receivables due (excess) or owed (deficiency) at the end of the
school year. This amount is recorded as Asset Object 1200.

Existing Debt Allotment (EDA): Is the amount of state funds to be allocated to the district for
assistance with existing debt.

Expenditures: The cost of goods deliverd or services rendered, whether paid or unpaid including
expenses, provisions for debt retirement not reported as a liability of the fund from which retired
and capital outlays.

Federal Revenues: Revenues paid either directly to the district or indirectly though a local or
state government entity for Federally-subsidized programs including the School Breakfast
Program, National School Lunch Program, and School Health and Related Services Program. This
amount is recorded as Revenue Object 5900.

Fiscal Year: A period of 12 consecutive months legislatively selected as a basis for annual
financial reporting, planning, and budgeting. The fiscal year may run September 1 through
August 31 or July 1 through June 30.

Foundation School Program (FSP) Status: The Foundation School Program (FSP) is the
shared financial arrangement between the state and the school district, where property taxes are
blended with revenues from the state to cover the cost of basic and mandated programs. The
nature of this arrangement falls in one of the following status categories: Regular, Special
Statutory, State Administered, Education Service Center, or Open Enrollment Charter School
District.

FTE: Full-Time Equivalent measures the extent to which one individual or student occupies a
fulltime position or provides instruction, e.g., a person who works four hours a day or a student
that attends a half of a day represents a .5 FTE.

Function: Function codes identify the expenditures of an operational area or a group of related
activities. For example, in order to provide the appropriate atmosphere for learning, school
districts transport students to school, teach students, feed students and provide health services.
Each of these activities is a function. The major functional areas are:

= Instruction and Instructional-Related Services

= Instructional and School Leadership

= Support Services - Student

= Administrative Support Services

= Support Services; Non-Student Based

= Ancillary Services

= Debt Service

= Capital Outlay

= Intergovernmental Charges

Fund Balance: The difference between assets and liabilities reported in a governmental fund.

General Administration: The amount spent on managing or governing the school district as an
overall entity. Expenditures associated with this functional area are reported under Function 41.
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General Fund: This fund finances the fundamental operations of the district in partnership with
the community. All revenues and expenditures not accounted for by other funds are included.
This is a budgeted fund and any fund balances are considered resources available for current
operations.

I&S Tax Rate: The tax rate calculated to provide the revenues needed to cover Interest and
Sinking (1&S) (also referred to as Debt Service). 1&S includes the interest and principal on bonds
and other debt secured by property tax revenues.

Incremental Costs: The amount spent by a school district with excess wealth per WADA on the
purchase of attendance credits either from the state or from other school district(s). Expenditures
associated with this functional area are reported under Function 92.

Instruction: The amount spent on direct classroom instruction and other activities that deliver,
enhance or direct the delivery of learning situations to students regardless of location or medium.
Expenditures associated with this functional area are reported under Function 11.

Instructional Facilities Allotment (IFA): (State Aid) Provides assistance to school districts in
making debt service payments on qualifying bonds and lease-purchase agreements. Proceeds
must be used for the construction or renovation of an instructional facility.

Intergovernmental Charges: “Intergovernmental” is a classification used when one
governmental unit transfers resources to another. In particular, when a Revenue Sharing District
purchases WADA or where one school district pays another school district to educate transfer
students. Expenditures associated with this functional area are reported under Function 90.

Investments in Capital Assets, Net of Related Debt: One of three components of net assets
that must be reported in both government-wide and proprietary fund financial statements.
Related debt, for this purpose, includes the outstanding balances of any bonds, mortgages, notes,
or other borrowings that are attributable to the acquisition, construction, or improvement of
capital assets of the government.

Local & Intermediate Revenues: All revenues from local taxes and other local and
intermediate revenues. For specifics, see the definitions for Local Tax and Other Local &
Intermediate Revenues. This amount is recorded under Object 5700.

Local Tax: This is all revenues from local real and personal property taxes, including recaptured
funds from 1) Contracted Instructional Services Between Public Schools (Function 91) and 2)
Incremental Costs associated with Chapter 41 of the Texas Education Code (Function 92).

M&O Tax Rate: The tax rate calculated to provide the revenues needed to cover Maintenance &
Operations (M&0O). M&O includes such things as salaries, utilities, and day-to-day operations.

Object: An object is the highest level of accounting classification used to identify either the
transaction posted or the source to which the associated monies are related. Each object is
assigned a code that identifies in which of the following eight major object groupings it belongs:

= 1000 Assets

* 2000 Liabilities

= 3000 Fund Balances

= 5000 Revenue

= 6000 Expenditures/Expenses

= 7000 Other Resources/Non-Operating Revenue/Residual Equity Transfers In

* 8000 Other Uses/Non-Operating Revenue/Residual Equity Transfers Out

Operating Expenditures: Operating expenditures, covering a wide variety of expenditures
necessary to a district’s operations, fall into this category with the largest portion going to payroll
and related employee benefits and the purchase of goods and services.

Operating Expenditures / Student: Total Operating Expenditures divided by the total number
of enrolled students.
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Operating Revenues and Expenses: Term used in connection with the proprietary fund
statement of revenues, expenses, and changes in net assets. The term is not defined as such in
the authoritative accounting and financial reporting standards, although financial statement
preparers are advised to consider the definition of operating activities for cash flows reporting in
establishing their own definition.

Other Local & Intermediate Revenues: All local and intermediate revenues NOT from local
real and personal property taxes including:

= Revenues Realized as a Result of Services Rendered to Other School Districts

e Tuition and Fees

= Rental payments, interest, investment income

e Sale of food and revenues from athletic and extra/co-curricular activities

= Revenues from counties, municipalities, utility districts, etc.

Other Operating Costs: Expenditures necessary for the operation of the school district that are
NOT covered by Payroll Costs, Professional and Contracted Services, Supplies and Materials, Debt
Services, and Capital Outlay fall into this category and include travel, Insurance and bonding
costs, election costs, and depreciation. This amount is recorded as Expenditure/Expense Object
6400.

Other Resources: This amount is credited to total actual other resources or non-operating
revenues received or residual equity transfers in. This amount is recorded under Object 7020.

Payments for Shared Services Arrangements: Payments made either from a member
district to a fiscal agent or payments from a fiscal agent to a member district as part of a Shared
Services Arrangement (SSA). The most common types of SSAs relate to special education
services, adult education services, and activities funded by the Elementary and Secondary
Education Act (ESEA). Expenditures associated with this functional area are reported under
Function 93.

Payroll: Payroll costs include the gross salaries or wages and benefit costs for services or tasks
performed by employees at the general direction of the school district. This amount is recorded as
Expenditure/Expense Object 6100. (NOTE: Payroll amounts do not include salaries for contract
workers, e.g., for food service and maintenance. Therefore, this figure will vary significantly
between districts and campuses that use contract workers and those that do not.)

PEIMS: A state-wide data management system for public education information in the State of
Texas. One of the basic goals of PEIMS, as adopted by the State Board of Education in 1986, is to
improve education practices of local school districts. PEIMS is a major improvement over previous
information sources gathered from aggregated data available on paper reports. School districts
submit their data via standardized computer files. These are defined in a yearly publication, the
PEIMS Data Standards.

Plant Maintenance & Operations: The amount spent on the maintenance and operation of the
physical plant and grounds and for warehousing and receiving services. Expenditures associated
with this functional area are reported under Function 51.

Property / Refined ADA: The district’'s Comptroller Certified Property Value divided by its total
Refined ADA (Average Daily Attendance).

Property / WADA: The district’'s Comptroller Certified Property Value divided by its total WADA
(Weighted Average Daily Attendance).

Qualified Opinion: Term used in connection with financial auditing. A modification of the
independent auditor’s report on the fair presentation of the financial statements indicating that
there exists one or more specific exceptions to the auditor’s general assertion that the financial
statements are fairly presented.

Refined ADA: Refined Average Daily Attendance (also called RADA) is based on the number of

days of instruction in the school year. The aggregate eligible days attendance is divided by the
number of days of instruction to compute the refined average daily attendance.
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Reserved Fund Balance: This is that portion of fund equity which is not available for
appropriation or has been legally separated for a specific purpose.

Revenues: Any increase in a school district’s financial resources from property taxes, foundation
fund entitlements, user charges, grants, and other sources. Revenues fall into the three broad
sources of revenues: Local & Intermediate; State; and Federal.

Robin Hood Funds: See Wealth Equalization Transfer.

Rollback Tax Rate: Provides the unit with approximately the same amount of tax revenue it
spent the previous year for day-to-day operations plus an extra 8 percent cushion, and sufficient
funds to pay its debts in the coming year. For school districts, the cushion is six cents per $100 of
property value, not 8 percent. School districts calculate the rollback rate necessary to generate
the same amount of state and local funds per weighted average daily attendance (WADA) as was
available to the districts in the preceding school year, using estimated WADA for the upcoming
year, plus six cents, plus the current year’s debt rate. The rollback rate is the highest rate that
the taxing unit may adopt before voters can petition for an election to roll back the adopted rate
to the rollback rate. For school districts, no petition is required; it’'s an automatic election if the
adopted rate exceeds the rollback rate.

School Year: The twelve months beginning September 1 of one year and ending August 31 of
the following year or beginning July 1 and ending June 30. Districts now have two options.

Special Revenue Fund: A governmental fund type used to account for the proceeds of specific
revenue sources (other than for major capital projects) that are legally restricted to expenditures
for specified purposes.

State Revenues: Revenues realized from the Texas Education Agency, other state agencies,
shared services arrangements, or allocated on the basis of state laws relating to the Foundation
School Program Act. This amount is recorded as Revenue Object 5800.

Undesignated Fund Balance: This is that portion of fund equity that is currently available to
finance expenditures not already approved by the Board of Trustees.

Undesignated Unreserved Fund Balances: Available expendable financial resources in a
governmental fund that are not the object of tentative management plans (i.e., designations).
One primary criterion of rating agencies for school bonds is the relative amount of undesignated
unreserved fund balance. Bond rating agencies view undesignated unreserved fund balances as a
reflection of the financial strength of school districts and show concern when district fund
balances decrease.

Unqualified Opinion: An opinion rendered without reservation by the independent auditor that
financial statements are fairly presented.

Unrestricted Net Asset Balance: The term net asset refers to the amount of total assets less
total liabilities. Unrestricted net asset balance refers to the portion of total net assets that is
neither invested in capital assets nor restricted.

WADA: A Weighted Average Daily Attendance (WADA) is used to measure the extent students
are participating in special programs. The concept of WADA in effect converts all of a school
district’s students with their different weights to a calculated number of regular students required
to raise the same amount of revenue. The greater the number of students eligible for special
entitlements, the greater a school district’'s WADA will be.

Wealth Equalization Transfer: The amount budgeted by districts for the cost of reducing their

property wealth to the required equalized wealth level (Function 91). Sometimes referred to as
Robin Hood Funds.
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DISCLAIMER

All of the information provided is believed to be accurate and reliable; however, TASBO
and TSPRA assume no responsibility for any errors, appearing in this information or
otherwise. Further, TASBO and TSPRA assume no responsibility for the use of the
information provided.
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