CURRENT FINANCIAL CHALLENGES

¢ Enrollment Shift:

¢ Increasing Property Values

e Capped Tax.Effort _

e I'ncl"‘easing"Healvth‘ Inéul;él;ce Cdsté
¢ Increasing Payroll Costs

¢ Increasing Fixed Costs

¢ Declining Fund Balances

¢ The Overall Complexities of the System




Big Picture of School Finance

The system is huge

* Annual state aid and local taxes
exceed $24 billion.

* 1% error in projecting state cost is
worth $220 million in a biennium.

* It takes large amounts to make
meaningful change in a system this
large.

How Much Money Flows Through Public
School Business Offices?

Arrounyt* Percent

Local $16,878,601,829 47.08%
State $12,462,402,136 34.76%
Federal $2,720,728,008 7.59%
Financing -

Bonds $3,740,692,586 10.43%
Financing -

Capital

Leases $46,060,637 0.13%
Total $35,848,485,196 100.00%

*Fiscal Year Ended August 31, 2002




Range of Public School
Expenditures in 1,040 Districts

Largest
~ Smallest | | $1,912,402,156
$212.994
Rules of Thumb for the FSP

+ An increase of | student (enrolled) on average
raises the cost of the FSP/state aid by about
$5,500

+ An increase of $1 billion in tax base generally
reduces state aid by about $15 million

+ An increase in tax rate of |¢ raises the total Tier 2
amount by $132 million, and costs an additional
$46 million in state aid




‘Three Basic Variables

* Number of Students

* More students increase state cost
* Fewer students decrease state cost

* Property Values
* Higher values save the state general revenue (GR)
* Lower values cost the state GR

* Tax Rates
* Higher tax rates increase state cost & local budgets
* Lower tax rates decrease state cost & local budgets

Big Picture of School Finance

Wealth is tax base per student, not
absolute

* A penny of tax rate in Houston ISD
generates $6 million

* A penny of tax rate in Divide ISD

generates $2,165
But,
« At $1.50 tax rate, Houston ISD
produces $4,775 per ADA
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produces $9,175 per ADA




Marginal (State) Cost of Students

System Guarantee of $100/Student

i 1} ' "« 5 Students x $100 = $500

e Minus Local Tax
@ i : Collections 300
o State Aid $200

Add a Student

System Guarantee of $100/Student

é - e 6 Students x $100 = $600

¢ Minus Local Tax
Collections 300

¢ State Aid $300

The full cost of the additional
student is paid in state aid.




Subtract a Student

System Guarantee of $100/Student

« 4 Students x $100 = $400
ﬁ i |« Minus Local Tax

| Collections ($300)
¢ State Aid $100

The full cost of the departed student
is subtracted from state aid.

Effect of Property Value Change

System Guarantee of $100/Student

e 5 Stud $100 = $500
{?% i' . Mi:tl:s T.Zt;aTTax

Collections 300
e State Aid $200




Property Value Increase
(More Local Tax Collections)

S}'stem Guarantee of $100/Student

’ e 5 Students x $100 = $500

e Minus Local Tax
’ Collections 400
o State Aid $100

The full increase in local collections is a
reduction in state aid (after a one-year lag)

Reduction in Property Values
(Less Local Tax Collections)

System Guarantee of $100/Student

@ ' e 5 Students x $100 = $500

e Minus Local Tax
% Collections 200

o State Aid $300

The full decrease in local collections is
made up by state aid (after a one-year lag)




. Figure 1
Flow of State Funds for Texas Public Schools
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How Texas property-poor and —rich districts compare

Property-rich districts (those with $305,000 or more of taxable property per
student) are required to share some of their local tax dollars with property-
poorer districts ($271,400 or less in taxable property per student).

Propettil-poor districts: 898 Property-rich districts: 133

Number of
«— Students:
494 344; 12%

Number of
Students:
3,701,646; 88%

Data Source: Center for Public Policy Priorities

How Texas property-poor and —rich districts compare

'i/P":ropowy-p@or districts: 898 Property-rich districts 433
Economically Economically
Disadvantaged Disadvantaged
54% 34%

Data Source: Center for Public Policy Priorities

%



Enrolilment, Texas Public Schools
1987-88 Through 2001-02
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| Bnvoliment 3,224, 916.3,271,5003,316,785 3,378,31813,460,3783,535,742/3,601,839 3,670, 1
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Percent Increase in Students

16

1997-1998 to 2002-2003

s

Decrease

17.2%

11.6%

10. 7%

%
Increase?”

8%~

4%-1

0%~

3.9%

Mount Pleasant Kilgore  Waco
VI

ElPaso  San Antonio  Huntsville Houston
VI X1 XIX XX Vi v

Edinburg  Dallas Austin Fort Worth
I X X1 X1

*ALIS 2003 and Snapshot 1998 - Total Students by ESC Region
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*AEIS 2003 and Snapshot 1998 - Total Students by ESC Region
Districts With Deficit Fund Balance In
General Fund
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