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A pre–post case study was conducted to examine how target revenue funding from Texas 

House Bill 1 (2006) has impacted the school districts within the Texas Education Service Center 

Region X area.  Forced by the courts, the Texas Legislature was required to fix the Texas school 

finance system because of a de facto statewide property tax it had created by capping school 

district’s maintenance & operations tax rate at $1.50.  Texas Governor Rick Perry used this 

opportunity to reduce school district M&O taxes by one-third.  The Texas Legislature passed 

House Bill 1 (2006), the Public School Finance and Property Tax Relief Act, in response to the 

courts and to address a continuous decline in state funding support for public education.  The 

Public School Finance and Property Tax Relief Act reduced local school districts’ property tax 

rates and revenue with the assurance that these funds would be exchanged for state aid.  Local 

school property taxes were reduced over two years, 2006–2007 and 2007-2008, by 33%. 

In order for the State of Texas to meet the state aid funding guarantee from House Bill 1 

(2006), each school district was frozen to its 2005–2006 revenue per weighted student, which 

was called a district’s revenue target.  This study examined the impact target revenue has had on 

these school districts by analyzing and comparing revenues and expenditures prior to and 

following the law’s implementation.  Specifically, changes in per-student revenue, per-student 

expenditures, and district fund balances were assessed.  
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CHAPTER 1 

INTRODUCTION 

The study of Texas education funding and resource allocation is not new.  When state 

policy makers are defining the quantity and equitable distribution of limited resources for public 

education, conflict and controversy erupt.  Take for example the task of defining an equitable 

education finance system.  Reschovsky (1994) defined it as “a fiscal mechanism that achieves 

equal educational opportunity [and] does so by eliminating or substantially reducing the link 

between the local fiscal resources available to a school district and its ability to provide public 

education” (p. 185).  Linn (1998) explained that it “refers to a relatively equal per pupil 

expenditure across school districts” (p. 2).  Luke (2007) said it is “a term in school finance that 

denotes the most equitable and non-discriminatory distribution of resources to the recipients, 

based on a specific need” (p. 7).  While all of these meanings have a level of reasonableness, 

they illustrate the difficulty in defining a finance system when it deals with political policy and 

public funds. 

The difficulty in defining a state education funding system was precisely the issue in the 

case of San Antonio ISD v. Rodriguez (1973).  Sheetmetal worker Demetrio Rodriguez and other 

Edgewood Independent School District parents sued the State of Texas over the state’s education 

funding system from a federal constitutional standpoint.  The Edgewood parents claimed that the 

Texas education funding system violated the equal protection clause of the United States 

Constitution’s Fourteenth Amendment and treated the poor and Mexican–Americans as a suspect 

class.  The parents based their claim on the fact that Edgewood ISD had a $1.05 tax rate and 

spent a total of $356 per-student, whereas Alamo Heights ISD in the same county had a tax rate 

of $0.85 and spent $594 per-student (San Antonio ISD v. Rodriguez, 1973).  The United States 
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District Court’s three-judge panel ruled on the case in late 1971, concluding that the education 

finance system violated the Equal Protection Clause. 

The District Court held that the Texas system discriminates on the basis of wealth in the 
manner in which education is provided for its people.  Finding that wealth is a ‘suspect’ 
classification and that education is a ‘fundamental’ interest, the District Court held that 
the Texas system could be sustained only if the state could show that it was premised 
upon some compelling state interest.  On this issue the court concluded that ‘(n)ot only 
are defendants unable to demonstrate compelling state interests...they fail even to 
establish a reasonable basis for these classifications.  (San Antonio ISD v. Rodriguez, 
1973, p. 1287) 
 

 The State appealed the decision to the United States Supreme Court and in 1973, on a 5–

4 ruling, the Supreme Court reversed the district court’s decision.  In short, the Supreme Court 

decided that the system for funding schools did not violate the United States Constitution.  The 

Court said that education “is not among the rights afforded explicit protection under our Federal 

Constitution” (San Antonio ISD v. Rodriguez, 1973, p. 1297).  However, the Court did recognize 

the lack of fairness in the Texas system and strongly encouraged the Texas Legislature to find a 

more equitable system.  The justices said the Texas system was “chaotic and unjust…the 

ultimate solutions as to such matters must come from the lawmakers and from the democratic 

pressure of those who elect them” (San Antonio ISD v. Rodriguez, 1973, p. 1310). 

Almost 40 years after the Rodriquez case, lawmakers are still grappling with how to 

adequately fund education and equitably distribute the resources to Texas schoolchildren.  

School districts across the state of Texas are coping with a major cut in state funding for the 

2012–2013 biennium.  Texas legislators found themselves having to balance a state budget with 

an estimated $27 billion revenue shortfall for the biennium.  The legislature affixed K–12 

education with approximately $8 billion of the deficit.  The Texas budget shortfall was created, 

in part, from the actions of the 79th Texas Legislature in 2006.  
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The 79th Texas Legislature was forced to contend with an education funding system that 

had reached its capacity.  The 2006 decision was the result of a court case, West Orange-Cove v. 

Neeley (2005), which began in 2001.  The plaintiffs in the West Orange-Cove case contended 

that in order to meet the state-required mandates to educate students required the districts to tax 

at the maximum maintenance and operations (M&O) tax rate of $1.50.  The plaintiffs argued that 

because districts were required to tax at the state maximum for M&O, the tax was a de facto 

statewide property tax, which is prohibited by the Texas Constitution.  Attorneys for the 

plaintiffs argued that the funding system: 

• Removed meaningful discretion from local school boards to provide additional 
resources to operate the district 

• Was out of capacity to fund state expectations for higher student performance 
• Was inadequate and did not provide for a general diffusion of knowledge  (Texas 

Association of School Boards [TASB], 2008) 
 

The district court judge ruled in favor of the plaintiffs and declared the school funding 

system was “not suitable as required by article VII, section 1 for the same reason it concluded 

that the system is inadequate and inefficient, that is, because the funding is insufficient” (West 

Orange-Cove v. Neeley, 2005, p. 793).  The district judge agreed with the plaintiffs that local 

districts had lost meaningful discretion and the whole finance system was inefficient.  The State 

of Texas appealed the district court’s ruling to the Texas Supreme Court.  In 2005, the Texas 

Supreme Court declared the school finance system unconstitutional because it had created a state 

property tax.  The supreme court stated, “Meaningful discretion cannot be quantified; it is an 

admittedly imprecise standard.  But we think its application in this case is not a close question” 

(West Orange-Cove v. Neeley, 2005, p. 796).  The court did find the funding system to be 

adequate at that time for the requirements imposed by the state.  However, the court agreed the 
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funding system did not provide local districts the ability to supplement beyond the state 

requirements.  The court explained its rationale for supplementation as follows: 

The State defendants object that districts have no constitutional right to local 
supplementation, and therefore such expenditures should not be considered in 
determining whether school districts have meaningful discretion to tax below maximum 
rates.  We agree that local supplementation is not a constitutional right, but it is part of 
the purpose of FSP funding.  Section 42.301 of the Education Code states in part: “The 
purpose of the guaranteed yield component [Tier II] of the Foundation School Program is 
to provide each school district with the opportunity to provide the basic program and to 
supplement that program at a level of its own choice.”  Although the statute does not 
promise any particular level of supplemental funding, local supplementation is made a 
core component of the system structure, necessitated by the basic philosophy of the virtue 
of local control.  The State cannot provide for local supplementation, pressure most of the 
districts by increasing accreditation standards in an environment of increasing costs to tax 
at maximum rates in order to afford any supplementation at all, and then argue that it is 
not controlling local tax rates.  (West Orange-Cove v. Neeley, 2005, p. 797) 
 
In order to address the school funding system and to comply with the Texas Supreme 

Court’s decision, the legislature held a special session in the spring of 2006.  In a third-called 

special session, the 79th Legislature passed what was officially called the Public School Finance 

and Property Tax Relief Act.  House Bill 1 and House Bill 2 of 2006 were better known as the 

Perry Tax Plan (named for Texas Governor Rick Perry), which provided property tax relief to 

Texas property owners (HB 1, 2006).  The legislation compressed local school districts’ 2005 

maintenance and operations (M&O) tax rate by 88.67% for the 2006–2007 school year and by 

66.67% for the 2007–2008 school year (HB 1, 2006).  Therefore, school districts with a $1.50 

M&O tax rate in 2005 were compressed to $1.00 in 2007–2008.  In order to make up the local 

funding gap created by the property tax relief, the legislature established a hold harmless 

provision called “target revenue.”  The legislature froze each school district to its 2005–2006 

revenue per weighted student or target revenue, and committed the state to make up the 

difference from the lost revenue created by the property tax relief.  The state called the tax relief 

replacement funding Additional State Aid for Tax Reduction (ASATR). 
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The Perry Tax Plan established a Property Tax Relief Fund (PTRF) to reimburse school 

districts for the lost revenue from the tax compression.  The Property Tax Relief Fund would 

include revenue from an updated franchise tax (also called the margins tax), increased cigarette 

and tobacco tax, and updated used motor vehicle tax (called the liar’s tax) (Texas Taxpayers and 

Research Association [TTARA], 2010).  Since its creation, the PTRF has not generated the 

expected revenue estimated, and produced less than the amount needed to completely fund 

ASATR.  The tax swap between the 33% decrease in school property taxes with the PTRF has 

created a structural deficit within the state’s budget.  The property tax relief costs the state 

approximately $14 billion annually whereas the PTRF only generates approximately $9 billion 

annually in new revenue (TTARA, 2010).  Thus, the Perry Tax Plan created a structural deficit 

around $5 billion annually. 

The Perry Tax Plan of 2006 did not include a state revenue strategy that could adequately 

fund the state’s obligation to replace the lost revenue from the mandated property tax relief for 

school districts.  Texas Comptroller Carole Keeton Strayhorn warned Governor Rick Perry and 

the 79th Texas Legislature in May 2006 that the Perry Tax Plan legislation was “short of the 

funds needed to pay for the promised property tax cuts over the next five years” (Strayhorn, 

2006, p. 1).  Strayhorn estimated the five-year shortfall to be around $23 billion and forecasted 

future draconian cuts in education.  “There is no economic miracle that will close the gap your 

plan creates,” Stayhorn explained (2006, p. 1).  “There are only two ways to close a chasm of 

that magnitude—future tax increases that you are hiding from Texans now or massive cuts in 

essential state services—like public education—already devastated by your past fiscal 

indifference” (Strayhorn, 2006, p. 1).  However, the state’s strong economy had masked the issue 

with a $14 billion surplus that was used to cover the shortfall.  Additionally, during the 2009 
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Legislative session, lawmakers used $12 billion in one-time federal stimulus funds (American 

Recovery and Reinvestment Act of 2009) to make up for the structural deficit. 

Purpose of the Study 

In Texas, schools are primarily funded based on local districts collecting property taxes.  

Communities expect their local school districts to offer an education based on what the 

community values and believes should be provided to their children.  There has been a rift 

between what local communities expect from their school districts and the amount of funds 

available.  Starting in the 2006 school year, the Texas Legislature froze district funding to a 

district’s per-student spending level from the 2005–2006 school year.  Since this funding freeze, 

local districts have been forced to make difficult choices to discontinue courses including art, 

music, foreign language, career and technology, and extracurricular offerings.  The reduction or 

elimination of these types of course offerings conflicts with many of communities’ expectations 

of the school district.  Therefore, the debate over school funding centers on the adequacy and 

fairness of the funding system to provide an equitable education for all students, regardless of the 

school they attend. 

The purpose of this study is to examine the impact of the target revenue funding system 

from House Bill 1 (2006) on the school districts within Educational Service Center Region X.  

All public schools in Texas are geographically grouped by regions.  There are 20 total regional 

education service centers that service and support the local school districts.  This study focuses 

on the districts within Region X.  Region X covers a diverse group of school districts and 

students.  There are rural, suburban, and inner-city schools serving more than 735,000 students in 

80 public school districts.  In order to examine the impact target revenue has had on these school 

districts, the study analyzed and compared revenues and expenditures prior to and following the 
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law’s implementation.  Specifically, changes in per-student revenue, per-student expenditures, 

and district fund balances were assessed. 

Significance of the Study 

The school funding debate surfaces because communities challenge the inadequacies and 

inequities of the state funding system.  In the past, it has been the less property-wealthy 

communities that helped keep Texas’s public education funding system in balance by 

challenging the state legislature’s policies.  The State of Texas must implement a public 

education funding system that is adequately funded and equitable to all school districts.   

The significance of the study is the evaluation and assessment of the impact of target 

revenue funding from House Bill 1 (2006) on Texas school districts.  Past studies have focused 

on the Texas funding system as being equitable or adequate.  The current study focuses on the 

impact on the local school districts, caused by the decisions of the Texas Legislature in funding 

public education.  The results of this study may be used by politicians, educators, and the public 

to facilitate improved future decision making and development of an adequate and equitable 

funding system.  

Research Questions 

The following research questions guided the study: 

How have the ten lowest and ten highest target revenue public school districts within Texas 

Educational Service Center Region X been impacted by the target revenue funding system from 

House Bill 1 (2006)? 

1. Rate of change in total district funding between 2001–2005 compared to 2006–2010 for 

the ten districts with the lowest and highest target revenue amounts  
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(a) Changes in total revenue, net of recapture, per-student between 2001–2005 

compared to 2006–2010 

(b) Changes in total expenditures per-student between 2001–2005 compared to 2006–

2010 

(c) Percent change between revenue per ADA versus revenue per WADA between 

2001–2005 compared to 2006–2010 

(d) Percent of change in district fund balance between 2001–2005 compared to 2006–

2010 

2. How did the ten districts with the lowest and highest target revenue adjust expenditures 

between 2006 and 2010? 

Definition of Terms 

• Adequacy - In school finance, refers to whether the state system provides sufficient resources 

to each district to operate all required programs and services so that all students meet state 

and federal education standards (Texas Association of School Boards, 2010, p. 35). 

• Available school fund - Interest and other income generated by the state’s Permanent School 

Fund.  This fund can be used only to support public education and must be distributed based 

on the basis of average daily attendance (Webb, 2005, p. 151). 

• Average daily attendance (ADA) - The quotient of the sum of attendance for each day of the 

minimum number of days of instruction divided by the minimum number of days of 

instruction (Perry, 2008, p. 6). 

• Basic allotment - The basic allotment is a factor in calculation of Tier 1 of the foundation 

program.  The basic allotment for 2009–10 is $4,765.  For the next three years, the basic 

allotment will be tied to statewide property value growth in an effort to provide the benefits 
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of value growth both to the state and to local school districts (Texas Association of School 

Boards, 2010, p. 35). 

• Categorically funded programs - Educational programs that are funded with monies that are 

to be used specifically for those programs.  This funding is usually generated by the number 

of students who qualify for these programs or actual student contact hours in these programs 

(Perry, 2008, p. 6). 

• Compensatory education - A program designed to meet the needs of educationally 

disadvantaged students (Perry, 2008, p. 6). 

• Compressed tax rate (CTR) - When statute directs a taxing entity like a school district to 

reduce tax rates in a particular way, policymakers refer to those lower tax rates as being 

compressed.  Lawmakers required school districts to compress maintenance and operations 

(M&O) tax rates by one-third from their level in 2005.  For school districts that had $1.50 

M&O tax rates in 2005, the CTR became $1.00 by 2007.  Districts that had tax rates lower 

than $1.50 in 2005 have a CTR that is lower than $1.00 (Texas Association of School 

Boards, 2010, p. 35). 

• Cost of education index (CEI) - Adjustment for the variations in the cost of doing business in 

some areas of the state are higher than in others.  The index takes into account five types of 

costs that are out of school district’s control.  They are (a) the average beginning salary of 

teachers in nearby school districts, (b) the percent of economically disadvantaged students in 

the district, (c) district size (in terms of ADA), (d) location in a rural county (with a 

population less than 40,000), and (e) whether the district is classified as an independent town 

or rural (Webb, 2005, pp. 153–154). 
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• Enrichment - Supplements to the basic, accredited program.  Tier 2 of the Foundation School 

Program is referred to as the enrichment tier, but many school officials claim that Tier 2 

funds basic programs, not enrichment.  Enrichment programs and services are (or should be) 

above and beyond what the law requires.  Typically, they arise from local needs and 

expectations (Texas Association of School Boards, 2010, pp. 35–36). 

• Equalized wealth level - The amount of wealth per-student in weighted average daily 

attendance (WADA) the legislature allows a district to retain and tax locally.  Revenue 

generated by wealth above that amount must be redistributed through the state’s school 

finance funding system via the Robin Hood mechanism (Webb, 2005, p. 155). 

• Equity - The fair or equal distribution of resources for schooling, taking into account student 

differences and school district characteristics.  The standard in the Texas Education Code is 

that the system should adhere to a standard of neutrality that provides for substantially equal 

access to similar revenue per-student at similar tax effort, considering all state and local tax 

revenues of districts after acknowledging all legitimate student and district cost differences 

(TEC 42.001(b)).  A district’s property tax base should have little or no impact on the level 

of resources available to provide educational programs and services to all students (Texas 

Association of School Boards, 2010, p. 36). 

• Existing debt allotment (EDA) - A public education facilities funding mechanism in the State 

of Texas that provides assistance to school districts with existing debt based on their local tax 

effort (Luke, 2007, p. 8). 

• Foundation school program (FSP) - A system of financial support for basic instructional 

programs, operating requirements, and enrichment for all Texas schoolchildren.  Currently, 

the FSP described in Chapter 42 of the Texas Education Code consists of two parts, or tiers. 
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Tier 1 provides funding for a basic, accredited program.  Tier 2 is a guaranteed yield system 

providing school districts with substantially equal access to revenue at similar tax rates in 

order to support enrichment.  The target revenue system currently overrides the Tier 1 

formulas as a means of allocating state aid to districts, and many districts claim that Tier 2 

funding is insufficient for enrichment because it is required to help fund basic programs 

(Texas Association of School Boards, 2010, p. 36). 

• Full time equivalent (FTE) - Thirty hours per week of contact (classroom) time for one 

student for the duration of a school year.  One full-time student equals one FTE.  Six students 

for one hour per day (30 hours per week) or any combination equaling 30 student contact 

hours per week is one FTE (Perry, 2008, p. 6). 

• General education costs - All costs associated with operating a school except those funded by 

specific categorical funds (Perry, 2008, p. 6). 

• Guaranteed yield - A method of calculating state aid for school districts.  The state specifies a 

revenue yield that it will guarantee in terms of revenue per-student per penny of local 

property tax effort.  Districts adopt tax rates and levy taxes.  The state makes up the 

difference between what each district levies locally per-student and the guaranteed yield per-

student.  High-wealth districts usually raise all of their guaranteed yield revenue from local 

tax sources (Texas Association of School Boards, 2010, p. 36). 

• Hold harmless - The term used to describe a provision in law that is designed to protect a 

school district from a loss of revenue because of property tax reduction, a change in 

formulas, or a change in enrollment or property values that are outside the control of districts 

(Texas Association of School Boards, 2010, p. 37). 
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• Instructional facilities allotment (IFA) – A program that provides funding to school districts 

for debt service payments on debt associated with the purchase, construction, renovation, and 

expansion of instructional facilities.  Districts use this funding to make annual debt service 

payments on qualifying bonds and lease-purchase agreements (Texas Education Agency, 

2011, p. 35). 

• Interest and sinking fund (I&S) tax rate - Also called the debt service tax rate, I&S taxes pay 

for eligible bonded indebtedness, facilities, and other capital needs.  There is no recapture 

provision for I&S taxes (Texas Association of School Boards, 2010, p. 37). 

• Local fund assignment (LFA) - A district is required to levy a tax for the LFA in order to 

participate in the FSP.  The greater the property wealth of the district, the higher the 

percentage of revenue required for the LFA.  The school finance formulas now set the LFA 

tax rate at the CTR (Texas Association of School Boards, 2010, p. 37). 

• Maintenance and operations (M&O) tax rate - The property tax rate that raises revenue to 

provide instructional programs and operate and maintain the district’s schools.  M&O taxes 

fund Tier 1 and Tier 2 of the current finance system (Texas Association of School Boards, 

2010, p. 37). 

• Medium-size schools - School districts with fewer than 5,000 students, but more than 1,600 

students in average daily attendance (Texas Education Agency, 2011). 

• Permanent School Fund (PSF) - Created with a $2 million appropriation by the Texas 

Legislature in 1854, the fund provides expressly for the benefit of the public schools of 

Texas.  As approved, public bond issues are guaranteed by the corpus of the PSF and the 

fund helps to secure a stronger bond rating for school districts throughout the state (Luke, 

2007, p. 10). 
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• Recapture - A feature of school finance in which districts give the state locally collected 

property tax revenue for redistribution through state aid formulas.  The recapture provision in 

Chapter 41 of the Texas Education Code is a salient feature of the Texas school finance 

equalization system.  It has become more complicated under HB 1 (2006) and HB 3646 

(2009) with recapture at two different levels in the formulas (Texas Association of School 

Boards, 2010, p. 37). 

• Small-size schools - School districts with fewer than 1,600 students in average daily 

attendance (ADA) (Texas Education Agency, 2011, p. 11).  

• Target revenue - An amount of funding for a school district based on the revenue per WADA 

it had in 2005–06 (or would have had in the current year under law prior to HB 1).  Target 

revenue includes Tier 1 state aid, funds generated by the CTR (net of recapture), and some 

additional allocations.  Target revenue funding overrides formula based funding in Tier 1, 

and approximately 70% of school districts are funded on the basis of targets, not the Chapter 

42 formulas.  School district target revenue has not been adjusted for inflation since it was 

first implemented in 2006–07 (Texas Association of School Boards, 2010, p. 37). 

• Texas Education Agency (TEA) - The statewide regulatory body for K–12 public schools in 

Texas. 

• Wealth - In Texas school finance, the wealth of a district is measured in taxable property 

value per student as measured by the Property Tax Division of the Comptroller of Public 

Accounts.  It may be measured in terms of wealth per ADA or wealth per WADA (Texas 

Association of School Boards, 2010, p. 38). 
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• Weighted average daily attendance (WADA) - The sum of average daily attendance and 

special weighted values assigned for students in special categorically funded programs 

(Perry, 2008, p. 7). 

• Yield per penny - The yield is the tax revenue per student generated by a penny of school 

property tax.  Because property tax bases (the total taxable value of property) differ, the yield 

per penny varies from district to district.  A penny of property tax in Austin ISD has a $59.02 

per-WADA yield.  If the Austin ISD tax rate is $1.04, then the total yield per WADA is 

$6,138.08 ($59.02 x (1.04 x 100)) (Texas Association of School Boards, 2010, p. 38). 

Limitations 

This study is limited to Texas schools within the ESC Region X service area and may not 

be generalized to other regions within the state or to other states; however, other regions within 

Texas or other states will be interested in these results due to its size and diversity.  The study 

excludes charter schools and schools for the incarcerated.  Additionally, the study is limited to 

financial data reported by individual districts and the Texas Education Agency through the 

state’s Public Education Information Management System (PEIMS) (accessed via TEA, 

http://www.tea.state.tx.us/peims).  
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CHAPTER 2 

REVIEW OF LITERATURE 

This literature review will help the reader develop an understanding of the Texas 

educational funding system.   The education funding system in Texas is defined by the finance 

policy negotiated by the state legislature.  To accomplish this goal, the review of literature 

discusses the influential education finance theorists, the different types of education finance 

systems, and the historical development of the Texas funding system.  Parameters were used to 

narrow the available school finance literature to those discussing Texas’s system in particular, or 

similar funding systems.  Research that focused on federal funding or funding systems dissimilar 

to Texas were excluded from this review. 

Public School Funding Theory 

 The funding of public schools finds its roots back in the colonial period with the passage 

of Massachusetts laws of 1642 and 1647 (Johns, Morphet, & Alexander, 1983).  The early laws 

set precedence that the state and its local communities had the authority to levy taxes to fund 

schools.  However, these early schools were sparse, intended for the wealthy, heavily dependent 

on the ability of the students’ parents to fund, and provided no formal or standardized method for 

funding.  It was not until the twentieth century that school finance theory had its documented 

beginnings.  According to Johns et al. (1983), “the pioneer developers of school finance theory” 

were Elwood P. Cubberley, George D. Strayer, Sr., and Paul R. Mort (p. 156).  All three men 

were products of Teachers College, Columbia University and became college professors of 

school finance.  Cubberley, Strayer, and Mort are largely responsible for the early development 

of the theory and literature for educational finance, which has influenced several generations of 

students.  
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 Prior to becoming a professor at Stanford University, Cubberley published a 1906 

monograph entitled School Funds and Their Apportionment, which was a revision of his doctoral 

dissertation.  Education finance scholars consider Cubberley’s work as the first evolution of 

school finance theory in which the author argues for state funding support for education. 

Theoretically all the children of the state are equally important and are entitled to have 
the same advantages; practically this can never be quite true.  The duty of the state is to 
secure for all as high a minimum of good instruction as is possible, but not to reduce all 
to the minimum; to equalize the advantages to all as nearly as can be done with the 
resources at hand; to place a premium on those local efforts which will enable 
communities to rise above the legal minimum as far as possible; and to encourage 
communities to extend their educational energies to new and desirable undertakings. 
(Cubberley, 1906, p. 17) 
 

 Johns et al. (1983) developed the following five principal findings from Cubberley’s 

work: 

1. That due to the unequal distribution of wealth, the demands set by the states for 
maintaining minimum standards cause very unequal burdens. What one community 
can do with ease is often an excessive burden for another. 

2. That the excessive burden of communities, borne in large part for the common good, 
should be equalized by the state. 

3. That a state school tax best equalizes the burdens. 
4. That any form of state taxation for schools fails to accomplish the ends for which it 

was created unless a wise system of distribution is provided. 
5. That (judged by Cubberley’s criteria) few states (at the beginning of the twentieth 

century) had as yet evolved a just and equitable plan for distributing the funds they 
had at hand. (p. 206) 

 
Building on Cubberley’s work was a University of Pennsylvania professor of educational 

administration, Harlan Updergraff.  In 1921, Updergraff developed a survey to assess the 

financial support provided to rural schools in New York. From his survey analysis, Updergraff 

(1922) developed a sliding scale technique for distributing state funds that was the forerunner to 

the guaranteed tax base/yield programs and percentage equalization program.  Elements of this 

type of distribution model are still used by many state funding formulas today. In short, 

Updergraff’s (1922) model provided more state aid for schools that levied higher tax effort. 

16 



 

Johns et al. (1983) defined tax effort as, “the extent to which a state utilizes its fiscal or tax 

capacity to support public schools” (p. 165).  Updergraff’s funding theories were not widely 

accepted at the time, but gained greater notoriety in the 1970s when John Coons, William Clune, 

III, and Stephen Sugarman (1970) rejuvenated it in their work entitled Private Wealth and Public 

Education. 

Although George D. Strayer attended the Teachers College, Columbia University at the 

same time as Cubberley, he disagreed with Cubberley and Updergraff’s state aid model that 

rewarded schools for tax effort (Strayer & Haig, 1923).  Strayer is most notable for developing a 

theoretical conceptualization of the equalization of educational opportunity.  Strayer published 

his theories in 1923, along with Robert M. Haig, in a Report of the Educational Finance Inquiry 

Commission volume 1 entitled The Financing of Education in the State of New York.  The 

Strayer and Haig state aid model incorporated the following principles: 

1. A local school tax in support of the satisfactory minimum offering would be levied in 
each district at a rate which would provide the necessary funds for that purpose in the 
richest district. 

2. The richest district then might raise all of its school money by means of the local tax, 
assuming that a satisfactory tax, capable of being locally administered, could be 
devised. 

3. Every other district could be permitted to levy a local tax at the same rate and apply 
the proceeds toward the cost of schools, but 

4. Since the rate is uniform this tax would be sufficient to meet the costs only in the 
richest district and the deficiencies would be made up by the state subventions. 
(Strayer & Haig, 1923, pp. 175–176) 

 
One of Strayer’s students, who eventually became his colleague at Teachers College, 

Columbia University, was Paul R. Mort. Mort (1924) contributed to the body of theory by 

building on his mentor’s conceptual model for a state minimum program (today called a 

foundation program).  In his 1924 doctoral dissertation, The Measurement of Educational Need, 

Mort defined a satisfactory state foundation program. Mort developed and used a statistical 
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model to estimate the number of teachers needed in similarly situated elementary or high schools 

required in his foundation program.  Additionally, Mort’s model accounted for school size 

adjustments and weighted pupil measures.  Mort (1924) identified and acknowledged that 

smaller schools were more expensive because they lacked the economy of scale gained by larger 

schools.  Furthermore, through his weighted pupil measures, Mort (1924) recognized that some 

students were more expensive to educate, which required additional funding. Although the 

adjustments and weights are not the same, Texas still uses these basic concepts in its state aid 

formulas.  

Adding to the educational funding theory, Henry C. Morrison published School Revenue 

in 1930.  Morrison (1930) acknowledged the funding inequities already prevalent among school 

districts and the inequities this caused in educational opportunities. More than 40 years prior to 

the United States Supreme Court case of San Antonio ISD v. Rodriguez, Morrison (1930) 

recognized that education was a constitutional function of each state.  He surmised that because 

of a lack of state guidance and control, local districts were not providing educational 

opportunities efficiently or equitably (Morrison, 1930).  Morrison (1930) contended that the prior 

solutions offered by Mort (1924) and others had failed, and would continue to fail to provide for 

equal educational opportunities and an equitable system of taxation.  Therefore, Morrison (1930) 

proposed an educational system that would be completely run by the state.  Further, he advocated 

for a statewide income tax as the most equitable form of taxation to fund schools.  According to 

Johns et al. (1983), Morrison’s theories were not widely accepted.  The American culture of the 

time was invested in local control or self-governance because it was thought to be more aligned 

to democracy (Johns et al., 1983).  To date, only the state of Hawaii has implemented a state 

system of education similar to the Morrison model. 
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State Financing for Education 

“Although each state relies on the same basic principles and types of funding, each state’s 

funding system is idiosyncratic” (Sielke & Holmes, 2001, p. 1). Sielke and Holmes (2001) 

reported that differences in the way states fund education has to do with the state’s history of 

school funding, results of litigation, changing demographics, and shifts in political power. 

Therefore, some states have relatively simple funding systems while others have very complex 

financing structures.  The variability and complexity of each state’s educational funding structure 

make it very difficult to discuss them in generalities.  According to Dane Linn, director of the 

education division at the National Governors Association, state funding for school districts varies 

from state to state.  Across all states, the amount of state funding ranges from about 8% in New 

Hampshire to 74% in New Mexico.  The remaining funds on average are provided largely from 

local property taxes (Linn, 1998).  

States provide districts with basic aid and categorical aid. Basic aid is normally based on 

some type of state-specific funding formula.  Basic aid support from the state is combined with 

locally collected revenue (mostly from tax collections) to fund the general programs and services 

of the district.  Basic aid formulas are designed to address disparities between districts based on 

their need and local ability to pay (Sielke & Holmes, 2001).  Basic aid provides horizontal equity 

by supplying the most state aid to districts with the highest need and least ability to pay. 

Horizontal equity is defined as “equal treatment of equals” (King, Swanson, & Sweetland, 2005; 

Luke, 2007; Simon, 2001).  The goal of horizontal equity is that all students and taxpayers are 

treated equally and that all students are provided the same share of funding (Simon, 2001). 

Although some are used in combination with each other, there are five basic aid 

programs: flat grants, foundation programs, guaranteed tax base/yield programs, percentage 
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equalizing, and full state funding programs (Sielke & Holmes, 2001).  First, flat grants, 

considered one of the oldest forms of state aid, are distributed equally based on each unit of 

measure, such as students or teachers (Sielke & Holmes, 2001).  For example, a state would take 

its total available funds for the flat grant, divide it by the total number of students in the state, 

and distribute the per-student amount to each district based on enrollment.  “Flat grants do not 

take into account the levels of local funding or special needs of students” (Linn, 1998, p. 3).  

This means that property-wealthy districts receive the same per-student funding amount as 

property-poor districts.  Additionally, a severely disabled, learning-impaired student would 

generate the same amount as a regular education student. 

The second type of basic aid is the foundation program.  These types of programs 

combine state aid and local revenues to provide each student in the state with a minimum level of 

funding (Sielke & Holmes, 2001).  States must first determine what an appropriate level of 

minimum funding should be for each student.  Then the state must assess the local districts’ 

ability to raise revenue or their wealth level.  Finally, the state will distribute aid proportionately 

to the local districts’ wealth level (Linn, 1998).  Local districts that raise revenue below the state-

determined minimum level will receive state aid to equalize the local district to the minimum 

level.  Local districts that raise revenue above the state-determined minimum level will not 

receive state aid. 

The guaranteed tax base or tax yield program is the third type of basic aid and is much 

different from flat grants and foundation programs.  While flat grants and foundation programs 

focus on student equity, the guaranteed tax base/yield program is focused on local control and 

taxpayer equity (Linn, 1998).  In the guaranteed tax base program, the state establishes an 

assessed valuation it will equalize to; whereas, in the guaranteed tax yield program, the state 
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establishes a set yield per unit of tax effort.  Based on the established thresholds, the state will 

subsidize locally raised revenue through a formula that also accounts for local tax effort (Linn, 

1998).  Local districts that are considered property wealthy would not qualify for state aid; 

however, districts considered property poor that also tax at high levels would receive 

considerably more state funding.  Property-poor districts that tax at low levels would not be 

entitled to the same level of state aid.  

The fourth type of basic aid is called percentage equalization.  These types of programs 

are a variation of the guaranteed tax base program and are based on a ratio of state aid to local 

revenue funding partnership.  Linn (1998) explained, “the ratio is calculated by dividing the 

average per-pupil wealth of the district by the average per-pupil wealth of the state” (p. 4).  The 

state will set an equalization percentage factor that represents the portion of the district’s budget 

that will be funded by the state (Sielke & Holmes, 2001). 

The last basic aid type is a system of full state funding. In a system of full state funding, 

the state takes total responsibility for collecting revenue and distributing funds to the local 

districts.  In the full state funding program, local districts do not have the authority to raise 

additional funding. Hawaii is the only state that uses a true full state funding program.  

According to Linn (1998), the state of Washington was ordered by the courts to assume full 

responsibility for funding a minimum education program; however, they allowed local districts 

to levy taxes.  

In addition to basic aid funding, states may also provide categorical aid. Categorical aid is 

funding for a state-specific need or goal.  Examples of categorical aid funding are technology, 

transportation, special education, English as a second language, or vocational education. 

Normally, categorical aid provides for vertical equity because it is not based on the local 
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districts’ ability to pay, but on the additional costs associated with implementing the programs 

and services for which the funds are targeted and students are eligible (Sielke & Holmes, 2001). 

Vertical equity is defined as the “unequal treatment of unequals” (King, et al., 2005; Luke, 2007; 

Simon, 2001).  King et al. (2005) reported that “vertical equity recognizes that equal treatment is 

not always ‘fair and just’ for pupils experiencing extraordinary conditions such as poverty or 

physical, psychological, and mental disabilities” (p. 2).  Some categorical aid programs 

reimburse districts for actual costs incurred to implement the intended program, while others 

provide an allotment per eligible student. 

Texas Education Finance Policy 

In Texas, a free public education must be supported and maintained by the state’s 

legislature with suitable provisions for an efficient system (Constitution of the State of Texas, 

Article 7 § Section 1, 1876).  Providing the citizens with an equal opportunity to receive an 

adequate education is essential to our capitalistic and democratic system.  However, there has 

been much debate over what is considered to be equitable and adequate.  What one community 

defines as its educational needs may or may not be the same for its neighboring community. 

Additionally, how are equity and adequacy defined or measured?  Although equity and adequacy 

entail much more, Texas lawmakers focus on school finance policy to help define an equitable 

and adequate education system.  

The Edgewood ISD court cases in the 1980s and 1990s established the currently held 

concept of equity for Texas public schools.  First, if any two school districts levy a similar tax 

rate, they must raise similar revenues per weighted student. Secondly, the taxpayers of any two 

school districts with similar revenue per weighted student must pay a similar school tax 

(Edgewood v. Kirby, 1989).  In assessing equity, the two aspects to be analyzed are revenues and 

22 



 

expenditures.  Educational equity focuses on the degree to which revenues and expenditures per-

student are distributed equally across the state.  

On the other hand, educational finance adequacy determines if there is an appropriate 

level of funding to achieve a minimum level of student performance.  According to Springer, 

Liu, and Guthrie (2009), educational finance adequacy “prescribes that the level of educational 

resources made available be sufficient to provide all students opportunity to reach, at a 

minimum, a state-standard level of proficiency” (p. 441).  Similar to finance equity, assessing 

adequacy requires the analyses of revenues and expenditures, but must also include the 

relationship to student performance criteria.  Therefore, school finance policy has become one of 

the major drivers for educational equity and adequacy. In order to understand the equity and 

adequacy of the Texas school finance system, it would be remiss not to first review its evolution.  

Texas Educational Finance Policy Beginnings 

In Texas, the school financing methods and structure have been the product of over 180 

years of state policy development.  Funding policy for public education in Texas had its 

beginnings back when Texas was a part of Mexico.  In 1824, the Mexican Constitution made the 

states responsible for education.  The policy provided for the establishment of elementary 

schools, but did not provide the needed funding.  Between 1827 and 1836, the State of Coahuila 

y Tejas established education funding through land grants and municipal funds.  However, the 

Mexican government’s failure to establish and fund an education system was listed as one of the 

primary grievances in the Texas Declaration of Independence in 1836.  After gaining its 

independence from Mexico in 1836, Texas’s newly formed government made provisions to fund 

public education through the Education Act of 1839.  The Education Act of 1839 established a 

County Permanent School Fund by providing three leagues of land for each county that was to be 
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used for establishing a primary school (Sharp, 1994).  The Act of 1839 provided the land to build 

schools, but it was the local communities’ responsibility to fund and support the school. This 

establishment of a County Permanent School Fund was the forerunner to the current Permanent 

School Fund. 

In 1845, Texas was granted statehood and became the 28th state of the United States. The 

Texas congress adopted the Constitution of 1845, which charged the legislature to “establish free 

schools throughout the state, and furnish means for their support, by taxation on property” 

(Walker and Casey, 2001).  During the 1850s, Walker and Casey (2001) reported, Texas public 

schools began to gain support due mainly to how other states supported public education.  In 

1853, Elisha M. Pease was elected governor of Texas and was able to pass the School Law of 

1854.  The 1854 policies proved to be a very significant piece of legislation for Texas public 

schools.  The policies established the Texas Permanent School Fund, a permanent endowment 

fund for public education that was to be distributed on a per-capita basis, and would establish 

school district boundaries.  The school district boundaries portion of the law was repealed two 

years later because of public hostility opposing the allowance that anyone could setup a school, 

employ a teacher, and receive funding from the state (Walker & Casey, 2001).  During this time, 

parents could send their children to any school of their choice, very similar to the current school 

voucher arguments. 

Unfortunately, in 1861, all educational funding in Texas was stopped when the Texas 

Permanent School Fund was completely depleted to help fund the American Civil War efforts. 

Once the war ended in 1865, Texas established the Constitution of 1866 which contained many 

of the same provisions for public education that were prominent prior to the Civil War.  

However, the Democrats lost control of the legislature to the Radical Republicans in 1868 and 
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the Constitution of 1866 was nullified (Webb, 2005).  The Radical Republicans were 

predominantly northerners and were vastly unpopular with the long-established southern 

communities.  However, the Radical Republicans had a strong belief in a free system of 

education.  Additionally, they were the first to envision the establishment and funding of a public 

school system.  With the passage of the Constitution of 1869, the new policies of the 

reconstruction government achieved the following: 

• Revived and expanded the Permanent School Fund  
• Increased state taxes for education 
• Made school attendance compulsory 
• Defined school district boundaries 
• Required local school districts to provide school buildings 
• Created a ten-month school year 
• Established the first statewide system of local taxation for schools  (Walker & Casey, 

2001) 
 

The newly established $1 per $100 property valuation local property tax was not well 

received by the populous and most Texans refused to pay the tax.  According to Walker and 

Casey (2001), the creation of the local property tax developed a fierce conflict within the state 

and caused a great deal of animosity among Texans toward public education.  Possibly due to the 

1873 revolt on the local tax requirement, Democrats took back control of the state legislature. 

Following the removal of all the Radical Republican Reconstructionists, virtually every 

provision for education adopted earlier was abandoned.  

The newly elected legislature, in 1875, voted to reinstate the policies of 1846 that gave 

the authority for incorporated towns and cities to tax for public education.  Following this shift of 

control for taxing to the local communities, the legislature adopted the Constitution of 1876. The 

Constitution of 1876 was the establishment for the basic policies for the school funding 

framework that still governs Texas today.  It provided for: 
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• Permanent and Available School Funds 
• A poll tax of $1 per male between the ages of 21 to 60 
• Dedication of one-fourth of general revenue to education 
• Decentralized state authority 
• A community school system rather than districts  (Webb, 2005) 

 
Under this new Constitution, the Permanent School Fund revenues were deposited in the 

Available School Fund, which then supplied funds to the schools on a per-capita apportionment. 

Walker and Casey (2001) contended that this funding mechanism seemed to satisfy Texans.  

In Article 7, Section 1 of the Constitution of 1876, the authors placed the burden to fund 

public school on the state legislature: 

A general diffusion of knowledge being essential to the preservation of the liberties and 
rights of the people, it shall be the duty of the Legislature of the State to establish and 
make suitable provision for the support and maintenance of an efficient system of public 
free schools. (Constitution of the State of Texas, Article 7 § Section 1, 1876) 
 

This wording has been the subject of continual debate regarding equity lawsuits in Texas for the 

past 30 years.  First, communities and policymakers across the state do not agree on what “a 

general diffusion of knowledge” means or to what level it should be achieved. Second, 

communities and policymakers across the state do not agree on the meaning and requirement for 

“the duty of the Legislature of the State to establish and make suitable provision for the support 

and maintenance of an efficient system.”  Equity lawsuits, such as the Edgewood and West 

Orange-Cove cases, have challenged the legislature’s responsibility to “make suitable provision 

for the support and maintenance” for public education. 

 The Constitution of 1876 did not provide for a state ad valorem property tax to support 

education as did the Constitution of 1845.  An ad valorem tax is a tax according to value or based 

on the monetary value of the item being taxed (Odden & Picus, 2004). Walker and Casey (2001) 

attributed this to the majority of the legislature believing that a larger Permanent School Fund 

would negate the need for the ad valorem property tax.  In an effort to build a larger Permanent 
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School Fund, the legislature had set aside an endowment of all funds previously allocated to 

public schools, but not spent; the permanent endowment established in 1854; and half the public 

domain lands (Walker & Casey, 2001). In 1877, payments distributed from the state amounted to 

$3.59 per-student.  This redefined Permanent School Fund was the only source of revenue from 

the state for public education from 1876 to 1883. 

  Interestingly, by 1879 citizens of Texas were not satisfied with the funding levels for the 

public schools and demanded reform.  The legislature was only relying on the Permanent School 

Fund to fund public schools.  This proved to be inadequate and further increased the disparities 

between rural and urban schools.  Texans had come to realize that in order to provide stable 

schools and build permanent buildings additional taxes were needed.  Therefore, in 1883 the 

Texas voters passed a constitutional amendment authorizing both a state and local ad valorem tax 

for the permanent school districts (Pierce, 1989).  The new state tax provided 20 cents per $100 

property valuation that supported the Available School Fund. The local tax provided a maximum 

of 20 cents per $100 property valuation, but only if approved by two-thirds vote of the property 

owners.  Alternatively, city schools and municipal districts were authorized to tax a maximum of 

50 cents per $100 property valuation.  

According to Walker and Casey (2001), the intent of the policy for the two rates was to 

keep an advantage for the cities and urban districts over the rural districts.  Additionally, rural 

districts were less likely to authorize the levying of taxes.  The primary funding shift from the 

state to local revenues was the start of the creation of the funding disparities between 

communities that had the ability to pay and willingness to pay for their schools.  This 

dependence on local property wealth and the interest level of voters increased the inequities in 

Texas education funding (Walker & Casey, 2001).  The disparity of funding between urban 
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versus rural schools became increasingly evident by the early 1900s.  The majority of students in 

the state attended rural schools.  Urban districts had 65% of the state’s school-owned property. 

Walker and Casey (2001) reported that rural schools spent 59% less per student than urban 

districts. At the turn of the century, there were 11,460 rural school districts, of which 92% had 

only one teacher for all grades and had no high schools.  Not only did urban districts have the 

ability to tax a higher rate, their voters could also approve bonded indebtedness, i.e. school bonds 

(Walker & Casey, 2001). 

Educational Funding Policy at the Turn of the Century 

In 1908, Texas voters once again approved a constitutional amendment to change the 

local enrichment tax rate for all schools to a maximum of 50 cents per $100 property valuation. 

The constitutional amendment also reduced the two-thirds majority vote by property owners of 

the district to a simple majority.  The combination of these two policy changes allowed many 

rural schools to build their own school buildings.  By 1911, county boards of education were 

allowed, at the community’s expense, to establish rural high schools.  James E. Ferguson was 

elected Governor of Texas in 1914 and worked to provide state funding to build rural high 

schools.  This was the first time that state aid was directed to the rural schools (Walker & Casey, 

2001). 

During the 34th Legislature in 1915, $1 million was appropriated for special rural school 

aid.  To receive the additional funding, rural schools had to tax 50 cents per $100 property 

valuation (Walker & Kirby, 1988).  The rural school aid became permanent with a constitutional 

amendment approved by the Texas voters in 1918. The 1918 amendment added a state tax of 15 

cents per $100 property valuation which was in addition to the 20 cents for the Available School 

Fund.  The constitutional amendment of 1918 made it legal for the legislature to appropriate and 
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expend funds directly from the treasury of the state for purposes of public schools.  This change 

in policy allowed the legislature to dedicate state revenues for educational expenses other than 

just using the Available School Fund.  According to Hobby and Walker (1991), “the Texas 

Legislature has from 1919 forward always exercised its general appropriation authority for state 

aid grants” (p. 380). 

Later, in 1920, the constitutional tax limits on schools were removed and designated to 

the state legislature.  Because of varying property values around the state, especially among 

urban and rural schools, widening disparities in funding continued to grow.  The lack of state 

funding required local districts to rely heavily on local taxes, creating inequities between 

districts.  In fact, from about 1920 to 1949, Texas was distributing state funding on a per-capita 

basis regardless of need (Walker & Casey, 2001).  Although this method of funding public 

schools had been abandoned by other states, Texas politicians were slow to make the change. 

Unfortunately, the legislature’s reluctance to change to a need-based funding distribution system 

further widened the equity gap between property-rich and property-poor schools. 

There was some change in 1929 with the Rural Aid Appropriation Act, when the 1915 

rural equalization aid was rewritten and refinanced.  The new rural aid policy was based on local 

district wealth and tax effort.  This was one of the first “equity adjustments” in Texas schools 

(Webb, 2005). In 1931, the Rural Aid Appropriation Act was challenged in the case of Mumme 

v. Marrs (1931). The Texas Supreme Court held that the state’s differentiated aid to poorer 

school districts was a suitable provision under the Texas Constitution.  In another case in that 

year, Love v. City of Dallas (1931), the Texas Supreme Court held that a school district could not 

be forced to spend funds on residents of another school district.  In 1937, the Rural Aid 

Appropriation Act was once again rewritten and renamed the Equalization Fund (Webb, 2005). 
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In order to access these funds, low property-wealth districts were still required to have a 

minimum local tax effort.  Additionally, the Equalization Fund was also based on a teacher unit 

allocation formula, which required the state to develop a statutory minimum teacher salary 

schedule. 

Commissioned Committees 

In 1938, the state legislature commissioned a committee for the Texas School Adequacy 

study.  When the committee reported its findings, which included massive school consolidations, 

the legislature ignored its recommendations (Webb, 2005).  Following World War II, the state of 

Texas experienced an increase in student enrollment and in the cost of living. Texans began 

pressuring the legislature to fix the lack of education funding and disparity in spending (Walker 

& Casey, 2001).  In response to the pressure and because legislators could not agree on a 

minimum-salary schedule for teachers, the 50th Legislature commissioned in 1947 a committee 

to study the state’s educational funding system and make recommendations for improvement 

(Webb, 2005).  The committee became known as the Gilmer-Aiken Committee, after 

Representative Claude Gilmer and Senator A. M. Aiken, Jr.  The Gilmer-Aiken Committee was 

very innovative for this time period, forming community-based subcommittees and holding 

hearings with the public across the state.  This methodology for discussion and forum was 

atypical for this time; however, it allowed the committee to present its ideas to the public and 

was instrumental in gaining its support.  The Gilmer-Aiken Committee’s work culminated in a 

report titled, To Have What We Must, which included proposals to make schools more efficient 

and to provide additional funding. 
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In 1949, the 51st Texas Legislature adopted three bills, Senate Bills 115, 116, and 117, 

which embodied the bulk of the Gilmer-Aiken Committee’s recommendations.  The policies of 

the Gilmer-Aiken Act established the following: 

• Consolidated 4,500 school districts into 2,900 districts 
• Established the Minimum Foundation Program (MFP) that distributed state funds for 

personnel and operations via a complicated economic index that established a basic 
minimum below which no district could go 

• Allocated 80% of the funding came from the state and the rest of the funding to come 
from the local level on an ability-to-pay basis (the ability for local school districts to 
fund above the state level was allowed) 

• Established a county-by-county economic index (forerunner to the Cost of Education 
Index) 

• Mandated student attendance, and state funding was based heavily on attendance 
• Established a 10-month uniform school calendar 
• Guaranteed 12 school years of 9 months with a minimum of 175 actual teaching days 

per year 
• Created a statewide minimum salary schedule 
• Established the Central Education Agency 

o To exercise general control of the system of public education at the state level in 
accordance with law 

o To be the policy-forming and planning body for public education 
o To administer the Foundation School Program 

• Created an elected State Board of Education that appointed the commissioner of 
education  (Walker & Casey, 2001; Webb, 2005) 

 
Although the Gilmer-Aiken Act was the most sweeping educational reform in Texas, it still 

allowed for the continuous widening of spending gaps between districts.  These spending gaps 

would eventually be the cause of property-poor districts suing for greater equity in school 

funding.  

 By 1965, there was yet again a need for revision to public school funding. Governor John 

Connally created the Governor’s Committee on Public School Education to study and 

recommend improvements.  The Texas Education Agency also created regional education media 

centers, which are now called the regional education service centers, to help support the local 
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school districts.  In 1968, the Governor’s Committee published its report titled, The Challenge 

and the Chance. 

This report called for a complete overhaul of public education in Texas, consolidation of 
small school districts, a more comprehensive minimum foundation program, and 
increased state funding of public education. Unfortunately, the report and its 
recommendation were ignored by the Legislature. (Connors, 1991, p. 184) 
 

Property Valuation 

 Central to the Texas school funding system is local property values.  The primary source 

of school funding is from ad valorem taxes collected on local property based on the property’s 

appraised value.  Prior to the 66th Legislative session in 1979, local property appraised values 

were established by each taxing entity with little formality or regulation.  Differences in 

methodology and frequency of property appraisals created wide disparities in school district tax 

bases across the state.  According to Wayne Peveto, who served in the Texas Legislature from 

1973 to 1985, 

Some districts had not reappraised their property since their inception; others had 
reappraised more recently, and thus appeared richer than they actually were when 
compared with districts that had not reappraised. There was no uniformity in how 
appraisals were carried out nor in the appraisers’ qualifications. There was not even 
uniformity as to what types of property were placed on the tax roll[s]. Some school 
districts taxed chickens; others taxed cars; others taxed only real property.…The property 
tax was the largest single tax in Texas...yet it was not imposed uniformly on taxpayers. 
(Graves, 2002, p. 3) 

 
Called the Peveto bill, Senate Bill 661 (1979) created single central appraisal districts 

(CAD) in each county (except for Potter and Randall counties which share a CAD based in 

Amarillo). Each CAD is governed by a board of directors which are elected by the taxing entities 

they serve. The CAD board of directors appoints a chief appraiser and an appraisal review board 

(ARB).  The chief appraiser manages the county appraisal office, appraises property, and notifies 

owners of the appraised value. The ARB hears protests from property owners and taxing 
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authorities regarding the CAD’s appraised property values. “Thus, the ARB settles 

disagreements about value, exemptions or other issues between a property owner and the CAD” 

(Gilliland, 2011, p. 3).  

Senate Bill 661 (1979) extensively revised the Texas Tax Code. In addition to the 

creation of the CADs and ARBs, the bill added these provisions to the Tax Code: 

• Eliminating fractional tax assessments and requiring appraisal at full market value; 
• Requiring regular appraisals and reappraisals at least once every three years; 
• Allowing referenda to limit tax increases (rollback elections); 
• Requiring taxing entities to publicize proposed tax rates, hold public hearings, and 

publish other information showing how tax rates affect tax levies (truth in taxation); 
• Mandating professional standards for assessors and appraisers; and  
• Instituting state supervision of local tax offices.  (Graves, 2002, p. 3) 

 
Prior to the sweeping changes from Senate Bill 661 (1979), disparities in education funding 

between school districts had already been created.  The differences in property valuation and 

taxation became more evident when the Texas education finance system was challenged by the 

parents in the Edgewood Independent School District. 

Involvement of the Judicial System 

In the case of San Antonio ISD v. Rodriguez (1973), Demetrio Rodriguez and other 

Edgewood ISD parents sued over the equity in the state education funding system.  The 

Edgewood parents claimed the Texas education funding system treated the poor and Mexican–

Americans as a suspect class which violated the Fourteenth Amendment to the U.S. Constitution. 

Edgewood ISD had a $1.05 tax rate and spent a total of $356 per-student, whereas Alamo 

Heights ISD in the same county had a tax rate of $0.85 and spent $594 per-student (San Antonio 

ISD v. Rodriguez, 1973). Judge Spears delayed the case to allow the state legislature to fix the 

matter using the findings from Governor Connally’s Committee on Public School Education 
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(Webb, 2005).  However, the 1971 legislative session ended without resolving the Edgewood 

equity claim.  

Without action from the legislature, the U.S. District Court’s three-judge panel concluded 

the education finance system violated the Equal Protection Clause. 

The District Court held that the Texas system discriminates on the basis of wealth in the 
manner in which education is provided for its people. Finding that wealth is a ‘suspect’ 
classification and that education is a ‘fundamental’ interest, the District Court held that 
the Texas system could be sustained only if the state could show that it was premised 
upon some compelling state interest. On this issue the court concluded that ‘(n)ot only are 
defendants unable to demonstrate compelling state interests...they fail even to establish a 
reasonable basis for these classifications. (San Antonio ISD v. Rodriguez, 1973, p. 1287) 
 

The State of Texas appealed the decision to the United States Supreme Court. On a 5-4 ruling, 

the United States Supreme Court reversed the district court’s decision.  In 1973, the United 

States Supreme Court ruled that the Texas system for funding schools did not violate the United 

States Constitution.  The Court said that education “is not among the rights afforded explicit 

protection under our Federal Constitution” (San Antonio ISD v. Rodriguez, 1973, p. 1297). 

Recognizing the lack of equity in the Texas school funding system, the United States Supreme 

Court strongly encouragement the Texas Legislature to find a more equitable system. The Court 

said although the Texas system was, “chaotic and unjust…the ultimate solution must come from 

the lawmakers and from democratic pressure of those who elect them” (San Antonio ISD v. 

Rodriguez, 1973, p. 1310). 

 In response to the United States Supreme Court decision, the Texas Legislature passed 

House Bill 1126 in 1975. This policy established Tier II funding that created the structure for 

equalization financial support to property-poor districts.  The system was renamed the 

Foundation School Program and it replaced the complicated economic index formulas from the 

Gilmer-Aiken Act, to a state-estimated market value within each district (Walker & Casey, 
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2001).  During a special legislative session in 1977, Senate Bill 1 was passed and served to lower 

the local fund assignment, increase the foundation program aid, adjust the equalization aid, and 

establish the vocational and special education units as part of the Foundation School Program 

calculations.  Further revisions were made in 1979 during the 66th Legislative session with the 

passage of Senate Bill 350. This policy increased state compensatory funding, increased the 

foundation program support, raised equalization support, revamped transportation aid, and added 

fast growth and minimum aid adjustments (Walker & Casey, 2001).  Additionally in 1979, the 

legislature tackled taxpayer equity with Senate Bill 621 and House Bill 1060. 

Senate Bill 621 and House Bill 1060 combined to provide a measure of reform in 
property taxation, including truth-in-taxation requirements, enabling of the Tax Relief 
Amendments of 1978, and establishment of countywide tax appraisal districts to bring 
uniformity and equity in property appraisals. (Walker & Casey, 2001, p. 10) 
 

 In the 1981 legislative session, laws were passed to increase the foundation program and 

equalization formulas to accommodate teacher salaries and transportation aid increases. 

Additionally, the legislature lowered the local fund assignment rate. In a special session, House 

Bill 30 was passed in an attempt to clarify property tax rules and to postpone school districts’ 

mandatory participation in central appraisal districts.  In 1983, Texas fell into a major recession 

when oil and gas prices dramatically dropped.  The 68th Legislature was faced with either cutting 

spending or raising taxes.  They chose to cut spending, while increasing state support for 

property-poor school districts in order to avoid another lawsuit (Walker & Casey, 2001).  With 

the economic crisis and the need for reform, Governor Mark White commissioned a Select 

Committee on Public Education (SCOPE).  H. Ross Perot chaired SCOPE with instructions to 

investigate all aspects of the Texas education system.  During a legislative special session in 

April 1984, the select committee reported its findings and recommendations.  The committee’s 
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work was the basis for the formation of House Bill 72 of 1984.  The major changes of the policy 

on school finance included: 

 1)  Changing from adjusted personnel units to weighted pupil units as the basic 
distribution vehicle  

 2)  Establishing a price differential index  
 3)  Broadening adjustments for small and sparsely populated districts  
 4) Using full-time equivalent (FTE) students in special education and vocational 

education 
 5)  Expanding compensatory and bilingual education allotments 
 6)  Moving to a one-line state minimum salary schedule  
 7)  Adding a teacher career ladder (merit pay) program 
 8)  Computing local share of the foundation school program (FSP) on a variable rate at a 

higher level than utilized after 1977 
 9)  Enhancing the “enrichment equalization allotment”  
 10) Removing from the available school fund (ASF) those revenues dedicated by statute 

as opposed to the constitution 
 11)  Deleting several programs formerly included in the FSP  
 12)  Equalizing transition aid for districts losing state aid per average daily attendance 

(ADA) under the new law  (Walker & Casey, 2001, p. 13) 
 
 The most significant change was the departure from the adjusted personnel units to a 

more equalized structure based on a weighted student method of distribution.  Many of the 

reforms placed the responsibility for funding back on the local districts.  Unfortunately, most 

school districts were not sufficiently able to support this financial increase (Picus & Hertert, 

1993).  Pierce (1989) reported that following these reform changes, local school district budgets 

still indicated significant inadequacies. 

Edgewood Lawsuits 

During this same time frame, the Mexican–American Legal Defense and Education Fund 

(MALDEF) filed a lawsuit in state court, Edgewood v. Bynum, challenging the equity of the 

school finance system.  Mr. Raymon L. Bynum was the commissioner of education in Texas 

until the end of October 1984 and was named as the defendant on the original lawsuit.  

Following the called special session of the legislature and the passage of House Bill 72 in 1984, 
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MALDEF challenged the new law in 1985 by refiling an amended lawsuit against the new 

commissioner of education, Dr. William N. Kirby (Walker & Casey, 2001; Webb, 2005). 

Edgewood v. Kirby (1989), later known as Edgewood I, went to trial in front of Judge Clark in 

January 1987.  The trial court found the Texas school finance system to be unconstitutional in 

June 1987.  The court found the financing system violated both the “equal protection” and the 

“efficient system” clauses of the Texas Constitution (Walker & Casey, 2001).  The decision was 

reversed by the appeals court in 1988 and sent to the Texas Supreme Court.  In 1989, the Texas 

Supreme Court unanimously affirmed Judge Clark’s district court ruling (Webb, 2005). 

 The Edgewood v. Kirby (1989) decision confirmed the funding inequities in the Texas 

public education finance system.  Justice Mauzy wrote that “there are glaring disparities in the 

abilities of the various school districts to raise revenues from property taxes because taxable 

property wealth varies greatly from district to district” (Edgewood v. Kirby, 1989, p. 392).  These 

disparities violated the “efficiency” clause.  The court did not require “absolute equality” in per-

student spending, but created a standard of “substantially equal access to similar revenues per 

pupil at similar levels of tax effort” (Edgewood v. Kirby, 1989, p. 397).  The court set a deadline 

of May 1, 1990, which was later extended to June 20, 1990, for the legislature to rectify.  

 To resolve the issues identified by the court, legislators met in six consecutively called 

special sessions.  According to Webb (2005), “with the legislature still unable to pass a bill, a 

master appointed by the state Supreme Court offered an alternative plan to be implemented if the 

legislature failed in its mission” (p. 28).  The plan called for transferring funds from wealthy 

districts to subsidize property-poor districts on the amount expended per-student. This 

redistribution scheme became known as the Robin Hood plan.  Shortly thereafter, the legislature 

reached a consensus and approved Senate Bill 1 (1990) and Governor Bill Clements signed it 
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into law.  Senate Bill 1 (1990) updated the foundation program to include a facilities funding 

component and mandated that within five years, Texas would have a wealth-neutral system for at 

least 95% of the students it served.  However, Senate Bill 1 (1990) failed to establish a cap for 

property-wealthy districts’ access to enrichment funds raised locally, allowing for increased 

inequity.  

 The Edgewood plaintiffs were dissatisfied with the latest legislation of Senate Bill 1 

(1990) and requested a hearing with the court.  Because Judge Clark had retired, the case was 

heard by District Judge Scott McCown (Webb, 2005).  Judge McCown ruled that “the new 

legislation did not provide substantially equal access to public school funds” (Webb, 2005, p. 

28).  The state appealed Judge McCown’s ruling to the Texas Supreme Court in January 1991.  

In what is called Edgewood II, the Supreme Court affirmed Judge McCown’s ruling that Senate 

Bill 1 (1990) did not reform the school finance system to address the deficiencies noted in 

Edgewood I. In the opinion of Chief Justice Phillips, “…the system would be made more 

efficient simply by utilizing the resources in the wealthy districts to the same extent that the 

remainder of the state’s resources are utilized” (Edgewood v. Kirby, 1991, p. 497).  Chief Justice 

Phillips demanded the state correct these issues immediately. 

The Texas Supreme Court, in response to a request for a rehearing, issued an advisory 

opinion in Edgewood II-A stating that local unequalized enrichment is not strictly prohibited. 

They further stated: 

the Constitution does not present a barrier to the general concept of tax base 
consolidation, and nothing in Love [Love v. City of Dallas (1931)] prevents creation of 
school districts along county or other lines for the purpose of collecting tax revenue and 
distributing it to other school districts within their boundaries. (Edgewood v. Kirby, 1991, 
p. 497) 
 

38 



 

The legislature responded to the courts in 1991 with Senate Bill 351.  This bill 

established 188 County Education Districts (CEDs) which consolidated the tax bases of the 

school districts within each CED for redistribution purposes.  The legislation would equalize 

wealth among the districts within the CED up to the first 72 cents of tax effort, and allow 

districts to tax above the CED tax rate for enrichment (Webb, 2005).  Property-wealthy districts 

requested a hearing with Judge McCown in June 1991, arguing the new funding system was 

illegal.  Judge McCown upheld the legislation and the case was once again sent to the Texas 

Supreme Court.  In Carrollton-Farmers Branch ISD v. Edgewood ISD (1992), the court 

concluded the plan was illegal, but failed to address the equity of the education funding system. 

The court said in Edgewood III that the tax violated the state constitution and required voter 

approval (Carrollton-Farmers Branch ISD v. Edgewood ISD, 1992). The court gave the 

legislature until June 1993 to fix the illegal tax. 

 In 1992, the legislature worked in a called special session and during the 1993, 73rd 

regular session to address school funding.  Lawmakers put before the Texas voters an 

amendment to the Constitution to authorize a statewide property tax to fix the CED structure in 

May 1993.  The initiative was overwhelmingly rejected by the voters giving the legislature about 

a month to meet its court-ordered deadline (Walker & Casey, 2001). On May 28, 1993, a bill by 

Senator Ratliff of Mt. Pleasant was passed to address the court requirements.  The new law, 

Senate Bill 7 (1993), provided for new equalization and recapture formulas directed at wealthier 

districts.  The bill reenacted the cost of education index and established the small district and 

sparsity adjustments.  The local fund assignment was increased to 86 cents and the Tier II 

coverage was increased to 64 cents (Walker & Casey, 2001). Also under Senate Bill 7 (1993), 

districts would be held to a cap of $280,000 per-student in weighted averaged daily attendance 
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(WADA) of taxable property value base.  The districts that exceeded this limit would have to 

reduce their taxable wealth by one of the following five methods: 

Option 1 - Consolidation by Agreement. The school boards of two or more districts may 
agree to consolidate in order to create a new district with wealth per-pupil of less 
than the statutory wealth threshold. 

Option 2 - Detachment and Annexation by Agreement. The school boards of two or more 
districts may agree to detach property from one school district and attach it to one 
or more school districts. The wealth of the district from which property was 
detached may not exceed the statutory wealth threshold per WADA. The wealth 
of any district to which property was attached may not exceed the guaranteed 
yield level per WADA. 

Option 3 - Purchase of Attendance Credits. A district with wealth per WADA above the 
statutory threshold may purchase attendance credits from the state. One 
attendance credit is equal to one student in WADA. In effect, the district sends a 
check to the state. 

Option 4 - Contract for Education of Nonresident Students. A district with wealth above 
the equalized level may enter into an agreement with a qualifying district to pay 
the cost of educating students in that district. The paying district provides the 
receiving district with revenue per weighted pupil equal to the amount spent in the 
paying district. Weighted pupils from the receiving district are added to the 
paying district’s student count. Under this option, the state deducts the average 
entitlement from the receiving district, and any excess funds from the sending 
district are left for the receiving district. 

Option 5 - Tax Base Consolidation. The school boards of two or more districts may agree 
to conduct an election to create a consolidated taxing district for the maintenance 
and operations of the two school districts. The resulting taxing district may not 
have a property wealth per-pupil above the equalized level. (Texas Association of 
School Boards, 2005, p. 12–13) 

 
 Senate Bill 7 (1993) was immediately challenged in Edgewood ISD v. Meno (1995) (the 

commissioner of education when the lawsuit was filed was Dr. Lionel “Skip” Meno) based on 

the issue of efficiency and adequacy.  The case was heard in district court in December 1993 by 

Judge McCown, who upheld the constitutionality of Senate Bill 7 (1993), dependent upon the 

state providing funding for school facilities (Walker & Casey, 2001).  In January 1995, 

Edgewood IV was appealed to and heard by the Texas Supreme Court.  The Supreme Court 

upheld the District Court’s ruling and Senate Bill 7 (1993).  The court warned that, “the lack of a 

separate facilities component has the potential of rendering the school finance system 
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unconstitutional in its entirety in the very near future” (Edgewood ISD v. Meno, 1995, p. 479). 

The court also warned that the new system would be an unconstitutional state property tax, if a 

large number of districts were required to levy a maximum tax rate to achieve accreditation 

standards (Walker & Casey, 2001).  

 In response to the Edgewood IV warnings in 1995, the legislature made several updates to 

Senate Bill 7 (1993). The most significant was the establishment of a facilities grant program 

targeting property-poor districts (Senate Bill 1, 1995).  The legislature also created, in 1997, the 

Instructional Facilities Allotment (IFA), and in 1999, the Existing Debt Allotment (EDA), to 

address equity in facilities funding.  In May 1998, Senate Bill 7 (1993) was once again 

challenged in Edgewood V.  The lawsuit claimed that the state had gradually eroded the equity in 

school finance by extending the “hold harmless” protection for property-wealthy districts, 

excluding recapture on taxes levied for debt service, and not providing a revenue equalization 

method for old debt payments (Walker & Casey, 2001).  The district court deferred hearing the 

case while the legislature was meeting. Subsequently, the state legislature passed Senate Bill 4 

(1999) which included state assistance for existing debt service, increased the basic Tier I and II 

allotments, and provided additional help for new facilities (Walker & Casey, 2001).  Following 

the passage of Senate Bill 4 (1999), no other action was pursued on Edgewood V. 

Post Edgewood Funding 

Following the Edgewood cases, school districts were funded by a two-tiered system of 

formulas, collectively called the Foundation School Program (FSP).  The Texas school funding 

system provided districts revenue based on local tax effort, with state funding provided inversely 

proportionate to local district property wealth (Texas Legislative Budget Board, 2001).  Local 

districts adopted two property tax rates each school year. First, districts adopted a maintenance 

41 



 

and operations (M&O) tax rate with a statutory maximum of $1.50 per $100 of assessed taxable 

property value.  Second, districts could tax up to $0.50 per $100 of assessed taxable property 

value for interest and sinking fund (I&S) tax rate or debt service.  If the district’s debt was issued 

prior to September 1, 1992, then there was not a cap on the I&S tax rate (Texas Legislative 

Budget Board, 2001; Texas Association of School Boards, 2005). 

Because the assessed taxable property values across Texas vary, the state used a system 

called the Foundation School Program (FSP) to determine each district’s Local Fund Assignment 

(LFA) and amount of state aid.  The LFA was established by multiplying 86 cents by the 

district’s previous year’s certified taxable property values.  The state would set a foundation 

level of funding for all districts and calculate the amount of state aid a district would receive 

based on the district’s property wealth.  The higher the district’s property wealth, the higher the 

district’s LFA.  The state would provide aid to districts with a LFA below the state-set 

foundation level.  This is the basis of the first tier of the school funding formula. According to 

the Texas Legislative Budget Board, “ ‘Tier 1’ was originally intended to provide a basic 

‘foundation’ level of funding and represents the bulk of the funds distributed through the FSP” 

(2001, p. 15). 

Tier I Basic Allotment 

For the Tier I entitlement, the State of Texas provided a basic allotment for each student’s 

average daily attendance (ADA) at school.  However, to get Tier I funds, a school district was 

required to have a minimum M&O tax rate of 86 cents per $100 of property value.  As shown in 

Table 1, the basic allotment was then adjusted for the cost of education index (CEI), the small 

and midsized district adjustment, and the sparsity adjustment.  The Texas Legislative Budget 

Board (2001) reported that the CEI adjustment, “accounts for differences in resource costs that 
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are beyond the control of the district” (p. 16).  The CEI was based on a “regression analysis of 

factors affecting variation in payroll costs among districts” (Texas Legislative Budget Board, 

2001, p. 16).  There were five factors analyzed in developing the CEI, including: 

1) The average beginning salary of teachers in contiguous school districts 
2) The percent of economically disadvantaged students 
3) District size (in terms of ADA) 
4) Location in a rural county (with a population less than 40,000) 
5) Whether the district is classified as an “independent town” or “rural”  (Texas 

Legislative Budget Board, 2001, p. 16) 
 
Developed in 1991, the CEI was applied to 71% of the basic allotment. Seventy-one percent 

represented the total expenditures for professional payroll at the time CEI was adopted (Texas 

Taxpayers and Research Association, 2010).  According to the Texas Association of School 

Boards (TASB) (2005), updated studies to the CEI were completed for the legislature in 2000 

and 2004, but no changes were ever adopted. 

Table 1 

Tier I Entitlement Prior to 2006 

Basic 
Allotment (set by the legislature) 

+             
District 

Adjustments 
CEI                    Small and Midsize                    Sparsity 

+   
Instructional 

Program 
Weights 

# students in 

Special Ed. Comp Ed. Voc Ed. 
Bilingual 

Ed. GT Ed. 
× × × × × 

weights for 
Special Ed. 

weights for 
Comp Ed. 

weights for 
Voc Ed. 

weights for 
Bilingual 

Ed. 

weights for 
GT Ed. 

+      Transportation Allotment 
+      Technology Allotment 
=      Total Tier I 

Tier I State Aid           =           Total Tier I           –           LFA 
 
 The small and midsized adjustments were provided to help offset the diseconomies of 

scale of smaller schools for operations.  The small size adjustment was applied to districts with 
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less than 1,600 ADA and the midsize was applied to districts between 1,600 and 5,000 ADA. 

The sparsity adjustment was made available to districts with low enrollment serving an area of 

300 square miles or more.  Eligibility for the sparsity adjustment was “based on the number of 

students in the district, the range of grade levels available, and if high school is not available in 

that district, the distance to a district with a high school” (Texas Legislative Budget Board, 2001, 

p. 16).  According to the Texas Taxpayers and Research Association (2010) the sparsity 

adjustment would increase a district’s average daily attendance for funding purposes as follows.  

Small districts with less than 130 students in average daily attendance that are 30 miles or 
more by bus route from the nearest high school, are guaranteed funding for 130 ADA if 
the district offers a K-12 program and has at least 90 ADA in the current or prior year, 75 
ADA if the district offers a K-8 program and has at least 50 ADA in the current or prior 
year, and 60 ADA if the district offers a K-6 program and has at least 40 ADA in the 
current or prior year. (Texas Taxpayers and Research Association, 2010, p. 8) 

 
The results of the CEI adjustment, the small and midsized district adjustment, and the sparsity 

adjustment yielded an adjusted allotment.  

 As referenced in Table 1, the district’s adjusted allotment was then modified by 

instructional program weights, also called student weights.  The instructional program weights 

were designed to fund the additional costs associated with various special programs based on the 

number of students enrolled or served in the program.  These programs included special 

education, compensatory education, bilingual education, career and technology education, gifted 

and talented education, and public education grant.  Table 2 shows each of these programs and 

their weighted values.  The weighting for special education and vocational education were 

computed on a full-time equivalent (FTE) student basis or program contact hours.  

Compensatory education weighting was factored on the number of students receiving free and 

reduced-priced lunches. All other program weights were applied to the student’s ADA.  
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Table 2 

Instructional Program Weights in the Foundation School Program 

Program Description   Weight Value 
Regular Education Provides instruction in the regular education 

program. 
 No weight 

Special Education Provides additional funding for students with 
learning disabilities through a variety of 
instructional arrangements ranging from mainstream 
to homebound and hospital. 

 Weight ranges from 1.10 
for mainstream to 5.0 for 
certain very restrictive 
settings 

Compensatory 
Education 

Provides additional funding for students performing 
below grade level, based on enrollment in the 
Federal Free and Reduced-Price Lunch program. 

 0.20 
2.41 for pregnant 
students 

Bilingual 
Education 

Provides additional funding for programs to aid 
students whose native language is not English. 

 0.10 

Career and 
Technology 
Education 

Provides additional funding based on full-time 
equivalent enrollment in programs designed to teach 
career and vocational skills in grades 7–12. 

 1.35 

Gifted and 
Talented (GT) 
Education 

Provides additional funding for the development and 
delivery of programs and services for gifted and 
talented students such as International Baccalaureate 
and Advanced Placement. Total funding may not 
exceed 5 percent of the district’s ADA. 

 0.12 

Public Education 
Grant (PEG) 

Provides additional funding for a student to attend 
school in a district other than the district in which 
the student resides. Students are eligible for the 
Public Education Grant (PEG) if their assigned 
campus had a low passing rate on the state 
achievement test within the previous three years. 

  0.10 

Note: Adapted from Texas Association of School Boards, 2005, p. 6. 

 The next allotment added to the Tier I entitlement in Table 1 was the transportation 

allotment.  The transportation allotment was determined for each district based on the average 

daily number of eligible bus riders and approved bus-route miles.  An eligible bus rider was one 

who lived two or more miles from his or her assigned school or lived within a hazardous traffic 

area, as designated by the local school board, within two miles of the assigned campus.  An 

eligible bus rider may also have been a special needs student that required transportation to 

access his or her educational and related services.  Approved bus-route miles were actual daily 
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mileage required to transport eligible students from home to school and from school to home. 

According to TEA, the transportation allotment had not been updated since 1984 and only funds 

a small portion of a district’s overall transportation costs.  The final allotment in Tier I and 

shown in Table 1 was a technology allotment per-student that was created in 1992.  The 

technology allotment was a flat grant that was partly funded by the Available School Fund (ASF) 

and the Telecommunications Infrastructure Fund (TIF).  

 In 1999, the legislature provided additional support for growing districts by allocating a 

New Instructional Facilities Allotment of $250 per-student the first year a new school opened. 

The New Instructional Facilities Allotment also provided $250 for all new students entering the 

new school in its second year.  These additional funds were intended to help offset the costs of 

equipping new classrooms and for operating expenses rather than debt service payments.  The 

New Instructional Facilities Allotment was considered part of the FSP, but was not included in a 

district’s WADA calculation (Texas Association of School Boards, 2010). 

Tier II Guaranteed Yield 

 The second Tier in the state funding formula, prior to 2006, was called the guaranteed 

yield. Tier II guaranteed a minimum level of yield per penny of M&O tax effort between $0.86 

and $1.50.  “This mechanism does not guarantee a minimum per pupil revenue for every district; 

it guarantees the same minimum per pupil revenue per tax effort in the designated range” (Texas 

Legislative Budget Board, 2001, p. 17).  Tier II utilized the instructional program allotment 

weights from Tier I to calculate an amount per-student in weighted average daily attendance 

(WADA).  The state would set a guaranteed yield amount per WADA.  Therefore, districts with 

lower property values that could not generate the state-set guaranteed yield threshold per WADA 

were provided additional state aid to make up the difference.  Districts that generated slightly 
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more revenue per WADA than the state-set guaranteed yield amount were called gap districts. 

Gap districts were allowed to retain the small amount over the state-set guaranteed yield. 

However, the state also set a maximum threshold amount per WADA.  Districts that generated 

more than the state-set maximum threshold per WADA were subject to the Texas Education 

Code Chapter 41 wealth reduction provisions.  Tier II funding could only be used for district 

maintenance and operations and could not be used for debt service or construction expenses.  

Facilities Funding 

 Sometimes referred to as Tier III, the final funding assistance from the state was for 

facilities and bond debt.  The State of Texas provided two programs to help districts with 

facilities debt repayment.  The first program was called the Instructional Facilities Allotment 

(IFA) and assists districts with debt payments on new instructional facilities.  IFA began in the 

1997–98 school year and was intended to help low property-wealth districts.  School districts had 

to apply for IFA assistance, but once granted, districts become entitled to the funding in future 

years without reapplying.  IFA funding continued for an awarded district until the debt was 

retired. A school district’s IFA funding was based on the amount needed to pay the annual debt 

payment or $250 per ADA, whichever was less (Texas Association of School Boards, 2005). 

Smaller districts with 400 students or less could receive up to $100,000 per year or the amount of 

the annual debt payment, whichever was less.  The following shows the formula used for IFA: 

IFA state aid = 
   ($35 × ADA × I&S tax rate × 100)  
– (I&S tax rate × (prior year certified property value ÷ 100)) 
(Texas Education Agency, 2011) 
 
Additionally, once IFA was granted, the state guaranteed to maintain the combination of 

the local and state share of $35 per penny yield of I&S tax per-student.  The local and state share 

was adjusted annually to account for changes in local property values, ADA, and debt service 
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(Texas Association of School Boards, 2005).  If a district’s property wealth increased, then the 

state’s share decreased, and if the district’s property wealth decreased, the state’s share would 

increase. However, not all districts were guaranteed to receive IFA funding.  “The IFA is a ‘sum 

certain’ appropriation, which means when all of the appropriation is claimed (through the 

application process), no more money can be allocated by the TEA” (Texas Legislative Budget 

Board, 2001, p. 20).  School Districts with low property wealth received more IFA funds than 

higher-wealth districts.  Districts above the Chapter 41 wealth level did not qualify for IFA 

funding (Texas Association of School Boards, 2005).  As of 2009, approximately 400 districts 

had received IFA grant funding (Texas Association of School Boards, 2010). 

The second facilities funding program began in 1999 and was called the Existing Debt 

Allotment (EDA). EDA assisted districts with prior bond debt already in repayment.  There was 

not an application process like with the IFA, but funding was dependent on a district’s tax effort. 

The state guaranteed $35 per penny yield per ADA up to 29 cents of I&S taxes.  The distribution 

of EDA funds was not based on district property values and the funds were provided to all 

districts regardless of wealth level.  According to Texas Association of School Boards (2005), if 

there were not enough EDA funds to meet eligible debt, the state would implement proration to 

distribute EDA assistance.  Districts could not receive IFA and EDA support on the same set of 

bonds issued (Texas Association of School Boards, 2010).  However, districts could have 

received IFA funding for one set of bonds and EDA funding for a second set of bonds.  “EDA 

funding is now a permanent element of state funding, and, like IFA, it is a tax-relief mechanism 

permitting districts to adopt lower I&S tax rates” (Texas Association of School Boards, 2010, p. 

25).  The following shows the formula used for EDA: 
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EDA state aid = 
   ($35 × ADA × existing I&S tax rate × 100)  
– (existing I&S tax rate × (prior year certified property value ÷ 100)) 
(Texas Education Agency, 2011) 
 

Wealth Equalization 

 In 1993, the Texas Legislature passed Senate Bill 7 to recapture revenue from districts 

above a statutory set per WADA property wealth called equalized wealth level (EWL).  The 

districts that exceed the EWL are called Chapter 41 districts because the recapture provisions are 

located in the Texas Education Code Chapter 41.  Since these recapture provisions impact 

districts considered to be property wealthy, the wealth reduction or recapture system is often 

referred to as Robin Hood.  As outlined previously, the law allows five methods to reduce a 

district’s property wealth including: consolidate with another district, detach property, purchase 

attendance credits from the state, contract to educate nonresident students from a partner district, 

and consolidate tax bases with another district (Texas Education Agency, 2011).  The recapture 

provisions only apply to M&O tax revenue and do not impact I&S tax revenue.  

 There were three primary exceptions to reduce the amount of recapture on a high-wealth 

district. First, debt service or I&S taxes were not subject to the recapture requirements.  Second, 

the law allowed for a hold harmless provision that permitted district’s to maintain their total 

revenue per-student from 1992–1993. The third exception allowed districts that did not offer all 

12 grades in 1999–2000 a hold harmless provision, to retain their total revenue per WADA they 

had in 1999–2000 (Texas Association of School Boards, 2005).  

West Orange-Cove Lawsuit 

 In 2001 during the 77th regular session, the legislature made a few updates to the Texas 

school finance system.  Lawmakers established a partially state-funded health insurance program 

for educators, and increased the guaranteed yield and the equalized wealth level (Walker & 
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Casey, 2001).  In the spring of 2001, two different lawsuits were filed challenging the 

constitutionality of the state’s education funding system.  First was the case filed by four 

property-wealthy districts, West Orange-Cove Consolidated ISD, Coppell ISD, La Porte ISD, 

and Port Neches-Groves ISD, against Texas Education Administration (TEA) Commissioner 

James Nelson (later Dr. Shirley Neeley), State Comptroller Carol Keeton Strayhorn Rylander, 

TEA, and the State Board of Education.  The second case was filed by taxpayers David C. 

Hopson, Robert M. Windham, and Albert D. and Mary H. Huddleston, suing Dallas ISD and 

Highland Park ISD in Hopson et al. v. Dallas ISD et al. Both cases make the same constitutional 

argument that the state’s $1.50 maximum tax represented a statewide tax.  The West Orange-

Cove CISD v. Neeley (2005) case made a brief appearance in the district and appellate Courts. 

The case was presented to the Texas Supreme Court in May 2003 where the court delivered an 

8–1 opinion that sent the case back for trial at the distinct court (Webb, 2005). 

 District Court Judge Scott McCown had retired, so the case was assigned to Judge John 

Dietz.  The plaintiffs argued that the statutory $1.50 maximum tax cap was a de facto 

unconstitutional statewide property tax.  Following closing arguments on September 15, 2004, 

Judge Dietz rendered judgment from the bench favoring the plaintiffs (Webb, 2005). The Texas 

Supreme Court upheld Judge Dietz’s ruling in November 2005 and permitted the legislature until 

the first of June 2006 to remedy the issue.  According to David Thompson (2007), one of the 

plaintiffs’ attorneys, “by the 2005–2006 school year, more than 700 school districts, with more 

than 80% of the state’s 4.3 million schoolchildren, were at or within a few pennies of their 

maximum property tax rates” (p. 28).  During that same school year, the state’s level of funding 

had decreased to 38%. In order to meet the court-ordered deadline, the state legislature in its 

third special session passed two laws to change the state funding system.  First, House Bill 1 and 
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House Bill 2 (2006) revised the school funding system to provide property tax relief.  Secondly, 

House Bill 3 (2006) overhauled the state franchise tax (also called the business tax or margins 

tax) to replace the loss of funding for education from the property tax relief in HB 1 (2006).  

Thompson (2007) explained House Bill 1 (2006) as using “state revenues in the form of 

anticipated surpluses and the proceeds from HB 3 and other revenue measures, to replace local 

property taxes with state funds” (p. 28).  House Bill 1 (2006) during the 2006–2007 school year 

would reduce local property taxes by 17 cents by compressing the maximum tax rate by 88.67%. 

For the 2007–2008 school year, it would reduce local property taxes by another 33 cents or 

compress the 2005–2006 maximum tax rate by 66.67%. Over these two years, Texans would 

realize a total property tax rate reduction of 33.33% or about 50 cents.  Additionally, HB 1 

(2006) shifted district funding from complex formula funding to a target revenue system.  The 

target revenue system is a hold-harmless system that froze each district’s revenue per-student at 

the district’s actual 2005–2006 revenue-per-student level.  Under the target revenue system, 

districts do not benefit as local property values increase because they are frozen at the 2005–

2006 revenue per-student.  Therefore, as local property values increase, the amount of state 

funding decreases proportionately.  House Bill 1 (2006) also allowed local districts to increase 

taxes for local enrichment funds up to four cents. Districts could also increase taxes by an 

additional 13 cents for enrichment if authorized by voter approval (Thompson, 2007).  The bill 

increased teacher, counselor, nurse, and librarian salaries; established a per-student high school 

allotment; and instituted performance incentive programs.  Because of these changes, on May 26, 

2006, Judge Dietz closed the West Orange-Cove case. According to Thompson (2007): 

Although H.B. 1 was a welcome [sic] step in the right direction by the Legislature, it 
clearly did not resolve the fundamental structural problems with the Texas school funding 
system, and more work is needed in the future. The state’s reliance on, control over, and 
use of local property taxes as if they are state revenues remains an unfortunate feature of 
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the system....Recaptured local property taxes still are a significant part of the system, and 
gaps in funding between wealthier and poorer districts remain. Many important formulas 
to fund the schools have not been updated in well over a decade. (p. 28–29) 
 

Post House Bill 1 of 2006 

Prior to 2006, school districts were funded through a two-tiered system of formulas called 

the Foundation School Program.  After HB 1 (2006), each school district was frozen at a target 

revenue that was determined by the amount of revenue per WADA the district had in the 2005–

2006 school year.  Because of the property tax relief, HB 1 (2006) provided a hold harmless 

provision that supplied state aid for lost property tax revenue.  In short, each local school district 

would tax at its compressed tax rate or $1.00, and the state would make up the difference in state 

aid to equal the district’s 2005–2006 revenue per WADA.  According to the Texas Association 

of School Boards (2008),  

The target revenue system does not have a mechanism that changes the target to reflect 
higher prices or changing district circumstances. In addition, the targets were set at a 
point in time, incorporating revenue anomalies in a particular school year and leaving 
some districts at a relative advantage while others are at a disadvantage. (p. 17) 
 
Nevertheless, the two-tiered funding formulas were not completely abandoned.  After 

2006, the Tier I entitlement calculation changed to incorporate the compressed tax rate.  Each 

individual district was still responsible for its local fund assignment (LFA), but only to the 

compressed tax rate or $1.00, whichever was lower, for each $100 of the prior year’s property 

value.  Following 2006, the state guaranteed a yield per penny of tax effort in Tier I. For 2009, 

the guaranteed yield for Tier I was $47.65 per penny per-student (Texas Association of School 

Boards, 2010).  Therefore, a school district’s basic allotment was equal to its ADA for its 

compressed tax rate at the Tier I guaranteed yield. In 2009, the basic allotment was set at $4,765 

per ADA and indexed to statewide average property values per WADA (Texas Association of 

School Boards, 2010).  
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Table 3 

Tier I Entitlement After 2006 

Tier I – Basic Allotment 
Basic 

Allotment (based on district's compressed tax rate) 

+             
District 

Adjustments 
CEI                    Small and Midsize                    Sparsity 

+   
Instructional 

Program 
Weights 

# students in 

Special 
Ed. 

Comp 
Ed., 

Military, 
& 

Pregnancy 
Career & 
Tech Ed. 

Bilingual 
& ESL 

Ed. GT Ed. PEG 
× × × × × × 

weights 
for 

Special 
Ed. 

weights 
for Comp 

Ed. 

weights 
for Voc 

Ed. 

weights 
for 

Bilingual 
Ed. 

weights 
for GT 

Ed. 

weights 
for PEG 

+     New Instructional Facility Allotment (NIFA) 
+      Transportation Allotment 
+     Texas Virtual School Network (TxVSN) Allotment 
+     High School Allotment 
+      Technology Allotment 
=      Total Tier I 

Tier I State Aid           =           Total Tier I           –           LFA 
 
As shown in Table 3, the same three adjustments used prior to 2006 were still applied to 

the basic allotment to get the adjusted allotment.  The three adjustments included the CEI 

adjustment, small or midsize adjustment, and sparsity adjustment.  The instructional program 

weights were changed to program allotments, but were still calculated in the same manner as 

prior to 2006.  The compensatory education program was expanded to include a military child 

allotment of $650 for each qualifying student, but was only provided if funds were appropriated 

by the legislature.  The new military child allotment provided additional funding for students “of 

active duty military personnel in a combat zone or who have moved to the district as a result of a 
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military base closure” (Texas Association of School Boards, 2010, p. 18).  The new instructional 

facilities allotment was moved into Tier I, but the amounts did not change.  

Following 2006, two new allotments were added as shown in Table 3: the Texas virtual 

school network allotment and the high school allotment.  The Texas virtual school network 

allotment provides funds to districts that offer online courses through this system allowing $400 

per-student for successfully completing a course.  Additionally, the Texas virtual school network 

allotment provides $80 per-student to the student’s home district.  The high school allotment 

provides $275 per-student in a flat grant per ADA in grades nine through 12.  Both of these new 

allotments are open to all school districts including Chapter 41 property-wealthy districts. 

Prior to HB 1 (2006), Tier II funding guaranteed a minimum yield per penny of M&O tax 

effort above 86 cents and up to $1.50. After HB 1 (2006), Tier II funding was expanded to three 

levels of guaranteed yield per penny of M&O tax effort.  The new Tier II guaranteed yield 

funding was provided on the following three levels: 

Level 1 (L1) = The district tax revenue per WADA per penny of tax effort available to a 
district that was at the 88th percentile in property wealth per student.  
A district generated L1 funding for the M&O tax effort making up its 
compressed M&O tax rate that exceeded the district’s LFA. 

Level 2 (L2) = Austin ISD’s property wealth per student.  
A district could generate L2 funding for only six pennies of tax effort 
above its compressed tax rate (CTR). Most school districts could access 
four of these six pennies at the discretion of the local school board. 
Because of restrictions in the Texas Tax Code, access to the fifth and sixth 
pennies of enrichment usually required voter approval. 

Level 3 (L3) = A fixed amount set by statute.  
A district could generate L3 funding for any pennies of tax effort above its 
CTR plus six pennies. Enrichment at this level typically required voter 
approval. (Texas Education Agency, 2011, p. 20) 

 
In 2009, the legislature updated Tier II funding by passing of House Bill 3646.  The 

modifications resulted in two levels of guaranteed yield for every penny of M&O tax effort 

above the compressed tax rate: 
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 Level 1 (L1) = The greater of: 
• Austin ISD’s property wealth per student: 

for 2009–2010, this amount was $59.02 per WADA, or 
• The amount of district tax revenue per WADA per cent of tax effort 

generated for this level of guaranteed yield funding for the last school 
year 

A district may generate L1 funding for only six pennies of tax effort above 
its CTR. These pennies are sometimes called golden pennies because they 
are the pennies of tax effort for which a district is able to generate the 
highest level of enrichment funding [since the minimum is the Austin ISD 
wealth per student]. Most school districts can access four of the six 
pennies at the discretion of the local school board. Because of restrictions 
in the Texas Tax Code, access to the fifth and sixth pennies of enrichment 
usually requires voter approval. 

Level 2 (L2) = A fixed amount set by statue. This amount was set at $31.95 per WADA 
by HB 3646. 
A district may generate L2 funding for any pennies of tax effort above its 
CTR plus six pennies. The L2 pennies of tax effort are sometimes called 
copper pennies because they generate a lower level of enrichment funding 
than the golden pennies do [since the maximum is set by law at $31.95]. 
Enrichment at this level typically requires voter approval. (Texas 
Education Agency, 2011, p. 21) 

 
 Following the changes made in 2006, districts had the authority to tax 17 cents above 

$1.00 for Tier II enrichment or supplementation to Tier I funds. After the changes to Tier II in 

2009, the first six enrichment pennies were guaranteed to the Austin ISD yield, which was 

$59.02 per WADA in 2009–10 (Texas Association of School Boards, 2010).  The first four of 

the six enrichment pennies could be levied by the local school board.  The fifth and sixth pennies 

required a Tax Ratification Election (TRE) or voter approval.  Additionally, districts could raise 

taxes 11 more pennies above the initial six discussed, but with a much lower guaranteed yield 

per penny than was set by statute at $31.95 (Texas Association of School Boards, 2010).  Just as 

with the fifth and sixth pennies, the seventh through 17th pennies required a TRE or voter 

approval. 

Facilities funding remained unchanged after 2006.  When IFA and EDA funding were 

first put into operation in the late 1990’s, according to TASB (2010), over 90% of the state’s 
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students were in districts that qualified for either program.  In 2009, only about 60% of students 

were in eligible districts. TASB (2010) explained that the decline has been due to the rising local 

property values and the unadjusted $35 per penny per ADA of support.  Because of the rising 

property values, districts were now able to raise the full $35 per penny per ADA in local taxes. 

TASB (2010) reported, “with rising property values, rising construction costs, and a guaranteed 

yield set ten years ago, there has been a decline in statewide average per-pupil aid and a 

corresponding decline in total facilities funding” (p. 25). 

In 2009, some changes were made during the 81st Legislative Session. According to 

House Bill 3646 (2009), districts with a low target revenue were moved onto the previously used 

formula funding system, which impacted about 30% of Texas districts.  House Bill 3646 (2009) 

did supply new state funding by providing all districts a minimum of $120 additional per 

WADA.  Furthermore, HB 3646 (2009) provided for a salary increase per eligible employee by 

the greater amount of $60 per WADA or $80 per month and increased the equalized wealth level 

to $476,500 per-student.  Finally, HB 3646 (2009) required the legislature to study the adequacy 

and equity of the educational funding system during the 2009–2010 legislative interim and make 

any necessary adjustments during the 2011 82nd Legislative Session.  

Wealth Equalization After 2006 

 After the passage of HB 1 (2006) to a target revenue funding system, the identification of 

Chapter 41, property wealthy districts subject to recapture, has been more challenging and 

complicated.  Districts have the same five wealth-reduction options they had prior to 2006. 

Recapture in Tier I is applied to districts with a wealth level above the statewide average 

property value per WADA (Texas Association of School Boards, 2010).  For the 2009–2010 

school year, the Tier I equalized wealth level, determined by the statewide average property 
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value per WADA, was $476,500 per WADA (Texas Education Agency, 2011).  As shown in 

Figure 1, this means districts that raise more than $47.65 per Tier I tax penny are subject to 

recapture.  

 

 

 

 

 

 

Figure 1. M&O tax rate with equalized wealth levels for Tier 1 and Tier 2.  
The figure assumes a district had a $1.50 tax rate in 2005 and now has a compressed tax rate of 
$1.00. The equalized wealth levels shown are for the 2009–2010 school year. In Tier 1 funding, 
M&O tax rates range from zero to one dollar with the equalized wealth level in 2009 set at 
$47.65. Maintenance and operations taxes are guaranteed by the state to raise $47.65 per student 
per penny of tax effort. The state recaptures the excess revenue districts generate beyond the 
equalized wealth level of $47.65 per student per penny. In Tier 2 funding, between $1.00 and 
$1.06 tax rate, districts are guaranteed to raise $59.02 in 2009 per student per penny of tax effort. 
Districts are allowed to keep all revenue for these six pennies which are called golden pennies. In 
Tier 2 funding, between $1.07 and $1.17, districts are guaranteed $31.95 in 2009 per student per 
penny of tax effort. The state recaptures the excess revenue districts generate beyond the 
equalized wealth level of $31.95. Adapted from the Texas Association of School Boards, 2010, 
and Texas Education Agency, 2011. 

 
Wealth reduction or recapture does not apply to the first six cents above $1.00 M&O tax 

rate in Tier II. However, recapture does apply to the seventh through 17th pennies in Tier II. 

Districts with a property wealth per WADA above $319,500 will pay recapture on each penny 

above six cents in Tier II.  Illustrated in Figure 1, Chapter 41 districts may only retain a total 

yield of $31.95 per WADA per penny of effort for the last 11 cents in Tier II (Texas Association 

of School Boards, 2010).  The Tier II equalized wealth level of $319,500 or $31.95 yield per 

penny is set by state statute. According to TASB (2010), “the interplay of recapture provisions 
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and the target revenue results in some districts with recapture requirements that are actually less 

than the state aid they receive in order to maintain target revenue” (p. 23).  Because of the hold 

harmless provisions of HB 1 (2006), some school districts qualified to receive more Additional 

State Aid for Tax Reduction (ASATR) funding than was owed for recapture. 

State Funding After 2006 

Texas public schools are funded by three revenue sources, including local funds, state 

funds, and federal funds. Local funds are primarily property tax revenues collected from local 

school district property owners.  State funds include the Available School Fund (ASF), the 

Permanent School Fund (PSF), the General Revenue Fund (GRF) through the Foundation School 

Fund (FSF), and collections from other fees like the state lottery and recapture payments from 

Chapter 41 wealthy school districts.  Federal funds are provided for specific programs that target 

disadvantaged populations and may not supplant local or state funding.  Programs that benefit 

from federal funds include special education, free/reduced lunch, and drug-free programs.  Table 

4 shows the total funding from all three sources and the percentage from each source. 

Table 4 

Texas Education Funding by Source 

  2000–
2001 

2001–
2002 

2002–
2003 

2003–
2004 

2004–
2005 

2005–
2006 

2006–
2007 

2007–
2008 

2008–
2009 

2009-
2010 

Total 
Revenues  
(in billions) $27.8 $29.0 $33.1 $34.5 $36.1 $39.0 $42.3 $44.5 $46.1 $48.7 
Local 55% 57% 51% 52% 54% 55% 53% 46% 48% 47% 
State 41% 40% 40% 38% 35% 33% 37% 44% 42% 41% 
Federal 3% 3% 9% 10% 11% 11% 10% 9% 10% 12% 

Note: Excludes Charter Schools; Adapted from Texas Education Agency Snapshot Data, 
Retrieved from http://ritter.tea.state.tx.us/perfreport/snapshot/ 
 

Before the target revenue system, in 2005-2006, school district funding averaged 55% 

from local sources, 33% from the state, and 11% from federal funding. The state’s share 
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gradually increased after 2005–2006 as a result of House Bill 1 (2006).  As local property tax 

rates decreased from $1.50 to $1.00 per $100 of assessed value, the state legislature committed to 

make up the difference of lost local revenue with state aid.  Table 5 shows in 2005 a statewide 

average of $1.4567 per $100 of assessed value in school district maintenance and operation 

(M&O) tax rates.  After a two-year phase-in of tax reductions from House Bill 1 (2006), the 

M&O tax rate decreased to a statewide average of $1.0521 per $100 of assessed value by 2008. 

The result required the state to makeup a statewide average of 40.5 cents per $100 of assessed 

value from other taxes.  In order to help meet this obligation, the State of Texas froze each 

school district to the amount of revenue per-student the district had for the 2005–2006 school 

year, or would have had in the 2006–2007 school year. 

Table 5 

History of Maintenance and Operations (M&O) Tax Rate  

Year of property value 
assessment 2005 2006 2007 2008 2009 2010 
# Districts at M&O 
statutory maximum 

556 9 97 146 181 217 
# Districts with rollback 
or TRE elections 17 15 120 117 47 69 
# Districts with 
successful TREs 15 14 94 71 29 55 
# Districts below $1.00 

5 6 98 67 57 52 
M&O rate (average) 

1.4567 1.3225 1.4179 1.0521 1.0570 1.0642 
I&S rate (average) 

0.1117 0.1185 0.1456 0.1575 0.1645 0.1702 
Total rate (average) 1.5684 1.441 1.5635 1.2096 1.2215 1.2344 

Note: Adapted from Texas Education Agency, Retrieved from http://www.tea.state.tx.us/ 
WorkArea/linkit.aspx?LinkIdentifier=id&ItemID=2147499386&libID=2147499383 

 
Between 2001 and 2005, school districts were able to increase their local tax rates to fund 

rising inflationary costs, state-required mandates, and additions and enhancements to 

instructional programs.  During this five-year period, the statewide average M&O tax rate 
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increased from $1.3844 to $1.4567 per $100 of property value.  In 2001, there were 190 school 

districts with the maximum M&O tax rate of $1.50.  By the end of 2005, the number grew to 556 

at the maximum M&O tax rate.  Although statewide property values were increasing during this 

time period, the additional property tax revenue from the increased values was not enough to 

keep up with the rising cost of operations.  These cost increases included expenses such as 

teacher pay raises, fuel, utilities, insurance, technology equipment, and instructional programs. 

Tier I Funding 

Prior to the target revenue system, local school district revenue would fluctuate based on 

changes to district characteristics, such as local property values, student enrollment, district size, 

and remoteness.  In addition to these characteristics, weighted pupil funding provided categorical 

aid for students in special programs or with different learning needs.  The local school district 

characteristics and weighted funding were captured within the school finance formulas and 

yielded the district’s basic program funding (also called Tier I funding).  The evolution of these 

formulas by 2006 had become increasingly complex mechanisms for calculating a school 

district’s local fund assignment and state aid.  

Each school district would start with the legislative set basic allotment ($2,537 for 2005–

2006) and increase it for the cost of education index (CEI) adjustment, small or midsize 

adjustment, and sparsity adjustment.  The result from these adjustments yielded the adjusted 

allotment. The adjusted allotment was then multiplied by the various instructional program 

weights and number of participating students.  The instructional program totals were summed 

together with the new instructional facilities allotment and transportation allotment to yield a 

total Tier I basic program amount.  As the basic allotment increased, the adjusted allotment 
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multiplier would increase.  As shown in Table 6, when the adjusted allotment increased, the 

program allotments increased and provided more funding for district programs. 

The local district’s share of the Tier I basic program funding was determined based on its 

property values.  The Comptroller’s Property Tax Division would determine each district’s local 

property values.  The district’s property value was then multiplied by a statutory rate of $0.0086 

to determine the local district’s share of the Tier I basic program funding.  The difference 

between the local district’s share and the total Tier I funding level was the state’s share.  If a 

school district was able to generate enough tax revenue to fund the Tier I basic program, then 

they would not receive state aid.  Likewise, if a district generated more revenue than was 

required to fund the Tier I basic program, then these districts were subject to Chapter 41 wealth 

equalization restrictions. 

Table 6 

Tier I Calculation Comparison Before and After 2006 

Prior to House Bill 1 (2006) 
 

After House Bill 1 (2006) 
"Target Revenue" 

   Regular Ed. ADA  × AA × 1 
 

  "Greater of" Amount × WADA 
+ Special Ed. FTEs  × AA × Various Weights 

 
+ Salary Allotment 

+ Career Tech Ed. FTEs  × AA × 1.35 
 

+ High School Allotment 
+ Bilingual Ed. ADA  × AA × 0.10 

  + Comp Ed. Enroll × AA × 0.20 
  + Pregnant FTEs  × AA × 2.41 
  + GT Ed. Enroll × AA × 0.12 
  + Public Ed. Grant Allotment 
  + New Instructional Facilities Allotment 
  + Transportation Allotment 
  Total Cost of Tier I 
 

Total Cost of Tier I 
 

After the passage of House Bill 1 (2006) the basic allotment no longer impacted the 

calculation or level of Tier I funding. House Bill 1 (2006) froze and held each district harmless to 

its revenue per WADA from the greater of the following: 
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• 2005–2006 State/Local Revenue per WADA; or 

• 2006–2007 State/Local Revenue per WADA under old law and using 2005–2006 

M&O tax rate; or  

• 2006–2007 State/Local Revenue per WADA under old law and using effective M&O 

tax rate. 

Therefore, as illustrated on the right side of Table 6, the district’s “greater of” number times its 

WADA plus its salary allotment and high school allotment provided the target revenue. 

According to Catherine Clark (2010), associate executive director of governance services with 

the Texas Association of School Boards, “the targets incorporate anomalies of a particular school 

year, leaving some school districts at a disadvantage and some districts at a comparative 

advantage in subsequent school years” (p. 13).  The district’s target revenue is both its floor and 

ceiling for Tier I funding.  In short, the district is guaranteed the amount of target revenue 

regardless of its local fund assignment or changes in district characteristics.  If the district 

generates more revenue locally, then its additional state aid for tax reduction decreases; 

similarly, if the district generates less revenue locally, its additional state aid for tax reduction 

increases.  

By 2006, the Tier I formulas were out of date.  The transportation allotment had not been 

updated since it was established in 1984.  The cost of education index (CEI) used in the adjusted 

allotment calculation was over 15 years old.  The CEI was originally intended to account for the 

cost variations beyond district control.  “The CEI assigned to a school district was based mainly 

on the size of the district, the teacher salaries of neighboring districts, and the percentage of low-

income students in the district in 1989–1990” (Texas Education Agency, 2011, p. 10).  

According to report prepared for the Texas Senate:  
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The Cost of Education Index (CEI) is the mechanism that Texas uses to adjust its school 
finance formula to compensate for uncontrollable variations in labor cost. The CEI 
increases the amount of state aid received by school districts in high cost areas and 
reduces the amount of local revenue redistributed among districts through recapture. It 
affects not only the basic allocation to districts under Tier I of the Foundation School 
Program, but also the calculation of weighted average daily attendance (WADA) for Tier 
II. The CEI ranges from 1.02 to 1.20, and every school district receives some adjustment 
under the formula to compensate for uncontrollable variations in the costs of education. 
(Taylor, 2010, p. 1) 
 

Districts that were once rural in the 80s were still being funded as such by the CEI even if the 

district was now a booming suburb.  For example, over the last 20 years, Frisco ISD has grown 

from less than 1,300 students when the CEI was established to more than 30,000 students in 

2010.  The legislature had the CEI studied for updates in 2000 by the Charles A. Dana Center 

and again in 2004 by Lori L. Taylor, Texas A&M University, but never adopted the changes. 

 Following 2006, the outdated adjustments and allotments were no longer significant to a 

district’s funding.  Formula funding in essence became obsolete with the passage of House Bill 1 

(2006) when district revenue was frozen.  The only options school districts had to increase 

revenue was voter-approved tax ratification elections for up to $1.17 or increased student 

enrollment.  The passage of House Bill 1 (2006) stripped local school boards of the authority to 

raise local taxes to meet rising costs.  Prior to 2006, school boards had the latitude to tax above 

the minimum $0.86 rate up to a state set maximum of $1.50. Following 2006, boards only had 

the leeway to tax up to $1.04. In order to increased taxes up to $1.17, the newly lowered 

maximum state set tax rate, required a majority vote from the community. According to Clark 

(2010), under the target revenue system school districts had the following ways to increase 

revenue to fund operations: 

• Districts may ask local voters to ratify a board-approved tax rate increase for 
enrichment taxes above the compressed tax rate. 

• If enrollment increases, a district will receive greater total revenue because both 
target revenue and formula funding are based on weighted student attendance. But 

63 



 

enrollment increases do not affect the amount districts receive per student; thus, 
districts will continue to serve new and existing students at out-of-date revenue 
levels. (Districts with declining enrollments will experience a reduction in their total 
revenue.) 

• Districts can apply for state or federal program grants, but grant funds must be spent 
for purposes specified in the grant and not for other district needs. 

• Educators and board members may ask the legislature for increased state funding to 
help districts cover rising operating costs such as higher insurance premiums, cost of 
living adjustments for auxiliary staff, fuel, technology, and so forth. (Clark, 2010, p. 
13) 

 
Tier II Funding 
 
 Known as the guaranteed yield level, Tier II funding is provided to supplement the basic 

program Tier I funding.  Tier II provides a guaranteed level of funding per penny of tax effort 

above the local fund assignment. Prior to House Bill 1 (2006), school districts were guaranteed 

$27.14 per WADA for each penny of M&O tax above 86 cents and up to the maximum tax effort 

of $1.50. If a district was not able to raise the full $27.14 per WADA for each M&O penny 

locally, the state would guarantee and provide the additional funding needed to equal $27.14 per 

WADA for each penny of effort.  Districts that were able to generate $27.14 or more per WADA 

locally were allowed to keep up to $30.50 per WADA without wealth reduction restrictions. 

Those districts that were able to raise more than $30.50 per WADA were subject to wealth 

sharing or equalization provisions.  

 Following the passage of House Bill 1 (2006), Tier II was modified to provide two levels 

of guaranteed yield funding.  The first level of guaranteed yield only applied to the first six cents 

above the district’s compressed tax rate.  If a school district chose to tax above its compressed 

tax rate, the state guaranteed a yield equal to Austin ISD’s property wealth per-student.  For the 

2009–2010 school year, the Tier II guaranteed yield for the six pennies above the district’s 

compressed tax rate was $59.02 per WADA.  If a district was able to generate more than Austin 
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ISD’s property wealth per-student, the district was allowed to retain 100% of the revenue 

without wealth reduction restrictions.  

These pennies are sometimes called golden pennies because they are the pennies of tax 
effort for which a district is able to generate the highest level of enrichment funding. 
Most school districts can access four of the six pennies at the discretion of the local 
school board. Because of restrictions in the Texas Tax Code, access to the fifth and sixth 
pennies or enrichment usually requires voter approval. (Texas Education Agency, 2011, 
p. 21) 
 
The second level of guaranteed yield applied to the pennies of tax effort above a district’s 

compressed tax rate plus six cents, and up to the maximum tax effort of $1.17.  The amount of 

guaranteed yield for the second level is set by statute at $31.95 per WADA.  These pennies are 

“sometimes called copper pennies because they generate a lower level of enrichment funding 

than the golden pennies do” (Texas Education Agency, 2011, p. 21).  Access to the second level 

of guaranteed yield would typically require voter approval.  Additionally, if a district generated 

more than $31.95 per WADA for these pennies of tax effort, they were subject to recapture or 

wealth reduction provisions. 

Summary 

Historically, Texas public school education funding has been a continual policy 

development process by the Texas Legislature.  Over the last 40 years, substantive legislative 

funding changes have occurred only as a result of judicial directives.  The process during this 

time period would indicate the necessity for citizens and school districts to seek education 

funding relief from the state’s courts and not through elections and democratic pressure.  The 

repeating pattern for court-mandated changes to the Texas public education funding system may 

never end, provided the funding system is married to local property values.  The Texas education 

funding system is primarily founded on the values of land and the tolerance of property owners 
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to be taxed.  Unfortunately, in a large, diverse state like Texas, this type of funding system may 

never adequately fund and equitably distribute resources to each child. 
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CHAPTER 3 

METHODOLOGY 

Several changes to school funding were made by the 79th Texas Legislature third-called 

special session in 2006. Forced by the courts, the legislature was required to fix the Texas school 

finance system because of a de facto statewide property tax it had created by capping school 

district’s M&O tax rate at $1.50. Texas Governor Rick Perry used this opportunity to implement 

the Perry Tax Plan which called for reducing school district maintenance and operations taxes by 

one-third. In the third-called special session in 2006, the legislature passed House Bill 1, the 

Public School Finance and Property Tax Relief Act. The new law called for the compression of 

the school districts’ 2005 M&O tax rate by 88.67% for the 2006–2007 school year and by 

66.67% for the 2007–2008 school year. For example, if a school district had a M&O tax rate of 

$1.50 in 2005, it would have been compressed to $1.00 in the 2007–2008 school year. 

Additionally, the legislation created a system called target revenue to fund school districts. The 

target revenue system, in short, froze school districts at their expenditure per-student during the 

2005–2006 school year. This research examines how the target revenue from House Bill 1 

(2006) has impacted Texas school districts within the Education Service Center Region X area. 

Specifically, the study explores how the financial resource allocations for school districts prior to 

and after HB 1 (2006) were impacted. 

Research Questions 

The following research questions guided the study: 

How have the ten lowest and ten highest target revenue public school districts within Texas 

Educational Service Center Region X been impacted by the target revenue funding system from 

House Bill 1 (2006)? 
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1. Rate of change in total district funding between 2001–2005 compared to 2006–2010 for 

the ten districts with the lowest and highest target revenue amounts 

(a) Changes in total revenue, net of recapture, per-student between 2001–2005 

compared to 2006–2010 

(b) Changes in total expenditures per-student between 2001–2005 compared to 2006–

2010 

(c) Percent change between revenue per ADA versus revenue per WADA between 

2001–2005 compared to 2006–2010 

(d) Percent of change in district fund balance between 2001–2005 compared to 2006–

2010 

2. How did the ten districts with the lowest and highest target revenue adjust expenditures 

between 2006 and 2010? 

Research Design 

 The research questions to guide the study and the limited amount of research on the topic 

infer a pre–post case study as an appropriate research strategy. Mazzoni (1991) contended that 

case studies are appropriate when trying to understand complex social processes like state 

education policymaking. Robert Yin (2009) defined a case study as an empirical inquiry 

“covering the logic of design, data collection techniques, and specific approaches to data 

analysis” (p. 18). 

The case study method is a means to accurately, factually, and systematically describe the 

characteristics of the Texas target revenue system. Yin (2009) stated, “case studies are the 

preferred method when (a) ‘how’ or ‘why’ questions are being posed, (b) the investigator has 

little control over events, and (c) the focus is on a contemporary phenomenon within a real-life 
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context” (p. 2). Additionally, utilizing a pre–post case study provides evidence on the outcomes 

of a particular policy or decision. According to Jensen and Rodgers (2001), a pre–post case study 

is longitudinal in design and assesses a policy or decision prior to and after implementation. 

Case studies have been dismissed by some in academia because of the belief that the 

studies lack rigor, provide little basis for scientific generalization, and result in lengthy 

unreadable documents (Yin, 2009). The perception that case studies lack rigor, according to Yin 

(2009), comes from careless work that did not follow systematic procedures. To overcome this 

perception, this study followed the methods and procedures as specified by Yin (2009). Next, the 

perception that case studies lack scientific generalization is misleading. Case studies, like 

experimentation, are generalizable to theoretical propositions and not to larger populations. 

Finally, case studies do not have to be lengthy, unreadable documents. The length of a case study 

report can be shortened without losing quality by utilizing an alternative question and answer 

reporting method over the traditional narrative. This case study set out to use this alternative 

method of reporting.  

Other research approaches were considered, such as survey and historical methods; 

however, the pre–post case study provided the best approach for the nature of the inquiry and 

methodological clarity:   

The case study relies on many of the same techniques as a history, but it adds two sources 
of evidence not usually included in the historian’s repertoire: direct observation of the 
events being studied and interviews of the persons involved in the events. (Yin, 2009, p. 
11) 
 
Although case studies and histories can overlap, case studies better lend themselves to the 

examination of a larger body of evidence, including documents and discussions with key 

informants. 
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Data Collection 

The research questions were investigated through the triangulation of data obtained from 

official documents, archival records, and key informants. Official documentation provides for the 

historical examination of a school district’s decisions, officials involved, and the chronology of 

actions (Murphy, 1980). For this study, official documents included legislative bills and 

proceedings, district board minutes, journal articles, newspaper accounts, and staff 

correspondence. These documents were used to help construct a chronology of events, provide 

background information, provide descriptive contextual accounts of events, and identify an 

informant pool (Murphy, 1980). The archival records that were used for this study include the 

Texas Education Agency’s (TEA) Public Education Information Management System (PEIMS) 

data and TEA and school district budget reports. The archival records helped to provide 

additional background information and allowed for extensive quantitative analysis.  Key 

informants were used to verify or cross-check collected data, provide additional information or 

clarification, and identify new data sources.  Key informants included superintendents, chief 

financial officers, and business managers from the school districts included in the study. 

The purpose of this case study is to examine the impact of the target revenue funding 

system on school districts within the north central Texas region. Utilizing the pre–post case study 

approach, the study examines the impact House Bill 1 (2006) has had on school districts. The 80 

public school districts in Region X were rank ordered by the district’s target revenue amount. 

Using the ten school districts with the highest and lowest target revenues within the study area as 

a unit of analysis, the study begins with an in-depth, unit-by-unit examination. Each of the 20 

school districts were isolated and studied within its own context. Additionally, a comparative 

review of the individual districts was used to establish an overall regional representation.  
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Participants 

According to the Texas Education Agency (TEA), there are 1,030 school districts in 

Texas responsible for educating over 4.7 million students. The state is segmented into regional 

education service centers. There are 20 total regional education service centers that service and 

support the local school districts. This study focuses on the districts within the Region X service 

area. Region X covers a diverse group of school districts and students. The region encompasses 

the counties of Collin, Dallas, Ellis, Fannin, Grayson, Hunt, Kaufman, Rockwall, and a part of 

Van Zandt. Within Region X there are rural, suburban, and inner-city school districts serving 

more than 750,000 diverse students in 80 public school districts. The Region X service area 

represents approximately 8% of Texas school districts and around 15% of the Texas student 

population. 

Validity 

There are four commonly used tests to establish the validity of any empirical social 

research, according to Yin (2009). These tests include construct validity, internal validity, 

external validity, and reliability. First, Yin (2009) described construct validity as “identifying 

correct operational measures for the concepts being studied” (p.40). Construct validity is 

increased by using three tactics. First, by collecting multiple sources of evidence, the same fact 

or phenomenon can be corroborated through data triangulation. Second, establishing a chain of 

evidence allows the reader to follow the evidence from the research questions to the study’s 

conclusions. Third, key informants are used to verify data and to substantiate essential facts and 

evidence presented. 

Second, internal validity, according to Yin (2009), seeks “to establish a causal 

relationship, whereby certain conditions are believed to lead to other conditions, as distinguished 
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from spurious relationships” (p. 40). Internal validity is strengthened by using a pattern-matching 

logic among the individual school district’s data. This study analyzed each school district for a 

predicted pattern of revenue and expenditures, and then averaged their data for a regional 

representation. 

Third, external validity is “defining the domain to which a study’s findings can be 

generalized” (Yin, 2009, p. 40). Case studies rely on analytic generalization rather than statistical 

generalization. In analytical generalization, Yin (2009) explained, “the investigator is striving to 

generalize a particular set of results to some broader theory” (p. 43). For the purpose of this 

study, the broader theoretical proposition is that the freezing of school district funding will have 

a negative impact on the district’s ability to offer services following the freeze. The findings of 

this study are generalizable to other school districts in Texas situated similarly to those used in 

the study. 

The fourth validity test is reliability. Yin (2009) defined reliability as, “demonstrating 

that the operations of a study—such as the data collection procedures—can be repeated, with the 

same results” (p. 40). This case study utilized two techniques to increase the study’s reliability.  

First, the study followed a case study protocol to minimize errors and biases during data 

collection. The case study protocol included documenting the step-by-step data collection 

procedures to allow other investigators to repeat them exactly. Secondly, a case study database of 

the collected data was created. This technique will allow other investigators to evaluate the data 

directly and not be limited to the study’s written report. 

Data Analysis 

 Data analysis includes examining, categorizing, and testing evidence to draw empirically 

based conclusions (Yin, 2009). Two analytic strategies were used in this study to define priorities 
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for what to analyze and why. First, the study relied on the preferred strategy for case studies 

called theoretical proposition. The study focuses on how freezing school district funding will 

impact the district’s ability to offer services following the implementation of the funding freeze. 

The proposition helps to organize the case study and define alternative explanations that need to 

be examined and clarified. 

The second analytic strategy the study employed is the use of both qualitative and 

quantitative data. Case studies can make use of both qualitative and quantitative data at the same 

time to better understand a phenomenon. Yin (2009) stated, “if these data are subjected to 

statistical analyses at the same time that qualitative data nevertheless remain central to the entire 

case study, you will have successfully followed a strong analytic strategy” (p. 132). Keeping 

with the qualitative tradition, a case study is empirical and disciplined and can accommodate the 

complexity of school finance and its impact on districts; whereas the quantitative research 

tradition can explain and summarize results numerically and quantify relationships. Utilizing 

both quantitative and qualitative data, a case study can statistically and mathematically describe 

while at the same time enhance data with hidden meanings and complex descriptions. 

Additionally, the study employed an analytic technique called cross-unit synthesis. The 

cross-unit synthesis uses quantitative data collected on each school district and maps the data to 

predetermined categories for analysis. This analytic technique helps to identify different 

groupings of school districts that appear to share similarities and any possible outliers. These 

observations can lead to the further subgrouping or categorizing of districts for deeper analysis. 

Outlying districts that do not conform to the predetermined categories are reevaluated for 

explainable differences. Quantitative data collected on each district five years before and five 

years after the implementation of the target revenue policy provided the basis for the cross-unit 

73 



 

synthesis. This data was used to answer the research questions regarding changes in total district 

funding, total revenue, total expenditures, revenue per-student, and district fund balance. 

Collectively, the data helped to determine the impact that target revenue funding has had on the 

districts and how the districts have adjusted. 

Summary 

 School districts across the state had to adjust spending for rising costs in areas like 

utilities, transportation, and wages. However, in 2006, districts were frozen to the expenditure 

per-student they had during the 2005–2006 school year. This study used the pre–post case study 

research method to determine how these school districts were impacted by this change. The 

study treated each district as a separate unit of analysis. Data collection about each school district 

between 2001 and 2006 formed an understanding of the districts’ overall financial and 

operational condition prior to the implementation of target revenue. Additionally, data collection 

about the same districts between 2006 and 2010 measured and delineated the districts’ condition 

following the establishment of target revenue. The data analysis used the theoretical proposition 

that freezing school district funding negatively impacts the district’s ability to offer services 

following the funding freeze.  
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CHAPTER 4 

RESULTS 

Introduction 

 The purpose of this pre–post case study is to examine how target revenue funding from 

House Bill 1 (2006) has impacted the school districts within the Education Service Center 

Region X area. All 80 school districts within Region X were ordered by their frozen target 

revenue. The ten school districts with the highest and lowest target revenues were used in the 

study as a unit of analysis. Each of the 20 districts was isolated and examined, unit by unit, 

within its own context. Demographic and financial data are presented on each of the districts 

studied. 

 Data collection included obtaining official documents and archival records of the 20 

school districts examined. The official documents collected included individual district board 

meeting minutes and annual district financial audit reports to the board. Archival records 

included data from the Texas Education Agency’s (TEA) Public Education Information 

Management System (PEIMS) and TEA’s Snapshot School District Profiles. TEA’s PEIMS data 

encompasses the data districts are required to report to TEA throughout the year including 

demographic, academic performance, personnel, financial, and organizational information. 

TEA’s Snapshot data includes district budgets, property values, and actual revenues and 

expenditure information.  

Region X 

 Target revenue amounts were compiled for every public school district in the state of 

Texas. The list was then reduced to the 80 school districts within the Region X service area and 
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ordered by the district’s target revenue amount. Table 7 shows the results of the rank-ordered list 

of districts in Region X by target revenue. 

Table 7 

Region X Independent School Districts by Target Revenue, Descending Order 

Rank District Target Rank District Target 
1 Prosper  $    7,194  41 Crandall  $    4,712  
2 Lovejoy  $    7,170  42 Bells  $    4,709  
3 Sunnyvale  $    5,972  43 Irving  $    4,707  
4 Rockwall  $    5,763  44 Kemp  $    4,707  
5 Highland Park  $    5,624  45 Maypearl  $    4,706  
6 McKinney  $    5,470  46 Princeton  $    4,697  
7 Frisco  $    5,454  47 Van Alstyne  $    4,697  
8 Coppell  $    5,434  48 Farmersville  $    4,696  
9 Plano  $    5,415  49 Duncanville  $    4,690  
10 Pottsboro  $    5,382  50 Desoto  $    4,687  
11 Carrollton-Farmers Branch  $    5,317  51 Denison  $    4,680  
12 Tioga  $    5,278  52 Tom Bean  $    4,661  
13 Midlothian  $    5,260  53 Greenville  $    4,656  
14 Dallas  $    5,249  54 Garland  $    4,652  
15 Melissa  $    5,230  55 Grand Prairie  $    4,643  
16 Anna  $    5,209  56 Ferris  $    4,641  
17 Waxahachie  $    5,201  57 Celeste  $    4,634  
18 Allen  $    5,171  58 Kaufman  $    4,627  
19 Celina  $    5,092  59 Bonham  $    4,627  
20 Royse City  $    5,086  60 Trenton  $    4,625  
21 Richardson  $    5,028  61 Palmer  $    4,617  
22 Forney  $    4,995  62 Ector  $    4,602  
23 Wylie  $    4,984  63 Mesquite  $    4,582  
24 S and S Consolidated  $    4,970  64 Howe  $    4,576  
25 Cedar Hill  $    4,859  65 Sam Rayburn  $    4,569  
26 Milford  $    4,859  66 Campbell  $    4,569  
27 Gunter  $    4,856  67 Blue Ridge  $    4,567  
28 Community  $    4,855  68 Bland  $    4,567  
29 Canton  $    4,801  69 Leonard  $    4,558  
30 Lone Oak  $    4,788  70 Italy  $    4,556  
31 Sherman  $    4,788  71 Savoy  $    4,554  
32 Terrell  $    4,782  72 Whitewright  $    4,552  
33 Whitesboro  $    4,776  73 Quinlan  $    4,538  
 (table continues) 
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Table 7 (continued). 

Rank District Target Rank District Target 
34 Lancaster  $    4,763  74 Dodd City  $    4,536  
35 Red Oak  $    4,761  75 Honey Grove  $    4,533  
36 Ennis  $    4,744  76 Wolfe City  $    4,510  
37 Caddo Mills  $    4,739  77 Commerce  $    4,509  
38 Mabank  $    4,724  78 Scurry-Rosser  $    4,492  
39 Collinsville  $    4,714  79 Boles  $    4,488  
40 Wills Point  $    4,713  80 Avalon  $    4,356  
 
The ten districts with the lowest and the ten districts with the highest target revenue amounts are 

presented alphabetically in Table 8, and in detail within the next section.  

Table 8 

Ten Lowest and Ten Highest Target Revenue Region X Independent School Districts, 

Alphabetically Order 

Rank District Target Rank District Target 
80 Avalon  $    4,356  9 Plano  $    5,415  
79 Boles  $    4,488  10 Pottsboro  $    5,382  
77 Commerce  $    4,509  1 Prosper  $    7,194  
8 Coppell  $    5,434  73 Quinlan  $    4,538 
74 Dodd City  $    4,536  4 Rockwall  $    5,763  
7 Frisco  $    5,454  71 Savoy  $    4,554  
5 Highland Park  $    5,624  78 Scurry-Rosser  $    4,492  
75 Honey Grove  $    4,533  3 Sunnyvale  $    5,972  
2 Lovejoy  $    7,170  72 Whitewright  $    4,552  
6 McKinney  $    5,470  76 Wolfe City  $    4,510  

 

Avalon Independent School District 

Avalon Independent School District’s target revenue amount was $4,356 following HB 1 

(2006). This amount ranked 80th or last within Region X and 996th out of 1,030 school districts 

in the state. Avalon ISD is located at the south central edge of Ellis County. The district covers 

46.21 square miles and is bordered by Waxahachie ISD to the northwest, Ennis ISD to the 
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northeast, Blooming Grove ISD to the southeast, and Italy ISD to the southwest. Currently, 

Avalon ISD is a K–12 school district with one campus. The district was academically 

unacceptable for two years (2001 and 2002), academically acceptable for two years (2003 and 

2004), and recognized for the past six years (2005 through 2010).  

During the study period, the district had grown from 240 students in the 2001–2002 

school year to 320 in the 2010–2011 school year, showing an average annual growth rate of 

2.92%. The student body has historically been comprised of 57% white, 41% Hispanic, 1% 

African American, and 1% other. Avalon ISD’s economically disadvantaged population has 

averaged 65% during the study period. The district has averaged an attendance rate of 95.6% and 

has a four-year student dropout rate of 1.32%. The average teacher salary during the study period 

ranged from $35,992 in 2005 to $43,107 in 2009, with an average turnover rate of approximately 

18%. Avalon ISD averaged around 13 students per teacher during this ten-year period.  

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.34. Following HB 1 (2006) and the required tax compression, Avalon increased its 2006–

2007 tax rate by four cents as allowed by law for local enrichment funds. The district held a 

successful Tax Ratification Election in October 2008. The district’s voters approved by 82% to 

increase the maintenance and operations tax rate by the maximum-allowed 13 cents, for a total 

tax rate of $1.17. Superintendent of schools for Avalon ISD, Dr. David Del Bosque, reported that 

while no specific items had been identified for elimination if the district’s tax ratification election 

had failed, the possibility of eliminating a major enrichment program such as the afterschool 

program would have been an option. 

The Interest and Sinking tax rate had averaged around seven cents per year. The total 

general fund revenue had grown from $1,698,421 in 2001–2002 to $3,061,589 in 2010–2011 or 
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approximately 6% annually. Of that amount, 18% had historically been generated from local tax 

assessments and 82% from state contributions. Between the 2001 and 2005 school years, the 

district’s general fund revenue grew on average 1.47% per year and 1.81% per enrolled student 

per year. On average, from 2001 to 2005, 19% of district revenue was generated locally and 81% 

from the state. Whereas, between the 2006 and 2010 school years, the general fund revenue grew 

on average 8.72% per year and 3.21% per enrolled student per year. From 2006 to 2010, the 

district’s revenue averaged 16% from local sources and 84% from the state. Dr. Del Bosque 

reported that Avalon was fortunate to have had increased enrollment between 2006 and 2011 to 

generate additional revenue. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $1,772,754 in 2001–2002 to $2,830,621 in 2010–2011, averaging a 4.7% increase annually. 

Between the 2001 and 2005 school years, the district’s expenditures grew on average 2.29% per 

year and 2.62% per enrolled student per year. However, between the 2006 and 2010 school 

years, expenditures grew on average 7.69% per year and 2.19% per enrolled student per year. 

The district’s expenditures exceeded its revenue between 2001 to 2005, causing the 

depletion of the district’s fund balance. In 2001–2002, the district’s fund balance had grown to 

$1,023,644, which was 60.3% of revenue and 57.7% or expenditures. By the end of 2005–2006 

the district had a negative fund balance of $40,111. The district averaged a 57.51% annual fund 

balance decline between 2001 to 2005. Between 2006 to 2010, the district was able to rebuild its 

fund balance, and by the end of 2010–2011, Avalon had grown its fund balance to $823,773, 

which was 26.9% of revenue and 29.1% of expenditures. 

According to Dr. Del Bosque, target revenue has prevented any growth of enrichment 

programs or additional teacher salary increases. It has also delayed any plans for upgrading 
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school vehicles or school facilities. Target revenue has also prevented the district from upgrading 

its salary scale to be more competitive with neighboring larger districts.  

Boles Independent School District 

 Boles Independent School District’s target revenue amount was $4,488 following HB 1 

(2006). This amount ranked 79th within Region X and 931st out of 1,030 school districts in the 

state. Boles ISD is located in the south central part of Hunt County. The district covers 8.5 

square miles and is encapsulated by Quinlan ISD. Currently, Boles ISD is a K–12 school district 

with one elementary, one middle school, and one high school campus that served 530 students. 

The district was academically recognized every year during the study period except between 

2003–2005 when it was academically acceptable.  

During the study period, the district grew from 488 students in the 2001–2002 school 

year to 530 in the 2010–2011 school year or an average annual growth rate of 0.83%. The 

student body has historically been comprised of 85.7% white, 7.6% Hispanic, 2.7% African 

American, and 4% other. Boles ISD’s economically disadvantaged population averaged 44.7% 

during the study period. The district has averaged an attendance rate of 96.2% and has a four-

year student dropout rate of 1.48%. The average teacher salary during the study period ranged 

from $31,117 in 2001 to $40,191 in 2009 with an average turnover rate of approximately 17%. 

Boles ISD averaged around 11 students per teacher during this ten-year period.  

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.31, and following HB 1 (2006) and the required tax compression, Boles increased its 2006–

2007 tax rate by four cents as allowed for local enrichment funds. The district held a successful 

Tax Ratification Election in October 2007 and increased its maintenance and operations tax by 
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the maximum allowed 13 cents with 90% voter approval. The Interest and Sinking tax rate has 

averaged around 17 cents during the ten-year period.  

The total general fund revenue had grown from $3,848,850 in 2001–2002 to $5,632,654 

in 2010–2011 or approximately 4% annually. Of that amount, 7% has historically been generated 

from local tax assessments and 93% from state contributions. Between the 2001 and 2005 school 

years, the district’s general fund revenue had a slight decline of 0.10% per year and negative 

1.14% per enrolled student per year. On average, from 2001 to 2005, 9% of district revenue was 

generated locally and 91% from the state. Whereas, between the 2006 and 2010 school years, the 

general fund revenue grew on average 6.12% per year and 5.23% per enrolled student per year. 

From 2006 to 2010, the district’s revenue averaged 4% from local sources and 96% from the 

state. According to Dr. Graham Sweeney, Boles ISD superintendent of schools, in order to cope 

with the funding freeze from target revenue, the district froze staff salaries and downsized its 

staff. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $3,842,710 in 2001–2002 to $5,272,108 in 2010–2011 averaging a 3.2% increase annually. 

Between the 2001 and 2005 school years, the district’s expenditures declined on average 0.24% 

per year and 0.96% per enrolled student per year. However, between the 2006 and 2010 school 

years, expenditures grew on average 4.04% per year and 2.87% per enrolled student per year. 

Boles ISD’s fund balance remained around 10% of, or below its annual revenue and 

averaged 3% its annual expenditures during the study time frame. The district dropped to a 

negative fund balance in 2002–2003 and 2006–2007. In 2001–2002, the district’s fund balance 

had grown to $65,658, which was 1.7% of both yearly revenue and expenditures. By the end of 

2005–2006 the district had a fund balance of $242,436, which was 6.3% of revenue and 6.4% of 

81 



 

expenditures. The district averaged a 3.24% annual fund balance decline between 2001 to 2005, 

and between 2006 to 2010, the district was able to rebuild its fund balance on average by 

154.54% annually. By the end of 2010–2011, Boles had grown its fund balance to $579,889, 

which was 10.3% of revenue and 11% of expenditures. 

Commerce Independent School District 

Commerce Independent School District’s target revenue amount was $4,509 following 

HB 1 (2006). This amount ranked 77th within Region X and 915th out of 1,030 school districts in 

the state. Commerce ISD is located in the northeast part of Hunt County. The district covers 

114.7 square miles and is bordered by Fannindel ISD to the north, Cooper ISD to the east, 

Greenville ISD and Campbell ISD to the south, and Wolfe City ISD to the west. Currently, 

Commerce ISD is a K–12 school district with two elementary schools, one middle school, and 

one high school. The district was academically acceptable every year during the study period 

except for 2001–2002 and 2005–2006 when it was academically recognized.  

During the study period, the district enrollment fluctuated from 1,783 students in 2001–

2002, peaked at 1,828 students in 2004–2005, and decreased to 1,593 students in 2010–2011 

school year. The average annual student enrollment growth rate during the study was -1.13%. 

The student body has historically been comprised of 60.1% white, 13.3% Hispanic, 23% African 

American, and 3.8% other. Commerce ISD’s economically disadvantaged population averaged 

61.35% during the study period. The district has averaged an attendance rate of 95.67%, and has 

a four-year student dropout rate of 1.58%. The average teacher salary during the study period has 

ranged from $34,816 in 2001 to $44,370 in 2009 with an average turnover rate of approximately 

22%. Commerce ISD averaged around 14 students per teacher during this ten-year period.  
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Prior to HB 1 (2006), the district had an average maintenance and operation tax rate of 

$1.48. Following HB 1 (2006) and the required tax compression, Commerce increased its 2006–

2007 tax rate by four cents as allowed for local enrichment funds. The district held a successful 

Tax Ratification Election in 2010 and increased its maintenance and operations tax by the 

maximum allowed 13 cents. The Interest and Sinking tax rate averaged around 27 cents during 

the ten-year period.  

The total general fund revenue grew from $10,561,819 in 2001–2002 to $13,004,794 in 

2010–2011 or approximately 2.1% annually. Of that amount, 42% has historically been 

generated from local tax assessments and 58% from state contributions. Between the 2001 and 

2005 school years, the district’s general fund revenue grew on average 2.11% per year and 

2.93% per enrolled student per year. On average, from 2001 to 2005, 40% of district revenue was 

generated locally and 60% from the state. Between the 2006 and 2010 school years, the general 

fund revenue grew on average 1.60% per year and 2.65% per enrolled student per year. From 

2006 to 2010, the district’s revenue averaged 43% from local sources and 57% from the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $10,340,282 in 2001–2002 to $12,645,115 in 2010–2011 averaging a 2% increase annually. 

Between the 2001 and 2005 school years, the district’s expenditures grew on average 0.69% per 

year and 1.50% per enrolled student per year. However, between the 2006 and 2010 school 

years, expenditures grew on average 1.82% per year and 2.88% per enrolled student per year. 

Commerce ISD’s fund balance has averaged around 32.5% of its annual revenue and 

33.5% of its annual expenditures during the study time frame. In 2001–2002, the district’s fund 

balance had grown to $1,697,557, which was 16.1% of revenue and 16.4% of expenditures. By 

the end of 2005–2006 the district had a fund balance of $5,827,467, which was 49.6% of revenue 
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and 54.5% of expenditures. The district averaged a 41.32% annual fund balance increase 

between 2001 to 2005. Between 2006 to 2010, the district used some of its fund balance with an 

average decline of 18.21% annually, and by the end of 2010–2011, Commerce had a fund 

balance of $2,547,140, which was 19.6% of revenue and 20.14% of expenditures. 

Coppell Independent School District 

Coppell Independent School District’s target revenue amount was $5,434 following HB 1 

(2006). This amount ranked 8th within Region X and 207th out of 1,030 school districts in the 

state. Coppell ISD is located in the northwest corner of Dallas County and covers 25.12 square 

miles; it is bordered by Lewisville ISD to the north, Carrollton-Farmers Branch ISD to the east, 

Irving ISD to the south, and Grapevine-Colleyville ISD to the west. Currently, Coppell ISD is a 

K–12 school district with nine elementary schools, three middle schools, and two high schools 

and serves 10,190 students. The district was academically recognized every year during the study 

period except for 2009–2010 when it was academically exemplary.  

During the study period, the district grew from 9,680 students in the 2001–2002 school 

year to 10,190 in the 2010–2011 school year or an average annual growth rate of 0.51%. The 

student body has historically been comprised of 65.6% white, 10.2% Hispanic, 4.7% African 

American, and 19.7% other. Coppell ISD’s economically disadvantaged population has averaged 

6.85% during the study period. The district has averaged an attendance rate of 96.91 and has a 

four-year student dropout rate of 1.54%. The average teacher salary during the study period has 

ranged from $40,615 in 2001 to $52,132 in 2010 with an average turnover rate of approximately 

16%. Coppell ISD averaged around 14.5 students per teacher during this ten-year period.  

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.49. Following HB 1 (2006) and the required tax compression, Coppell increased its 2006–
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2007 tax rate by four cents as allowed for local enrichment funds. The district held a successful 

Tax Ratification Election in September 2010 and increased its maintenance and operations tax by 

the maximum allowed 13 cents with 59% voter approval. The district publicized the following 

reduction considerations if the TRE had failed: larger class sizes; restructuring the high school 

instructional day; impacts to future employee raises; offering fewer extra and co-curricular 

courses; and reducing or eliminating non-mandated courses, such as art, athletics, literacy, and 

music. 

The Interest and Sinking tax rate averaged around 23 cents during the ten-year period. 

The total general fund revenue grew from $54,927,620 in 2001–2002 to $81,196,198 in 2010–

2011 or approximately 4% annually. Of that amount, 82% has historically been generated from 

local tax assessments and 18% from state contributions. Between the 2001 and 2005 school 

years, the district’s general fund revenue grew on average 3.91% per year and 2.80% per 

enrolled student per year. On average, from 2001 to 2005, 89% of district revenue was generated 

locally and 11% from the state. Whereas between the 2006 and 2010 school years, the general 

fund revenue grew on average 1.85% per year and 1.33% per enrolled student per year. From 

2006 to 2010, the district’s revenue averaged 74% from local sources and 26% from the state. 

Similar to general fund revenue, total expenditures have also increased during the study 

period from $53,504,938 in 2001–2002 to $70,051,376 in 2010–2011, averaging a 2.7% increase 

annually. In addition, Coppell ISD has had to make Chapter 41 recapture payments back to the 

state. These recapture payments have averaged $30.6 million annually. Between the 2001 and 

2005 school years, the district’s expenditures grew on average 4.30% per year and 3.19% per 

enrolled student per year. However, between the 2006 and 2010 school years, expenditures grew 

on average 0.80% per year and 0.28% per enrolled student per year. 
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Between 2008 to 2011, due to the freeze in target revenue, Coppell ISD publicized that 

the district eliminated 60 positions in the district, including 22 positions at high school, 15 

positions at middle school, nine positions at elementary, and 14 other positions around the 

district. The district also shifted approximately $400,000 in qualifying expenditures from general 

funds to bond funds and reduced $1.2 million in non-instructional areas. 

Coppell ISD’s fund balance averaged around 29.8% of its annual revenue and 30.6% of 

its annual expenditures during the study time frame. In 2001–2002, the district’s fund balance 

had grown to $9,920,767, which was 18.1% of revenue and 18.5% of expenditures. By the end of 

2005–2006, the district had a fund balance of $17,838,941, which was 26.7% of revenue and 

26.9% of expenditures. The district averaged a 17.53% annual fund balance increase between 

2001 to 2005. Between 2006 to 2010, the district was able to continue to grow its fund balance 

on average 11.64% annually. By the end of 2010–2011, fund balance had grown to $37,108,394, 

which was 45.7% of revenue and 53% of expenditures.  

Dodd City Independent School District 

 Dodd City Independent School District’s target revenue amount was $4,536 following 

HB 1 (2006). This amount ranked 74th within Region X and 892nd out of 1,030 school districts in 

the state. Dodd City ISD is located in the center of Fannin County. The district covers 45.67 

square miles and is bordered by Sam Rayburn ISD to the north, Honey Grove ISD to the east, 

and Bonham ISD to the south and west. Additionally, near the south part of the district there is a 

small portion of land that is surrounded by Dodd City ISD that is part of the Bonham ISD, but 

not contiguous to Bonham ISD. Currently, Dodd City ISD is a K–12 school district that serves 

329 students. The district was academically recognized between 2001–2004, 2005–2006, and 
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2007–2008; academically acceptable in 2006–2007; and exemplary in 2004–2005 and between 

2008–2011. 

During the study period, the district had grown from 267 students in the 2001–2002 

school year to 329 in the 2010–2011 school year for an average annual growth rate of 2.11%. 

The student body has historically been comprised of 93.9% white, 2.9% Hispanic, 1.4% African 

American, and 1.8% other. Dodd City ISD’s economically disadvantaged population has 

averaged 39.6% during the study period. The district has averaged an attendance rate of 97.36% 

and has an average four-year student dropout rate of 1.32%. The average teacher salary during 

the study period has ranged from $33,375 in 2002 to $41,211 in 2009 with an average turnover 

rate of approximately 8%. Dodd City ISD averaged around 10.9 students per teacher during this 

ten-year period.  

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.40. Following HB 1 (2006) and the required tax compression, Dodd City increased its 2006–

2007 tax rate by four cents as allowed for local enrichment funds. The Interest and Sinking tax 

rate has averaged around seven cents during the ten-year period. The total general fund revenue 

has grown from $1,860,552 in 2001–2002 to $2,738,281 in 2010–2011 or approximately 4% 

annually. Of that amount, 16% has historically been generated from local tax assessments and 

84% from state contributions. Between the 2001 and 2005 school years, the district’s general 

fund revenue grew on average 4.76% per year and 2.70% per enrolled student per year. On 

average, from 2001 to 2005, 16% of district revenue was generated locally and 84% from the 

state. Whereas, between the 2006 and 2010 school years, the general fund revenue grew on 

average 2.70% per year and 0.52% per enrolled student per year. From 2006 to 2010, the 

district’s revenue averaged 15% from local sources and 85% from the state. 
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Similar to general fund revenue, total expenditures also increased during the study period 

from $1,621,680 in 2001–2002 to $2,617,256 in 2010–2011 averaging a 4.8% annual increase. 

Between the 2001 and 2005 school years, the district’s expenditures grew on average 4.45% per 

year and 2.39% per enrolled student per year. However, between the 2006 and 2010 school 

years, expenditures grew on average 2.25% per year and 0.07% per enrolled student per year. 

According to Dodd City ISD Superintendent of Schools Craig Reed, due to the frozen target 

revenue the district has reduced staff and increased class sizes. Mr. Reed explained that the 

district had an increase in enrollment averaging around ten ADA per year between 2006 and 

2011 which has helped offset more reductions. 

Dodd City ISD’s fund balance averaged around 64.1% of its annual revenue and 68.7% 

of annual expenditures during the study time frame. In 2001–2002, the district’s fund balance 

had grown to $688,613, which was 37% of revenue and 42.5% of expenditures. By the end of 

2005–2006 the district had a fund balance of $1,777,840, which was 75.2% or revenue and 87.6 

of expenditures. The district averaged a 27.11% annual fund balance increase between 2001 to 

2005. Between 2006 to 2010, the district was maintaining its fund balance growth on average by 

1.68% annually. By the end of 2010–2011, Dodd City had grown its fund balance to $1,950,743, 

which was 71.2% of revenue and 74.5% of expenditures. 

Frisco Independent School District 

 Frisco Independent School District’s target revenue amount was $5,454 following HB 1 

(2006). This amount ranked 7th within Region X and 200th out of 1,030 school districts in the 

state. Frisco ISD is located on the Denton and Collin County border. Approximately one-third of 

the district is located in Denton County and two-thirds of the district is located in Collin County. 

The district covers 75.09 square miles and is bordered by Prosper ISD to the north, McKinney 
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ISD and Allen ISD to the east, Plano ISD to the south, and Little Elm ISD to the west. Currently, 

Frisco ISD is a K–12 school district with 35 elementary schools, 13 middle schools, and six high 

schools. The district was academically recognized in 2001–2002, between 2003–2007, and in 

2008–2009; academically acceptable in 2002–2003 and 2007–2008; and exemplary between 

2009–2011. 

During the study period, the district grew from 9,291 students in the 2001–2002 school 

year to 37,043 in the 2010–2011 school year or an average annual growth rate of 14.83%. The 

student body has historically been comprised of 66.3% white, 13.7% Hispanic, 10.1% African 

American, and 10.4% other. Frisco ISD’s economically disadvantaged population averaged 

10.8% during the study period. The district averaged an attendance rate of 96.61% and has a 

four-year student dropout rate of 1.47%. The average teacher salary during the study period 

ranged from $38,694 in 2001 to $49,302 in 2010 with an average turnover rate of approximately 

14%. Frisco ISD averaged around 14 students per teacher during this ten-year period.   

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.25. Following HB 1 (2006) and the required tax compression, Frisco increased its 2006–2007 

tax rate by four cents as allowed for local enrichment funds. Because the district was below the 

state maximum allowed tax rate, Frisco increased its 2007–2008 and 2008–2009 tax rate by an 

additional four cents each year. The Interest and Sinking tax rate averaged around 33 cents 

during the ten-year period. 

The total general fund revenue grew from $63,850,348 in 2001–2002 to $295,318,922 in 

2010–2011 or approximately 15.32% annually. Of that amount, 78% has historically been 

generated from local tax assessments and 22% from state contributions. Between the 2001 and 

2005 school years, the district’s general fund revenue grew on average 15.63% per year and 

89 



 

0.53% per enrolled student per year. On average, from 2001 to 2005, 90% of district revenue was 

generated locally and 10% from the state. However, between the 2006 and 2010 school years, the 

general fund revenue grew on average 9.64% per year and 0.66% per enrolled student per year. 

From 2006 to 2010, the district’s revenue averaged 66% from local sources and 34% from the 

state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $60,051,280 in 2001–2002 to $293,331,392 in 2010–2011 averaging a 15.9% increase 

annually. Not included in the total expenditures were Frisco’s Chapter 41 recapture payments 

back to the state. These recapture payments averaged $11,629,902 annually. Between the 2001 

and 2005 school years, the district’s expenditures grew on average 16.69% per year and 1.60% 

per enrolled student per year. However, between the 2006 and 2010 school years, expenditures 

grew on average 11.27% per year and 2.30% per enrolled student per year. 

Frisco ISD’s fund balance averaged around 15.3% of its annual revenue and 15.6% of its 

annual expenditures during the study time frame. In 2001–2002, the district’s fund balance had 

grown to $13,170,483, which was 20.6% of revenue and 21.9% of expenditures. By the end of 

2005–2006, the district’s fund balance had dropped to $11,446,048, which was 8.2% of revenue 

and 8.27% of expenditures. The district averaged a 2.78% annual fund balance decline between 

2001 to 2005. Between 2006 to 2010, the district was able to rebuild its fund balance on average 

by 15.6% annually. By the end of 2010–2011, Frisco had grown its fund balance to $43,070,395, 

which was 14.6% of revenue and 14.7% of expenditures. 

Highland Park Independent School District 

 Highland Park Independent School District’s target revenue amount was $5,624 

following HB 1 (2006). This amount ranked 5th within Region X and 147th out of 1,030 school 
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districts in the state. Highland Park ISD is located near the center of Dallas County, covering 6.2 

square miles and is encircled by Dallas ISD. Currently, Highland Park ISD is a K–12 school 

district with three elementary schools, two middle schools, and one high school. The district was 

academically exemplary every year during the study period except for 2002–2003 when it was 

academically recognized.  

During the study period, the district grew from 5,869 students in the 2001–2002 school 

year to 6,647 in the 2010–2011 school year or an average annual growth rate of 1.25%. The 

student body has historically been comprised of 94% white, 2.8% Hispanic, and 3% other. 

Highland Park ISD did not have any students that qualified for economically disadvantaged 

status during the study period. The district has averaged an attendance rate of 96.78% and has a 

four-year student dropout rate of 1.37%. The average teacher salary during the study period 

ranged from $44,368 in 2001 to $55,894 in 2010 with an average turnover rate of approximately 

16.5%. Highland Park ISD averaged around 15 students per teacher during this ten-year period.   

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.49. Following HB 1 (2006) and the required tax compression, Highland Park’s tax rate 

dropped to $1.29 in 2006–2007 and to $0.98 in 2007–2008. The district increased its tax rate by 

two cents in 2008–2009 and one cent in 2009–2010. The Interest and Sinking tax rate averaged 

around 9.5 cents during the ten-year period. The total general fund revenue has grown from 

$38,798,860 in 2001–2002 to $55,381,145 in 2010–2011 or approximately 4% annually. Of that 

amount, 80% has historically been generated from local tax assessments and 20% from state 

contributions. Between the 2001 and 2005 school years, the district’s general fund revenue grew 

on average 2.62% per year and 1.40% per enrolled student per year. On average, from 2001 to 

2005, 89% of district revenue was generated locally and 11% from the state. Whereas, between 
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the 2006 and 2010 school years, the general fund revenue grew on average 3.38% per year and 

2.18% per enrolled student per year. From 2006 to 2010, the district’s revenue averaged 72% 

from local sources and 28% from the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $38,092,692 in 2001–2002 to $53,375,703 in 2010–2011 averaging a 3.1% increase 

annually. Not included in the total expenditures were Highland Park’s Chapter 41 recapture 

payments back to the state. These recapture payments averaged $69,584,212 annually. Between 

the 2001 and 2005 school years, the district’s expenditures grew on average 1.81% per year and 

0.58% per enrolled student per year. However, between the 2006 and 2010 school years, 

expenditures grew on average 3.67% per year and 2.47% per enrolled student per year.  

Highland Park ISD’s fund balance averaged 34.4% of its annual revenue and 35.9% of its 

annual expenditures during the study time frame. In 2001–2002, the district’s fund balance had 

grown to $10,724,094, which was 27.6% of revenue and 28.2% of expenditures. By the end of 

2005–2006 the district had a fund balance of $15,657,164, which was 35.4% of revenue and 

37.6% of expenditures. The district averaged a 10.33% annual fund balance increase between 

2001 to 2005. Between 2006 to 2010, the district was able to build its fund balance on average 

by 1.09% annually. By the end of 2010–2011, Highland Park had grown its fund balance to 

$16,516,847, which was 29.8% of revenue and 30.9% of expenditures. 

Honey Grove Independent School District 

 Honey Grove Independent School District’s target revenue amount was $4,533 following 

HB 1 (2006). This amount ranked 75th within Region X and 897th out of 1,030 school districts in 

the state. Honey Grove ISD is located along the northeast side of the Fannin County line. The 

district covers 222.43 square miles and is bordered by Red River to the north, North Lamar ISD 
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and Chisum ISD to the east, Fannindel ISD to the south, and Sam Rayburn ISD and Dodd City 

ISD to the west. Currently, Honey Grove ISD is a K–12 school district with one elementary 

school, one middle school, and one high school. The district was academically acceptable every 

year during the study period except for 2008–2009 when it was academically recognized. 

During the study period, the district enrollment fluctuated from 650 students in 2001–

2002, to an increase to 694 students in 2006–2007, and a decrease to 601 students in the 2010–

2011 school year. The student body has historically been comprised of 73.1% white, 10.6% 

Hispanic, 14.7% African American, and 1.8% other. Honey Grove ISD’s economically 

disadvantaged population averaged 54.8% during the study period. The district has an average 

attendance rate of 96.28% and has an average four-year student dropout rate of 1.42%. The 

average teacher salary during the study period ranged from $37,114 in 2001 to $42,619 in 2008, 

with an average annual turnover rate of approximately ten percent. Honey Grove ISD averaged 

around 11 students per teacher during this ten-year period.  

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.37. Following HB 1 (2006) and the required tax compression, Honey Grove increased its 

2006–2007 tax rate by four cents as allowed for local enrichment funds. The district increased its 

tax rate an additional four cents in 2008–2009 and one cent in 2009–2010. The Interest and 

Sinking tax rate has averaged around 19 cents during the ten-year period.  

The total general fund revenue grew from $4,195,086 in 2001–2002 to $5,782,123 in 

2010–2011 or approximately 3.21% annually. Of that amount, 26% has historically been 

generated from local tax assessments and 74% from state contributions. Between the 2001 and 

2005 school years, the district’s general fund revenue grew on average 3.28% per year and 

3.44% per enrolled student per year. On average, from 2001 to 2005, 26% of district revenue was 
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generated locally and 74% from the state. Whereas, between the 2006 and 2010 school years, the 

general fund revenue declined on average by 0.15% per year, but had an increase of 2.73% per 

enrolled student per year. From 2006 to 2010, the district’s revenue averaged 25% from local 

sources and 75% from the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $4,051,267 in 2001–2002 to $5,067,028 in 2010–2011 averaging a 2.2% increase annually. 

Between the 2001 and 2005 school years, the district’s expenditures grew on average 3.76% per 

year and 3.91% per enrolled student per year. However, between the 2006 and 2010 school 

years, expenditures declined on average by 0.99% per year, but increased 1.89% per enrolled 

student per year. According to Honey Grove ISD Superintendent of Schools Todd Morrison, due 

to the frozen target revenue, the district has reduced staff through attrition and increased class 

sizes. 

Honey Grove ISD’s fund balance averaged around 22.5% of its annual revenue and 

23.4% of its annual expenditures during the study time frame. In 2001–2002, the district’s fund 

balance had grown to $558,604, which was 13.3% of revenue and 13.8% of expenditures. By the 

end of 2005–2006 the district had a fund balance of $1,143,363, which was 23.1% of revenue 

and 23.4% of expenditures. The district averaged a 20.74% annual fund balance increase 

between 2001 to 2005. Between 2006 to 2010, the district was able to keep building its fund 

balance on average by 11.62% annually. By the end of 2010–2011, Honey Grove had grown its 

fund balance to $1,847,398, which was 32% of revenue and 36.5% of expenditures. 

Lovejoy Independent School District 

 Lovejoy Independent School District’s target revenue amount was $7,170 following HB 

1 (2006). This amount ranked 2nd within Region X and 29th out of 1,030 school districts in the 
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state. Lovejoy ISD is located in the central part of Collin County. The district covers 17.5 square 

miles and is bordered by McKinney ISD to the north and east, Wylie and Plano ISD to the south, 

and Allen ISD to the west. Currently, Lovejoy ISD is a K–12 school district with three 

elementary schools, one middle school, and one high school. The district was academically 

exemplary every year during the study period except for 2003–2004 when it was academically 

recognized.  

During the study period, the district grew from 770 students in the 2001–2002 school 

year to 3,369 in the 2010–2011 school year or an average annual growth rate of 15.9%. The 

student body has historically been comprised of 87.6% white, 5.7% Hispanic, 2.1% African 

American, and 4.9% other. Lovejoy ISD’s economically disadvantaged population averaged 

2.49% during the study period. The district has averaged an attendance rate of 97.06% and has a 

four-year student dropout rate of 1.63%. The average teacher salary during the study period 

ranged from $41,072 in 2001 to $50,593 in 2010, with an average turnover rate of approximately 

15%. Lovejoy ISD averaged around 13.3 students per teacher during this ten-year period.   

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.49. Following HB 1 (2006) and the required tax compression, Lovejoy increased its 2006–

2007 tax rate by four cents as allowed for local enrichment funds. The district held a successful 

Tax Ratification Election, with 60% voter approval, in September 2009 and increased its 

maintenance and operations tax by two cents. According to Lovejoy ISD Chief Financial Officer 

Shay Adams, if the district’s tax ratification election had failed, the district would not have 

purchased buses or technology equipment in the first year and would have had to make other cuts 

in the years following. 
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The Interest and Sinking tax rate averaged around 33 cents during the ten-year period. 

The total general fund revenue grew from $7,147,885 in 2001–2002 to $31,998,642 in 2010–

2011 or approximately 15% annually. Of that amount, 74% has historically been generated from 

local tax assessments and 26% from state contributions. Between the 2001 and 2005 school 

years, the district’s general fund revenue grew on average 6.31% per year, but had a decrease of 

4.19% per enrolled student per year. On average, from 2001 to 2005, 91% of district revenue was 

generated locally and 9% from the state. Whereas, between the 2006 and 2010 school years, the 

general fund revenue grew on average 11.29% per year and 1.66% per enrolled student per year. 

From 2006 to 2010, the district’s revenue averaged 57% from local sources and 43% from the 

state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $7,493,377 in 2001–2002 to $31,235,909 in 2010–2011 averaging a 14.3% increase 

annually. Not included in the total expenditures were Lovejoy’s Chapter 41 recapture payments 

back to the state. These recapture payments averaged $3,490,666 annually between 2003–2010. 

Between the 2001 and 2005 school years, the district’s expenditures grew on average 18.03% per 

year and 11.99% per enrolled student per year. However, between the 2006 and 2010 school 

years, expenditures grew on average 7.01% per year and 10.91% per enrolled student per year. 

Because of the frozen target revenue, during the period between 2006 and 2010, the district 

reported that it reduced non-personnel budgets by 5%, reduced staff, and increased class sizes.  

Lovejoy ISD’s fund balance averaged 59.5% of its annual revenue and 56.3% of its 

annual expenditures during the study time frame. In 2001–2002, the district’s fund balance had 

grown to $5,043,732, which was 70.6% of revenue and 67.3% of expenditures. By the end of 

2005–2006 the district had a fund balance of $7,933,935, which was 81% of revenue and 58.1% 
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of expenditures. The district averaged a 14.97% annual fund balance increase between 2001 to 

2005. Between 2006 to 2010, the district was able to add to its fund balance on average by 

9.52% annually. By the end of 2010–2011, Lovejoy had grown its fund balance to $9,096,757, 

which was 28.4% of revenue and 29.1% of expenditures. 

McKinney Independent School District 

 McKinney Independent School District’s target revenue amount was $5,470 following 

HB 1 (2006). This amount ranked 6th within Region X and 191st out of 1,030 school districts in 

the state. McKinney ISD is located in the center of Collin County.  The district covers 108.99 

square miles and is bordered by Anna ISD and Melissa ISD to the north, Princeton ISD to the 

east, Allen ISD and Lovejoy ISD to the south, and Frisco ISD and Prosper ISD to the west.  

Currently, McKinney ISD is a K–12 school district with 22 elementary schools, five middle 

schools, and three high schools.  The district was academically acceptable for five years (2002, 

2004, 2006, 2007, and 2008) and academically recognized for five years (2001, 2003, 2005, 

2007, 2009, and 2010) during the study period.   

During the study period, the district grew from 13,521 students in the 2001–2002 school 

year to 24,265 in the 2010–2011 school year or an average annual growth rate of 5.85%.  The 

student body has historically been comprised of 63.5% white, 22.1% Hispanic, 10.9% African 

American, and 3.7% other.  McKinney ISD’s economically disadvantaged population has 

averaged 23.76% during the study period.  The district has averaged an attendance rate of 

95.81% and has a four-year student dropout rate of 1.77%.  The average teacher salary during the 

study period ranged from $36,915 in 2001 to $49,743 in 2010, with an average turnover rate of 

approximately 17%.  McKinney ISD averaged around 14 students per teacher during this ten-

year period.    
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Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.48.  Following HB 1 (2006) and the required tax compression, McKinney increased its 2006–

2007 tax rate by four cents as allowed for local enrichment funds.  The Interest and Sinking tax 

rate averaged around 47 cents during the ten-year period.  The total general fund revenue has 

grown from $77,708,482 in 2001–2002 to $182,952,177 in 2010–2011 or approximately 8.6% 

annually.  Of that amount, 70% has historically been generated from local tax assessments and 

30% from state contributions.  Between the 2001 and 2005 school years, the district’s general 

fund revenue grew on average 9.10% per year and 1.75% per enrolled student per year.  On 

average, from 2001 to 2005, 82% of district revenue was generated locally and 18% from the 

state.  Between the 2006 and 2010 school years, the general fund revenue grew on average 

3.49% per year and 0.67% per enrolled student per year.  From 2006 to 2010, the district’s 

revenue averaged 58% from local sources and 42% from the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $80,434,668 in 2001–2002 to $177,580,351 in 2010–2011 averaging a 7.9% increase 

annually.  Not included in the total expenditures were McKinney’s Chapter 41 recapture 

payments back to the state, which averaged $55,263 annually between 2002–2003 to 2004–2005.  

Between the 2001 and 2005 school years, the district’s expenditures grew on average 7.59% per 

year and 0.23% per enrolled student per year.  However, between the 2006 and 2010 school 

years, expenditures grew on average 4.96% per year and 2.14% per enrolled student per year.  

Due to target revenue, during the 2006–2010 school years, McKinney ISD Chief Financial 

Officer, Dr. Edd Bigbee, reports that it had to reduce staff, reduce supply and travel budgets, and 

increase class sizes. 
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McKinney ISD’s fund balance averaged 26.5% of its annual revenue and 27.3% of its 

annual expenditures during the study time frame.  In 2001–2002, the district’s fund balance had 

grown to $14,891,567, which was 19.2% of revenue and 18.5% of expenditures.  By the end of 

2005–2006 the district had more than doubled its fund balance to reach $34,520,343, which was 

28.2% of revenue and 29.4% of expenditures.  The district averaged a 23.85% annual fund 

balance growth rate between 2001 to 2005.  Between 2006 to 2010, the district was able to add to 

its fund balance on average by 3.13% annually.  By the end of 2010–2011, McKinney had grown 

its fund balance to $55,689,961, which was 30.4% of revenue and 31.4% of expenditures. 

Plano Independent School District 

 Plano Independent School District’s target revenue amount was $5,415 following HB 1 

(2006).  This amount ranked 9th within Region X and 211th out of 1,030 school districts in the 

state.  Plano ISD is located in the south west corner of Collin County.  The district covers 95.88 

square miles and is bordered by Frisco ISD and Allen ISD to the north, Wylie ISD to the east, 

Richardson ISD to the south, and Lewisville ISD to the west.  Currently, Plano ISD is a K–12 

school district with 51 elementary schools, 12 middle schools, and eight high schools.  The 

district was academically acceptable for four years (2004, 2006, 2007, and 2008) and 

academically recognized for six years (2001, 2002, 2003, 2005, 2009, and 2010) during the study 

period.   

During the study period, the district grew from 48,944 students in the 2001–2002 school 

year to 55,294 in the 2010–2011 school year or an average annual growth rate of 1.22%.  The 

student body has historically been comprised of 56.2% white, 15.7% Hispanic, 9.9% African 

American, and 18.7% other.  Plano ISD’s economically disadvantaged population averaged 18% 

during the study period.  The district has averaged an attendance rate of 96.79% and has a four-
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year student dropout rate of 1.54%.  The average teacher salary during the study period ranged 

from $41,155 in 2001 to $52,375 2009, with an average turnover rate of approximately 13%.  

Plano ISD averaged around 14 students per teacher during this ten-year period.   

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.48.  Following HB 1 (2006) and the required tax compression, Plano increased its tax rate by 

two cents as allowed for local enrichment funds in 2007–2008 and again in 2008–2009.  The 

Interest and Sinking tax rate averaged around 25 cents during the ten-year period.  The total 

general fund revenue has grown from $313,279,791 in 2001–2002 to $434,356,922 in 2010–

2011 or approximately 3.3% annually.  Of that amount, 82% has historically been generated 

from local tax assessments and 18% from state contributions.  Between the 2001 and 2005 

school years, the district’s general fund revenue grew on average 3.02% per year and 1.42% per 

enrolled student per year.  On average, from 2001 to 2005, 90% of district revenue was 

generated locally and 10% from the state.  Whereas, between the 2006 and 2010 school years, 

the general fund revenue grew on average 1.79% per year and 0.85% per enrolled student per 

year.  From 2006 to 2010, the district’s revenue averaged 73% from local sources and 27% from 

the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $310,205,109 in 2001–2002 to $414,471,617 in 2010–2011 averaging a 1.1% increase 

annually.  Not included in the total expenditures were Plano’s Chapter 41 recapture payments 

back to the state.  These recapture payments averaged $123,987,473.  Between the 2001 and 

2005 school years, the district’s expenditures grew on average 2.71% per year and 1.12% per 

enrolled student per year.  However, between the 2006 and 2010 school years, expenditures grew 

on average by 1.82% per year and 0.88% per enrolled student per year.  Because of the freeze in 
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target revenue, between 2006 and 2010, Executive Director of Financial Services, Linda Madon, 

reported reductions in staff and budgets. 

Plano ISD’s fund balance averaged 31.3% of its annual revenue and 31.6% of its annual 

expenditures during the study time frame.  In 2001–2002, the district’s fund balance had grown 

to $80,524,832, which was 25.7% of revenue and 26% of expenditures.  By the end of 2005–

2006 the district had increased its fund balance to $123,304,419, which was 33.9% of revenue 

and 34.7% of expenditures.  The district averaged an 11.85% annual fund balance growth rate 

between 2001 to 2005.  Between 2006 to 2010, the district was able to add to its fund balance on 

average by 3.15% annually.  By the end of 2010–2011, Plano had grown its fund balance to 

$152,186,098, which was 35% of revenue and 36.7% of expenditures. 

Pottsboro Independent School District 

 Pottsboro Independent School District’s target revenue amount was $5,382 following HB 

1 (2006).  This amount ranked tenth within Region X and 216th out of 1,030 school districts in 

the state.  Pottsboro ISD is located at the north central border of Grayson County.  The district 

covers 96.65 square miles and is bordered by the Red River to the north, Denison ISD to the east, 

Sherman ISD and S & S Consolidated ISD to the south, and Whitesboro ISD to the west.  

Currently, Pottsboro ISD is a K–12 school district with one elementary school, one intermediate 

school, one middle school, and one high school.  The district was academically recognized every 

year during the study period except for 2006–2007 when it was academically acceptable and 

2009–2010 when it was exemplary.  

During the study period, the district enrollment fluctuated from 1,303 students in 2001–

2002, to an increase to 1,334 students in 2006–2007, to a decrease to 1,281 students in 2010–

2011 school year or an average annual growth rate of -0.17%.  The student body has historically 
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been comprised of 92.3% white, 3.9% Hispanic, 0.5% African American, and 3.6% other.  

Pottsboro ISD’s economically disadvantaged population averaged 29.4% during the study 

period.  The district has averaged an attendance rate of 96.41% and has a four-year student 

dropout rate of 1.47%.  The average teacher salary during the study period ranged from $35,786 

in 2001 to $48,910 in 2010, with an average turnover rate of approximately 12.5%.  Pottsboro 

ISD averaged around 13 students per teacher during this ten-year period.   

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.45.  Following HB 1 (2006) and the required tax compression, Pottsboro’s tax rate dropped to 

$1.28 in 2006–2007.  In 2007–2008, the district increased its tax rate by eight total cents, 

including four cents allowed for local enrichment funds.  The Interest and Sinking tax rate 

averaged around 20 cents during the ten-year period.  The total general fund revenue has grown 

from $8,580,083 in 2001–2002 to $11,763,337 in 2010–2011 or approximately 3.2% annually.  

Of that amount, 66% has historically been generated from local tax assessments and 34% from 

state contributions.  

Similar to general fund revenue, total expenditures also increased during the study period 

from $8,712,285 in 2001–2002 to $11,121,885 in 2010–2011 averaging a 2.4% increase 

annually.  Not included in the total expenditures were Pottsboro’s Chapter 41 recapture payments 

back to the state, which averaged $15,654 annually for the last two years of the study.  Due to the 

freeze in target revenue, between 2006 and 2010, Pottsboro ISD Superintendent Kevin Matthews 

reported that the district reduced staff through attrition, reduced campus budgets by 15%, and 

froze staff salaries.   

Pottsboro ISD’s fund balance has averaged 25% of its annual revenue and 25.1% of its 

annual expenditures during the study time frame.  In 2001–2002, the district’s fund balance had 
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grown to $2,508843, which was 29.2% of revenue and 28.8% of expenditures.  By the end of 

2005–2006 the district had a fund balance of $3,302,845, which was 33.1% of revenue and 

33.3% of expenditures.  The district averaged an 8.5% annual fund balance increase between 

2001 to 2005.  Between 2006 to 2010, the district used some of its fund balance with an average 

decline of 9.3% annually.  By the end of 2010–2011, Pottsboro had a fund balance of 

$1,652,179, which was 14% of revenue and 14.9% of expenditures. 

Prosper Independent School District 

 Prosper Independent School District’s target revenue amount was $7,194 following HB 1 

(2006).  This amount ranked first within Region X and 28th out of 1,030 school districts in the 

state.  Prosper ISD is located on the west center edge of Collin County with a small portion of 

the district extending into Denton County.  The district covers 58.37 square miles and is 

bordered by Celina ISD to the north, McKinney ISD to the east, Frisco ISD to the south, and 

Denton ISD to the west.  Currently, Prosper ISD is a K–12 school district with four elementary 

schools, two middle schools, and one high school.  The district was academically exemplary 

three of the ten years (2001, 2005, and 2009), academically acceptable another three of the ten 

years (2002, 2006, and 2007), and academically recognized the remaining four years (2003, 

2004, 2008, and 2010) of the study period.   

During the study period, the district grew from 1,072 students in the 2001–2002 school 

year to 4,334 in the 2010–2011 school year for an average annual growth rate of 13.97%.  The 

student body has historically been comprised of 76.6% white, 16.1% Hispanic, 5.3% African 

American, and 2% other.  Prosper ISD’s economically disadvantaged population averaged 

13.12% during the study period.  The district has averaged an attendance rate of 96.54% and has 

a four-year student dropout rate of 1.76%.  The average teacher salary during the study period 
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ranged from $34,634 in 2004 to $50,534 in 2010, with an average turnover rate of approximately 

20%.  Prosper ISD averaged around 14 students per teacher during this ten-year period.    

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.46.  Following HB 1 (2006) and the required tax compression, Prosper increased its 2006–

2007 tax rate by four cents as allowed for local enrichment funds.  The district held a successful 

Tax Ratification Election in 2007 and increased its maintenance and operations tax by the 

maximum allowed 13 cents.  Prosper ISD Business Manager, Rusty Craig reported that if the 

TRE had failed, the was considering reducing staff, cut curriculum programs, cut software 

products, and reduce extracurricular activities. 

The Interest and Sinking tax rate averaged around 43 cents during the ten-year period.  

The total general fund revenue has grown from $7,921,792 in 2001–2002 to $42,585,291 in 

2010–2011 or approximately 16.8% annually.  Of that amount, 70% has historically been 

generated from local tax assessments and 30% from state contributions.  Between the 2001 and 

2005 school years, the district’s general fund revenue grew on average 11.07% per year and 

0.56% per enrolled student per year.  On average, from 2001 to 2005, 79% of district revenue 

was generated locally and 21% from the state.  Whereas, between the 2006 and 2010 school 

years, the general fund revenue grew on average 14.71% per year and 1.31% per enrolled student 

per year.  From 2006 to 2010, the district’s revenue averaged 61% from local sources and 39% 

from the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $8,108,410 in 2001–2002 to $35,614,484 in 2010–2011 averaging a 14.8% increase 

annually.  Not included in the total expenditures were Prosper’s Chapter 41 recapture payments 

back to the state.  These recapture payments averaged $650,017 annually between 2007–2008 to 
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2010–2011.  Between 2001 and 2005 school years, the district’s expenditures grew on average 

7.27% per year, but dropped by 3.24% per enrolled student per year.  However, between the 

2006 and 2010 school years, expenditures grew on average 17.61% per year and 4.21% per 

enrolled student per year. 

Prosper ISD’s fund balance averaged 47.4% of its annual revenue and 58.6% of its 

annual expenditures during the study time frame.  In 2001–2002, the district’s fund balance had 

grown to $499,697 which was 6.3% of revenue and 6.2% of expenditures.  By the end of 2005–

2006 the district had a fund balance of $7,884,812, which was 57.2% of revenue and 67.6% of 

expenditures.  The district averaged a 110.58% annual fund balance increase between 2001 to 

2005.  Between 2006 to 2010, the district was able to keep adding to its fund balance on average 

by 19.77% annually.  By the end of 2010–2011, Prosper had grown its fund balance to 

$24,495,280, which was 57.5% of revenue and 68.8% of expenditures. 

Quinlan Independent School District 

 Quinlan Independent School District’s target revenue amount was $4,538 following HB 1 

(2006).  This amount ranked 73rd within Region X and 891st out of 1,030 school districts in the 

state.  Quinlan ISD is located on the southern edge of Hunt County.  The district covers 148.61 

square miles and is bordered by Caddo Mills ISD and Lone Oak ISD to the north, Rains ISD to 

the east, Wills Point ISD and Terrell ISD to the south, and Royse City ISD to the west.  

Currently, Quinlan ISD is a K–12 school district with one elementary school, one intermediate 

school, one middle school, and one high school.  The district was academically acceptable every 

year during the study period except for 2008–2009 and when it was academically unacceptable.   

During the study period, the district enrollment declined from 2,929 students in the 2001–

2002 school year to 2,546 in the 2010–2011 school year for an average annual declining rate of 
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1.4%.  The student body has historically been comprised of 86.7% white, 10.6% Hispanic, 1% 

African American, and 1.8% other.  Quinlan ISD’s economically disadvantaged population 

averaged 52.64% during the study period.  The district has averaged an attendance rate of 

93.39% and has a four-year student dropout rate of 1.42%.  The average teacher salary during the 

study period ranged from $35,578 in 2001 to $42,970 in 2010, with an average turnover rate of 

approximately 17%.  Quinlan ISD averaged around 15 students per teacher during this ten-year 

period.    

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.38.  Following HB 1 (2006) and the required tax compression, Quinlan increased its 2006–

2007 tax rate by four cents as allowed for local enrichment funds to a $1.30.  In 2007–2008 the 

district increased its tax rate by an additional six cents.  The Interest and Sinking tax rate 

averaged around 19 cents during the ten-year period.  The total general fund revenue has grown 

from $16,671,970 in 2001–2002 to $18,925,027 in 2010–2011 or approximately 1.3% annually.  

Of that amount, 36% has historically been generated from local tax assessments and 64% from 

state contributions.  Between the 2001 and 2005 school years, the district’s general fund revenue 

declined on average by 0.04% per year but increased 1.30% per enrolled student per year.  On 

average, from 2001 to 2005, 34% of district revenue was generated locally and 66% from the 

state.  Whereas, between the 2006 and 2010 school years, the general fund revenue grew on 

average 0.97% per year and 2.20% per enrolled student per year.  From 2006 to 2010, the 

district’s revenue averaged 37% from local sources and 63% from the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $16,664,872 in 2001–2002 to $17,676,861 in 2010–2011 averaging a 0.6% increase 

annually.  Between 2001 and 2005 school years, the district’s expenditures declined on average 
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by 1.90% per year and 0.55% per enrolled student per year.  However, between the 2006 and 

2010 school years, expenditures grew on average 2.69% per year and 3.93% per enrolled student 

per year.  Due to target revenue, during the 2006 and 2010 school years, Quinlan ISD reports that 

it had to freeze salaries, reduce staff, freeze budgets, and increase class sizes. 

Quinlan ISD’s fund balance averaged 17.9% of its annual revenue and 18.9% of its 

annual expenditures during the study time frame.  In 2001–2002, the district’s fund balance had 

grown to $2,599,001, which was 15.6% of both revenue and expenditures.  The district dipped 

into its fund balance the following two school years and ended the 2003–2004 year with a 

negative balance of $727,444.  However, by the end of 2005–2006 the district had rebuilt its 

fund balance to $1,020,916, which was 6.1% of revenue and 6.7% of expenditures.  Between 

2006 to 2010, the district was able to add to its fund balance on average by 24.4% annually.  By 

the end of 2010–2011, Quinlan had grown its fund balance to $8,222,484 or 43.4% of its revenue 

and 46.5% of its expenditures. 

Rockwall Independent School District 

 Rockwall Independent School District’s target revenue amount was $5,763 following HB 

1 (2006).  This amount ranked 4th within Region X and 120th out of 1,030 school districts in the 

state.  Rockwall ISD is located in and encompasses the vast majority of Rockwall County.  The 

district covers 108.2 square miles and is bordered by Wylie ISD and Community ISD to the 

north, Royse City ISD to the east, Terrell ISD and Forney ISD to the south, and Garland ISD to 

the west.  Currently, Rockwall ISD is a K–12 school district with 12 elementary schools, three 

middle schools, and two high schools.  The district was academically acceptable for six years 

(2001, 2004–2008, and 2010) and academically recognized for four years (2002, 2003, 2008, and 

2009) during the study period.   
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During the study period, the district grew from 8,810 students in the 2001–2002 school 

year to 13,965 in the 2010–2011 school year for an average annual growth rate of 4.61%.  The 

student body has historically been comprised of 74.5% white, 15.9% Hispanic, 6.3% African 

American, and 3.1% other.  Rockwall ISD’s economically disadvantaged population averaged 

18.71% during the study period.  The district has averaged an attendance rate of 96.17% and has 

a four-year student dropout rate of 1.69%.  The average teacher salary during the study period 

ranged from $38,584 in 2002 to $50,713 in 2010, with an average turnover rate of approximately 

12%.  Rockwall ISD averaged around 16 students per teacher during this ten-year period.    

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.50.  Following HB 1 (2006) and the required tax compression, Rockwall increased its 2007–

2008 tax rate by four cents as allowed for local enrichment funds.  The Interest and Sinking tax 

rate averaged around 39 cents during the ten-year period.  The total general fund revenue has 

grown from $50,784,264 in 2001–2002 to $108,132,957 in 2010–2011 or approximately 7.6% 

annually, of which 72% has historically been generated from local tax assessments and 28% 

from state contributions.  Between the 2001 and 2005 school years, the district’s general fund 

revenue grew on average 8.05% per year and 2.69% per enrolled student per year.  On average, 

from 2001 to 2005, 84% of district revenue was generated locally and 16% from the state.  

Whereas, between the 2006 and 2010 school years, the general fund revenue grew on average 

4.35% per year and 2.08% per enrolled student per year.  From 2006 to 2010, the district’s 

revenue averaged 61% from local sources and 39% from the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $48,427,270 in 2001–2002 to $102,007,450 in 2010–2011 averaging a 7.4% increase 

annually.  Between the 2001 and 2005 school years, the district’s expenditures grew on average 
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8.27% per year and 2.90% per enrolled student per year.  However, between the 2006 and 2010 

school years, expenditures grew on average 3.94% per year and 1.68% per enrolled student per 

year.  Rockwall ISD Chief Financial Officer, Michael Ball, reported the reduction of 83 

professional positions between 2006 and 2010 due to the target revenue funding freeze.   

Rockwall ISD’s fund balance averaged 25.7% of its annual revenue and 26.7% of its 

annual expenditures during the study time frame.  In 2001–2002, the district’s fund balance had 

grown to $4,767,480, which was 9.4% of revenue and 9.8% of expenditures.  By the end of 

2005–2006 the district had a fund balance of $22,275,881, which was 29.3% of revenue and 

30.4% of expenditures.  The district averaged a 50.05% annual fund balance increase between 

2001 to 2005.  Between 2006 to 2010, the district was able to add to its fund balance on average 

by 10.46% annually.  By the end of 2010–2011, Rockwall had grown its fund balance to 

$37,375,560, which was 34.6% of revenue and 36.6% of expenditures. 

Savoy Independent School District 

 Savoy Independent School District’s target revenue amount was $4,554 following HB 1 

(2006).  This amount ranked 71st within Region X and 873rd out of 1,030 school districts in the 

state.  Savoy ISD is located in the northeast corner of the Fannin County line.  The district covers 

49.33 square miles and is bordered by the Red River to the north, Ector ISD to the east, 

Whitewright ISD to the south, and Bells ISD to the west.  Currently, Savoy ISD is a K–12 school 

district with one elementary school and one high school.  The district was academically 

acceptable every year during the study period except for 2008–2009 when it was academically 

recognized. 

During the study period, the district enrollment declined from 384 students in the 2001–

2002 school year to 308 in the 2010–2011 school year for an average annual declining rate of 

109 



 

2.21%.  The student body has historically been comprised of 94.9% white, 2.4% Hispanic, 1% 

African American, and 2% other.  Savoy ISD’s economically disadvantaged population averaged 

40.13% during the study period.  The district has averaged an attendance rate of 96.34% and has 

an average four-year student dropout rate of 1.55%.  The average teacher salary during the study 

period ranged from $30,559 in 2006 to $39,230 in 2010, with an average annual turnover rate of 

approximately 19%.  Savoy ISD averaged around 11 students per teacher during this ten-year 

period.    

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.50.  Following HB 1 (2006) and the required tax compression, Savoy increased its 2006–2007 

tax rate by four cents as allowed for local enrichment funds.  The Interest and Sinking tax rate 

averaged around 25 cents during the ten-year period.  The total general fund revenue has grown 

from $2,376,204 in 2001–2002 to $2,712,766 in 2010–2011 or approximately 1.3% annually.  Of 

that amount, 38% has historically been generated from local tax assessments and 62% from state 

contributions.  Between the 2001 and 2005 school years, the district’s general fund revenue 

declined on average by 0.98% per year, but increased by 2.30% per enrolled student per year.  

On average, from 2001 to 2005, 42% of district revenue was generated locally and 58% from the 

state.  Whereas, between the 2006 and 2010 school years, the general fund revenue grew on 

average 0.02% per year and 1.03% per enrolled student per year.  From 2006 to 2010, the 

district’s revenue averaged 34% from local sources and 66% from the state. 

Similar to general fund revenue, total expenditures have also increased during the study 

period from $2,408,332 in 2001–2002 to $2,942,901 in 2010–2011, averaging a 2% annual 

increase.  Between the 2001 and 2005 school years, the district’s expenditures grew on average 

0.06% per year and 3.33% per enrolled student per year.  However, between the 2006 and 2010 
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school years, expenditures grew on average 3.10% per year and 4.12% per enrolled student per 

year.  Because of the funding freeze from target revenue, Savoy ISD Superintendent Brian Neal, 

reported freezing staff pay, reducing staff by 15% through attrition, and cutting its district budget 

by ten percent between the 2006 and 2010 school years. 

Savoy ISD’s fund balance averaged 28.3% of its annual revenue and 28.4% its annual 

expenditures during the study time frame.  In 2001–2002, the district’s fund balance had grown 

to $651,587, which was 27.4% of revenue and 27.1% of expenditures.  By the end of 2005–2006 

the district had a fund balance of $744,440, which was 32.9% of revenue and 36.4% of 

expenditures.  The district averaged a 7.17% annual fund balance growth between 2001 to 2005.  

Between 2006 to 2010, the district dipped into its fund balance which had an average 7.97% 

annual decline.  By the end of 2010–2011, Savoy had dropped its fund balance to $655,630, 

which was 24.2% of revenue and 22.3% of expenditures. 

Scurry-Rosser Independent School District 

 Scurry-Rosser Independent School District’s target revenue amount was $4,492 

following HB 1 (2006).  This amount ranked 78th within Region X and 926th out of 1,030 school 

districts in the state.  Scurry-Rosser ISD is located in the southwest corner of Kaufman County.  

The district covers 83.22 square miles and is bordered by Crandall ISD to the north, Kaufman 

ISD to the east, Kemp ISD to the south, and Ennis ISD and Ferris ISD to the west.  Currently, 

Scurry-Rosser ISD is a K–12 school district with one elementary school, one middle school, and 

one high school.  The district was academically recognized in 2001, 2004, 2005, 2008, and 2010; 

academically acceptable in 2002, 2003, 2006, and 2007; and exemplary in 2009. 

During the study period, the district grew from 795 students in the 2001–2002 school 

year to 909 in the 2010–2011 school year for an average annual growth rate of 1.34%.  The 
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student body has historically been comprised of 86.8% white, 6.3% Hispanic, 5.9% African 

American, and 1.5% other.  Scurry-Rosser ISD’s economically disadvantaged population 

averaged 33.77% during the study period.  The district has averaged an attendance rate of 

95.24% and has an average four-year student dropout rate of 1.51%.  The average teacher salary 

during the study period ranged from $36,639 in 2001 to $43,713 in 2009, with an average annual 

turnover rate of approximately 24.4%.  Scurry-Rosser ISD averaged around 14 students per 

teacher during this ten-year period.    

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.50.  Following HB 1 (2006) and the required tax compression, Scurry-Rosser increased its 

2006–2007 tax rate by four cents as allowed for local enrichment funds.  The Interest and 

Sinking tax rate averaged around 21 cents during the ten-year period.  The total general fund 

revenue has grown from $5,571,447 in 2001–2002 to $7,681,943 in 2010–2011 or approximately 

3.2% annually.  Of that amount, 28% has historically been generated from local tax assessments 

and 72% from state contributions.   

Between the 2001 and 2005 school years, the district’s general fund revenue grew on 

average 3.55% per year and 1.05% per enrolled student per year.  On average, from 2001 to 

2005, 31% of district revenue was generated locally and 69% from the state.  Whereas, between 

the 2006 and 2010 school years, the general fund revenue grew on average 2.05% per year and 

2.21% per enrolled student per year.  From 2006 to 2010, the district’s revenue averaged 25% 

from local sources and 75% from the state.  According to the district’s Chief Financial Officer, 

Stacey Proctor, in order to generate more revenue, Mrs. Proctor explained that in 2009-2010 the 

district started accepting out of district transfers. She said the out of district transfers account for 

about 10% of the district’s total enrollment. 
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Similar to general fund revenue, total expenditures also increased during the study period 

from $5,195,257 in 2001–2002 to $8,037,789 in 2010–2011, averaging a 4.4% increase annually.  

Between 2001 and 2005 school years, the district’s expenditures grew on average 5.13% per year 

and 2.63% per enrolled student per year.  However, between the 2006 and 2010 school years, 

expenditures grew on average 3.55% per year and 3.70% per enrolled student per year.  In order 

to cope with the funding freeze from target revenue, Mrs. Proctor reports the district reduced all 

department and campus budgets by 5%, eliminated positions through attrition, and froze salaries.  

Scurry-Rosser ISD’s fund balance has averaged around 44% of its annual revenue and 

44.6% of its annual expenditures during the study time frame.  In 2001–2002, the district’s fund 

balance had grown to $2,718,138, which was 48.8% of revenue and 52.3% of expenditures.  By 

the end of 2005–2006 the district had a fund balance of $2,841,268, which was 42.7% of revenue 

and 42.3% of expenditures.  The district averaged a 2.13% annual fund balance increase between 

2001 to 2005.  Between 2006 to 2010, the district used its fund balance, dropping it on average 

by 4.50% annually.  By the end of 2010–2011, Scurry-Rosser’s fund balance had fallen to 

$2,384,545, which was 31% of revenue and 29.7% of expenditures. 

Sunnyvale Independent School District 

 Sunnyvale Independent School District’s target revenue amount was $5,972 following 

HB 1 (2006).  This amount ranked third within Region X and 93rd out of 1,030 school districts in 

the state.  Sunnyvale ISD is located in the center of the east edge of Dallas County.  The district 

covers 19.46 square miles and is bordered by Garland ISD to the north, Rockwall ISD and 

Forney ISD to the west, and Mesquite ISD to the south and west.  Currently, Sunnyvale ISD is a 

K–12 school district with one elementary school, one middle school, and one high school.  The 
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district was academically exemplary for six of the ten years (2001, 2004, 2005, 2007, 2008, 

2010) and academically recognized the other four years (2002, 2003, 2006, and 2009).   

During the study period, the district grew from 432 students in the 2001–2002 school 

year to 1,154 in the 2010–2011 school year for an average annual growth rate of 9.83%.  The 

student body has historically been comprised of 59.2% white, 11.1% Hispanic, 6.4% African 

American, and 23.3% other.  Sunnyvale ISD’s economically disadvantaged population averaged 

10.36% during the study period.  The district has averaged an attendance rate of 97.75% and has 

a four-year student dropout rate of 1.42%.  The average teacher salary during the study period 

ranged from $40,051 in 2001 to $51,640 in 2010, with an average turnover rate of approximately 

11%.  Sunnyvale ISD averaged around 14 students per teacher during this ten-year period.    

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.40.  Following HB 1 (2006) and the required tax compression, Sunnyvale increased its 2006–

2007 tax rate by three cents.  The district then increased its tax rate in 2008–2009 by two cents as 

allowed for local enrichment funds.  According to the Sunnyvale ISD Superintendent, Doug 

Williams, the district is not in a good position to offer a Tax Ratification Election to the voters in 

order to increase district funding.  Mr. Williams explains that as a property wealthy or Chapter 

41 school district, the additional tax revenue raised would be shared 60:40 with the state.  Mr. 

Williams believes the district’s tax payers would not be supportive.   

The district’s Interest and Sinking tax rate has averaged around 18 cents during the ten-

year period.  The total general fund revenue has grown from $2,853,333 in 2001–2002 to 

$10,548,114 in 2010–2011 or approximately 13.1% annually.  Of that amount, 81% has 

historically been generated from local tax assessments and 19% from state contributions.  

Between the 2001 and 2005 school years, the district’s general fund revenue grew on average 
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8.14% per year and 4.16% per enrolled student per year.  On average, from 2001 to 2005, 91% 

of district revenue was generated locally and 9% from the state.  Whereas, between the 2006 and 

2010 school years, the general fund revenue grew on average 13.27% per year, but declined by 

2.18% per enrolled student per year.  From 2006 to 2010, the district’s revenue averaged 71% 

from local sources and 29% from the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $4,354,953 in 2001–2002 to $10,380,834 in 2010–2011, averaging an 8.7% increase 

annually.  Not included in the total expenditures were Sunnyvale’s Chapter 41 recapture 

payments back to the state.  These recapture payments averaged $1,769,699 annually.  Between 

the 2001 and 2005 school years, the district’s expenditures fell on average by 3.36% per year and 

7.34% per enrolled student per year.  However, between the 2006 and 2010 school years, 

expenditures grew on average 15.89% per year and 0.44% per enrolled student per year. 

Sunnyvale ISD’s fund balance has averaged 73.4% of its annual revenue and 74.6 its 

annual expenditures during the study time frame.  In 2001–2002, the district’s fund balance had 

grown to $2,043,767, which was 71.6% of revenue and 46.9% of expenditures.  By the end of 

2005–2006 the district had a fund balance of $3,792,161, which was 88.5% of revenue and 103% 

of expenditures.  The district averaged a 17.85% annual fund balance increase between 2001 to 

2005.  Between 2006 to 2010, the district had to use its fund balance on average by 2.44% 

annually.  By the end of 2010–2011, Sunnyvale had grown its fund balance to $5,058,343, which 

was 48% of revenue and 48.7% of expenditures. 

Whitewright Independent School District 

 Whitewright Independent School District’s target revenue amount was $4,552 following 

HB 1 (2006).  This amount ranked 72nd within Region X and 877th out of 1,030 school districts 
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in the state.  Whitewright ISD is located in the southeast corner of Grayson County with a 

portion of the district in Fannin County.  The district covers 71.57 square miles and is bordered 

by Bells ISD and Savoy ISD to the north, Bonham ISD to the east, Trenton ISD to the south, and 

Tom Bean ISD and Van Alstyne ISD to the west.  Currently, Whitewright ISD is a K–12 school 

district with one elementary school, one middle school, and one high school.  The district was 

academically recognized for six years (2002, 2003, 2004, 2006, 2007, and 2010) and 

academically exemplary for four years (2001, 2005, 2008, and 2009) during the study period.   

The district grew during the study period from 731 students in the 2001–2002 to a peak 

of 804 students in the 2005–2006 school year, then decreased to 773 students in 2010–2011.  The 

average annual growth rate has been 0.56%.  The student body has historically been comprised 

of 85% white, 6% Hispanic, 7.7% African American, and 1.4% other.  Whitewright ISD’s 

economically disadvantaged population averaged 38.16% during the study period.  The district 

has an average attendance rate of 96.57% and has an average four-year student dropout rate of 

1.55%.  The average teacher salary during the study period ranged from $37,374 in 2001 to 

$45,149 in 2010, with an average annual turnover rate of approximately 14%.  Whitewright ISD 

averaged around 12 students per teacher during this ten-year period.    

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.46.  Following HB 1 (2006) and the required tax compression, Whitewright increased its 

2006–2007 tax rate by 17 cents—the maximum allowed by state law.  The district held a 

successful Tax Ratification Election in September 2006.  With 72% voter approval, Whitewright 

ISD increased its tax rate by the maximum allowed 13 cents and added four cents as allowed for 

local enrichment.  The Interest and Sinking tax rate averaged around 21 cents during the ten-year 

period.  The total general fund revenue has grown from $5,009,842 in 2001–2002 to $6,757,624 
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in 2010–2011 or approximately 3% annually.  Of that amount, 26% has historically been 

generated from local tax assessments and 74% from state contributions.  Between the 2001 and 

2005 school years, the district’s general fund revenue grew on average 3.81% per year and 

1.11% per enrolled student per year.  On average, from 2001 to 2005, 26% of district revenue 

was generated locally and 74% from the state.  Whereas, between the 2006 and 2010 school 

years, the general fund revenue grew on average 0.23% per year and 0.62% per enrolled student 

per year.  From 2006 to 2010, the district’s revenue averaged 27% from local sources and 73% 

from the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $4,485,143 in 2001–2002 to $6,539,253 in 2010–2011 resulting in an annual increase of 

3.8%.  Between the 2001 and 2005 school years, the district’s expenditures grew on average 

5.34% per year and 3.44% per enrolled student per year.  However, between the 2006 and 2010 

school years, expenditures declined on average by 0.06% per year and increased by 0.32% per 

enrolled student per year.  Even with the additional revenue from the TRE, between the 2006 and 

2010 school years, Whitewright ISD Superintendent, Steve Arthur, reported having to eliminate 

three teaching and four aide positions due to the fund freeze from target revenue. 

Whitewright ISD’s fund balance averaged 33.2% of its annual revenue and 33.4% of its 

annual expenditures during the study time frame.  In 2001–2002, the district’s fund balance had 

grown to $1,216,967, which was 24.3% of revenue and 27.1% of expenditures.  By the end of 

2005–2006 the district had a fund balance of $2,012,508, which was 33.2% of revenue and 

34.3% of expenditures.  The district averaged a 13.95% annual fund balance increase between 

2001 to 2005.  Between 2006 to 2010, the district was able to add to its fund balance on average 
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by 3.32% annually.  By the end of 2010–2011, Whitewright had grown its fund balance to 

$2,258,221, or 33.4% of its general fund revenue and 34.5 of expenditures. 

Wolfe City Independent School District 

 Wolfe City Independent School District’s target revenue amount was $4,510 following 

HB 1 (2006).  This amount ranked 76th within Region X and 913th out of 1,030 school districts in 

the state.  Wolfe City ISD is located on the north central edge of the Hunt County line with a 

small part extending into Fannin County.  The district covers 85.75 square miles and is bordered 

by Bonham ISD to the north, Commerce ISD to the east, Greenville ISD to the south, and 

Celeste ISD to the west.  Currently, Wolfe City ISD is a K–12 school district with one 

elementary school, one middle school, and one high school.  The district was academically 

recognized in 2001, 2003, 2004, 2005, and 2010; academically acceptable in 2002, 2006, and 

2007; and exemplary in 2008 and 2009. 

During the study period, the district enrollment grew from 603 students in the 2001–2002 

school year to 634 in the 2010–2011 school year, showing an average annual growth rate of 

0.5%.  The student body has historically been comprised of 82.6% white, 7.2% Hispanic, 9.2% 

African American, and 1.4% other.  Wolfe City ISD’s economically disadvantaged population 

averaged 48.75% during the study period.  The district has averaged an attendance rate of 

96.71% and has an average four-year student dropout rate of 1.47%.  The average teacher salary 

during the study period ranged from $34,394 in 2001 to $41,501 in 2010, with an average annual 

turnover rate of approximately 18%.  Wolfe City ISD averaged around 12 students per teacher 

during this ten-year period.    

Prior to HB 1 (2006), the district had an average Maintenance and Operation tax rate of 

$1.41.  Following HB 1 (2006) and the required tax compression, Wolfe City increased its 2006–
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2007 tax rate by four cents as allowed for local enrichment funds.  Because the district was 

below the state maximum-allowed tax rate, it was able to increase its 2007–2008 rate by five 

cents and held a successful Tax Ratification Election to add an additional nine cents.  Therefore, 

in 2007–2008, the district increased its tax rate by 14 cents.  The Interest and Sinking tax rate 

averaged around 19 cents during the ten-year study period.  The total general fund revenue has 

grown from $4,001,810 in 2001–2002 to $5,654,254 in 2010–2011, or approximately 3.5% 

annually.  Of that amount, 20% has historically been generated from local tax assessments and 

80% from state contributions.  Between the 2001 and 2005 school years, the district’s general 

fund revenue grew on average 3.01% per year and 2.17% per enrolled student per year.  On 

average, from 2001 to 2005, 20% of district revenue was generated locally and 80% from the 

state.  Whereas, between the 2006 and 2010 school years, the general fund revenue grew on 

average 3.67% per year and 3.16% per enrolled student per year.  From 2006 to 2010, the 

district’s revenue averaged 19% from local sources and 81% from the state. 

Similar to general fund revenue, total expenditures also increased during the study period 

from $4,349,611 in 2001–2002 to $9,788,947 in 2010–2011 averaging an 8.1% increase 

annually.  Between the 2001 and 2005 school years, the district’s expenditures remained flat, but 

had declined by 0.85% per enrolled student per year.  However, between the 2006 and 2010 

school years, expenditures grew on average 14.48% per year and 13.97% per enrolled student 

per year.  Between the 2006 and 2010 school years, Wolfe City ISD Superintendent Vernon 

Richardson reports having to cut seven teaching positions; several paraprofessional positions; 

one bus route; eliminated tennis, golf, and powerlifting; reduced instructional budgets by 20%; 

and reduced from three building principals to two principals, due to the funding freeze from 

target revenue. 
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Wolfe City ISD’s fund balance averaged 22.8% of its annual revenue and 19.5% of its 

annual expenditures during the study time frame.  In 2001–2002, the district’s fund balance had 

grown to $215,241, which was 5.4% of revenue and 4.9% of expenditures.  By the end of 2005–

2006 the district had a fund balance of $1,082,139, which was 23.3% of revenue and 24.9% of 

expenditures.  The district averaged a 51% annual fund balance increase between 2001 to 2005.  

The district was able to add to its fund balance building it up to $4,452,422, which was 83.7% of 

revenue and 63.1% of expenditures, by the end of 2007–2008.  However, the district dipped into 

its fund balance in 2008–2009 for over three million dollars.  By the end of 2010–2011, Wolfe 

City had depleted its fund balance to $230,775, or 4.1% of its general fund revenue and 2.4% of 

its expenditures. 

Summary 

 Data was collected and presented in a pre–post case study to examine how target revenue 

funding from House Bill 1 (2006) has impacted the school districts within the Region X 

education service area.  The study identified the ten school districts with the highest and ten 

districts with the lowest target revenue amounts from the 80 school districts within the Region X 

service area.  Each of the 20 districts were presented individually as a unit of analysis and within 

its own context.  The following research questions guided the data collected on each school 

district: 

How have the ten lowest and ten highest target revenue public school districts within Texas 

Educational Service Center Region X been impacted by the target revenue funding system from 

House Bill 1 (2006)? 

1. Rate of change in total district funding between 2001–2005 compared to 2006–2010 for 

the ten districts with the lowest and highest target revenue amounts 
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(a) Changes in total revenue, net of recapture, per-student between 2001–2005 

compared to 2006–2010 

(b) Changes in total expenditures per-student between 2001–2005 compared to 2006–

2010 

(c) Percent change between revenue per ADA versus revenue per WADA between 

2001–2005 compared to 2006–2010 

(d) Percent of change in district fund balance between 2001–2005 compared to 2006–

2010 

2. How did the ten districts with the lowest and highest target revenue adjust expenditures 

between 2006 and 2010? 

It is evident from the data presented that each individual school district studied had 

circumstances or factors that contributed to where its district’s target revenue amount was frozen.  

In Chapter 5, a cross-unit synthesis is used to identify the school districts that share similarities 

and possible outliers.  Quantitative data collected on each district, five years before and five 

years after the implementation of target revenue, provide the basis for the cross-unit synthesis. 
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CHAPTER 5 

SUMMARY, DISCUSSION AND RECOMMENDATIONS 

Introduction 

 This study was conducted during a time when school district funding was being shifted 

from locally collected taxes to an increase in state aid.  This substantial cut to local school taxes 

was the state legislature’s response to a continuous decline in state funding for public education.  

In 2006, Governor Rick Perry’s Public School Finance and Property Tax Relief Act was passed, 

reducing local school districts’ property tax rates and revenue with the assurance that these funds 

would be exchanged for state aid.  As shown in Table 8, local school property taxes were 

reduced over two years, 2006–2007 and 2007-2008, by 33%. In order for the state to meet this 

funding guarantee, House Bill 1 (2006) froze each school district to its 2005–2006 revenue per 

weighted student which was called a district’s revenue target.  Governor Perry and the legislature 

were warned that the newly established Additional State Aid for Tax Reduction (ASATR) 

replacement funding would not be adequate to replace the loss in local school revenue.  It was 

warned that The Perry tax plan would create a structural deficit within the state’s budget which 

would result in draconian cuts in essential state services, like education. 

The purpose of this study is to examine the impact of the Target Revenue public school 

funding system from House Bill 1 (2006) on the school districts within the Educational Service 

Center Region X.  The research questions guiding the study were as follows: 

How have the ten lowest and ten highest target revenue public school districts within Texas 

Educational Service Center Region X been impacted by the target revenue funding system from 

House Bill 1 (2006)? 

1. Rate of change in total district funding between 2001–2005 compared to 2006–2010 for 

the ten districts with the lowest and highest target revenue amounts 
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(a) Changes in total revenue, net of recapture, per-student between 2001–2005 

compared to 2006–2010 

(b) Changes in total expenditures per-student between 2001–2005 compared to 2006–

2010 

(c) Percent change between revenue per ADA versus revenue per WADA between 

2001–2005 compared to 2006–2010 

(d) Percent of change in district fund balance between 2001–2005 compared to 2006–

2010 

2. How did the ten districts with the lowest and highest target revenue adjust expenditures 

between 2006 and 2010? 

A pre–post case study was used to address these questions.  The research focused on the 

ten highest and ten lowest target revenue school districts within the Educational Service Center 

Region X area.  Each of the 20 school districts were isolated and studied as a unit of analysis 

within its own context.  Then a comparative review of the individual districts was used to 

establish an overall regional representation.  

A triangulation of data was formed from collected information retrieved from official 

documents, archival records, and key informants.  Two analytic strategies defined the priorities 

of what was analyzed.  First, I relied on the theoretical proposition that freezing school district 

funding would negatively impact the district’s ability to offer services.  Secondly, I utilized both 

quantitative and qualitative data to statistically and mathematically describe, while at the same 

time enhance data with hidden meanings.  Additionally, the study used a cross-unit synthesis 

analytic technique to evaluate each district’s average data five years before and five years after 

the implementation of target revenue. 
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Table 9 

District’s Maintenance and Operations Tax Rates 

 2001- 
2002 

2002- 
2003 

2003- 
2004 

2004- 
2005 

2005- 
2006 

2006- 
2007 

2007- 
2008 

2008- 
2009 

2009- 
2010 

2010- 
2011 

Avalon $1.36 $1.28 $1.29 $1.35 $1.43 $1.31 $1.04 $1.17 $1.17 $1.17 
Boles $1.19 $1.46 $1.46 $1.46 $1.50 $1.37 $1.17 $1.17 $1.17 $1.17 
Commerce $1.41 $1.50 $1.50 $1.50 $1.50 $1.37 $1.04 $1.04 $1.04 $1.17 
Coppell $1.47 $1.50 $1.50 $1.50 $1.50 $1.37 $1.04 $1.04 $1.04 $1.17 
Dodd City $1.37 $1.37 $1.37 $1.37 $1.50 $1.37 $1.04 $1.04 $1.04 $1.04 
Frisco $1.16 $1.24 $1.28 $1.28 $1.32 $1.21 $0.96 $1.00 $1.00 $1.00 
Highland Park $1.50 $1.50 $1.50 $1.50 $1.45 $1.29 $0.98 $1.00 $1.01 $1.01 
Honey Grove $1.34 $1.37 $1.37 $1.37 $1.42 $1.30 $0.99 $1.03 $1.04 $1.04 
Lovejoy $1.49 $1.45 $1.50 $1.50 $1.50 $1.37 $1.04 $1.04 $1.06 $1.06 
McKinney $1.41 $1.47 $1.50 $1.50 $1.50 $1.37 $1.04 $1.04 $1.04 $1.04 
Plano $1.44 $1.47 $1.50 $1.50 $1.50 $1.33 $1.02 $1.04 $1.04 $1.04 
Pottsboro $1.44 $1.50 $1.44 $1.44 $1.44 $1.28 $1.04 $1.04 $1.04 $1.04 
Prosper $1.37 $1.45 $1.50 $1.50 $1.50 $1.37 $1.17 $1.17 $1.15 $1.13 
Quinlan $1.34 $1.34 $1.36 $1.41 $1.42 $1.30 $1.04 $1.04 $1.04 $1.04 
Rockwall $1.50 $1.50 $1.50 $1.50 $1.50 $1.33 $1.04 $1.04 $1.04 $1.04 
Savoy $1.50 $1.50 $1.50 $1.50 $1.50 $1.37 $1.04 $1.04 $1.04 $1.04 
Scurry-Rosser $1.48 $1.50 $1.50 $1.50 $1.50 $1.37 $1.04 $1.04 $1.04 $1.04 
Sunnyvale $1.30 $1.35 $1.47 $1.45 $1.45 $1.32 $1.00 $1.02 $1.02 $1.02 
Whitewright $1.46 $1.46 $1.46 $1.46 $1.46 $1.46 $1.14 $1.14 $1.17 $1.17 
Wolfe City $1.35 $1.38 $1.43 $1.43 $1.43 $1.31 $1.13 $1.13 $1.13 $1.13 
Note: Eleven of the 20 districts in the study were at the state maximum M&O tax rate of $1.50 in 
2005-2006 school year. 
 

Discussion of Results 

Research Question 1 

 Research Question 1 asked how the rate of change in total district funding between 2001–

2005 compares to 2006–2010 for the ten lowest and highest target revenue school districts.  

 School district funding in Texas is a shared responsibility between the local school 

district and the state.  Although there are many factors that determine the actual funding 

amounts, the two primary sources are from local ad valorem property taxes and state aid 

appropriations.  Districts can also collect revenue from federal sources, grants, donations, facility 
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rentals, and other fees.  Prior to House Bill 1 (2006), the state’s funding share had declined to 

33%, while the local funding share increased to 55% and federal sources increased to11%.  

Following the implementation of the Public School Finance and Property Tax Relief Act, by the 

2008–2009 school year, the state’s share grew to 42%, while the local school district share 

decreased to 48% and federal sources to 10%.  In order to determine the rate of change in total 

district funding, I collected general fund revenue data for each district and year in the study.  I 

used the natural logarithm function to calculate the rate of change in district funding between 

2001–2005 and 2006–2010.  The resulting annual percentage rate of change for 2001–2005 was 

then compared to the result of 2006–2010.   

As reflected in Table 10, 14 districts in the study (Commerce, Coppell, Dodd City, 

Frisco, Honey Grove, McKinney, Lovejoy, Plano, Pottsboro, Rockwall, Savoy, Scurry-Rosser, 

Whitewright, and Wolfe City) showed a lower annual percentage rate of change between 2006–

2010 than was experienced between 2001–2005.  Two of the study districts, Highland Park and 

Quinlan, had a slight increase in their percentage rate of change in funding between 2006–2010 

compared to 2001–2005.  Prior to target revenue funding, Highland Park ISD had a maintenance 

and operations (M&O) tax rate of $1.45 and had been able to maintain its level of revenue 

through tax increases.  By 2010–2011, Highland Park was at $1.01 M&O tax rate and had the 

capability to increase an additional three cents before requiring a Tax Ratification Election 

(TRE).  Similarly, Quinlan ISD had a M&O tax rate of $1.42 prior to 2006, which was eight 

cents below the state cap.  In the 2006–2007 and 2007–2008 school years combined, the district 

was able to increase its M&O tax rate a total of nine cents for a new compressed rate of $1.04.  

The nine-cent tax increase allowed the district to maintain an average annual rate of change of 

less than one percent in total general fund revenue between 2006 and 2010. 
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Table 10 

Rate of Change in Total District Funding Between 2001–2005 and 2006–2010 

 2001-2005 2006-2010 Difference 
Avalon 1.47% 7.62% 6.16% 
Boles -0.10% 4.92% 5.02% 
Commerce 2.11% -0.37% -2.48% 
Coppell 3.91% 1.20% -2.70% 
Dodd City 4.76% 1.67% -3.09% 
Frisco 15.63% 8.92% -6.71% 
Highland Park 2.62% 2.71% 0.09% 
Honey Grove 3.28% -0.85% -4.13% 
Lovejoy 12.36% 10.79% -1.57% 
McKinney 9.10% 2.78% -6.32% 
Plano 3.02% 1.11% -1.90% 
Pottsboro 3.01% -0.01% -3.02% 
Prosper 11.07% 14.23% 3.16% 
Quinlan -0.04% 0.22% 0.26% 
Rockwall 8.05% 3.61% -4.44% 
Savoy -0.98% -1.14% -0.16% 
Scurry-Rosser 3.55% 0.44% -3.11% 
Sunnyvale 8.14% 12.68% 4.54% 
Whitewright 3.81% -0.47% -4.29% 
Wolfe City 3.01% 2.99% -0.03% 
 

As illustrated in Table 10, the remaining four districts in the study had a larger rate of 

change between 2006–2010 than they had between 2001–2005.  However, of these four districts, 

three (Avalon, Boles, and Prosper) passed a TRE to increase their funding levels between 2006–

2010.  In addition to the district’s TRE for 13 cents, Avalon increased their M&O tax rate by 

four cents in 2006–2007 and five cents in 2007–2008.  Boles and Prosper were both at the state 

maximum M&O tax rate of $1.50 in 2005–2006.  Both districts increased their taxes by four 

cents in 2006–2007 and held a successful TRE for 13 cents in 2007–2008. 

Sunnyvale ISD, however, had a significant increase in student enrollment and increased 

taxes between 2006–2010 school years.  The district averaged an annual enrollment growth rate 

of 4.06% prior to target revenue.  Between 2006 and 2010, Sunnyvale’s enrollment increased an 
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average annual rate of 16.71%, thereby more than doubling its number of students during the 

five year period.  Furthermore, Sunnyvale increased its M&O tax rate during this period by an 

additional six cents.  Prior to 2006, Sunnyvale ISD had a M&O tax rate of $1.45.  Its 2006 

compressed tax rate would have been $1.28, but the district increased it by four cents.  In 2007, 

the second year of tax compression, the district increased its M&O tax rate by an additional two 

pennies for a total M&O tax rate of $1.02. 

Averaging the data from all 20 districts in the study, as a region, there was an average 

annual increase of 4.89% in total general fund revenue and a seven cent tax increase between the 

2001 and 2005 school years.  Between the 2006 and 2010 school years, the average annual 

general fund revenue increase was 3.65% with a ten cent tax increase.  This comparison is 

illustrated in Figure 2.  Between 2001 and 2005, local school boards had the discretion to 

increase their M&O tax rate up to the state cap of $1.50.  As a region, the 2001–2002 M&O tax 

rate was $1.39 and by 2005–2006, the rate was increased to $1.47.  Following the fund freeze 

and tax reduction in 2006, school boards were only allowed to increase taxes up to $1.04. With 

voter approval, districts were able to increase taxes an additional 13 cents or a maximum of 

$1.17.  As a region, the compressed tax rate was $0.98. From 2006 to 2010, the region increased 

the tax rate to $1.08 or ten cents. In order to tax four pennies above $1.04, would require voter 

approval.  

Although there was a greater increase in tax effort between 2006 and 2010 for the region, 

Figure 2 shows a lower average annual rate of change in total general fund revenue compared to 

the 2001-2005 time period.  The increased tax effort between 2006 and 2010 did not 

subsequently compensate for the lost revenue from the funding freeze.  The data indicates a 

decrease in the benefit from the various Tier I program weights and allotments that were a part of 

127 



 

the funding formula prior to the funding freeze.  Additionally, any benefit from increased 

property valuation was not realized following the funding freeze because it was offset 

equivalently by state aid.      

 

Figure 2.  Regional average annual increase in total general fund revenue 

Research Question 1 (a) 

 Research Question 1 (a) asked to compare the total revenue at the per-student level 

between 2001–2005 compared to 2006–2010.   

 School district revenue is considered the funds that are available in a given school year to 

be spent.  Using each school district’s annual total general fund revenue and average daily 

attendance (ADA), I was able to calculate a district’s annual revenue per ADA.  I divided each 

district’s yearly average daily attendance (ADA) into the district’s annual total general fund 

revenue.  The per ADA revenue amounts for each district where compared between 2001–2005 

and 2006–2010 on their rate of change prior to and following implementation of target revenue.  

I used the natural logarithm function to calculate the rate of change in per ADA revenue. 
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Table 11 

Rate of Change in Total General Fund Revenue per ADA 

 2001-2005 2006-2010 Difference 
Avalon 2.84% 3.00% 0.15% 
Boles 3.46% 4.46% 1.00% 
Commerce 2.62% 0.54% -2.08% 
Coppell 3.00% 0.63% -2.38% 
Dodd City 2.22% 0.31% -1.91% 
Frisco 0.50% -0.16% -0.67% 
Highland Park 0.91% 1.40% 0.49% 
Honey Grove 3.76% 1.52% -2.24% 
Lovejoy 0.96% 1.11% 0.15% 
McKinney 1.74% -0.11% -1.85% 
Plano 1.24% 0.21% -1.03% 
Pottsboro 3.46% 0.97% -2.49% 
Prosper 0.48% 0.98% 0.50% 
Quinlan 1.52% 1.12% -0.40% 
Rockwall 2.77% 0.93% -1.84% 
Savoy 1.72% -0.56% -2.28% 
Scurry-Rosser 1.24% -0.32% -1.56% 
Sunnyvale 4.27% -2.20% -6.47% 
Whitewright 1.91% 0.21% -1.70% 
Wolfe City 1.95% 2.78% 0.84% 
 

As shown in Table 11, there were 14 school districts in the study (Commerce, Coppell, 

Dodd City, Frisco, Honey Grove, McKinney, Plano, Pottsboro, Quinlan, Rockwall, Savoy, 

Scurry-Rosser, Sunnyvale, and Whitewright) that had an average annual percentage decrease in 

per ADA funding between 2006–2010 under target revenue as compared to their average annual 

percentage per ADA funding between 2001–2005.  For the five-year period prior to target 

revenue, these 14 districts as a group averaged a per ADA increase in revenue of $817.  For the 

five years following target revenue, these 14 districts as a group averaged only $83 increase in 

revenue per ADA.  This difference in average revenue per ADA is illustrated in Table 12. 
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Table 12 

Five Year Average Change in Total General Fund Revenue per ADA 

 2001-2005 2006-2010 Difference 
Avalon  $1,149   $1,430   $281  
Boles  $1,280   $2,198   $917  
Commerce  $879   $212   -$668 
Coppell  $954   $247   -$707 
Dodd City  $916   $135  -$782 
Frisco  $182   -$66  -$248 
Highland Park  $328   $563   $235  
Honey Grove  $1,387   $729   -$658 
Lovejoy  $363   $514   $151  
McKinney  $552   -$40  -$592 
Plano  $435   $83  -$353 
Pottsboro  $1,285   $448   -$837 
Prosper  $186   $483   $297  
Quinlan  $493   $425   -$69 
Rockwall  $916   $357   -$559 
Savoy  $623   -$255  -$877 
Scurry-Rosser  $472   -$133  -$605 
Sunnyvale  $1,602   -$1,077  -$2,679 
Whitewright  $735   $97   -$638 
Wolfe City  $740   $1,221   $482  
Average $774 $378 -$395 
 
 There were six school districts in the study that had an average annual increase in per 

ADA funding between 2006–2010 compared to 2001–2005.  These six districts fell into one of 

two categories.  

1. The district had a Tax Ratification Election (TRE) following the implementation of 

target revenue (Avalon, Boles, Lovejoy, Prosper, and Wolfe City); or 

2. The district had an M&O tax rate less than $1.45 in 2005–2006, prior to the 

implementation of target revenue (Highland Park and Wolfe City). 

For both categories, the school districts were able to increase their M&O tax rate to increase their 

revenue per ADA following the implementation of target revenue.  Wolfe City ISD fell into both 
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categories.  Prior to target revenue, Wolfe City ISD had a M&O tax rate of $1.43.  In 2006, 

districts were required to cut their M&O tax by 11.33%, which would have given Wolfe City a 

new M&O tax rate of $1.27.  However, the law also allowed each district to levy up to four 

additional cents for local enrichment funds.  Wolfe City ISD levied the four enrichment pennies; 

therefore, its 2006 M&O tax rate was $1.31.  In 2007, districts were required to cut their 2005 

M&O tax rate by 33.33%.  Wolfe City would have had a M&O tax rate of $0.99, which includes 

the four cents for enrichment they added the prior year.  However, Wolfe City ISD held a tax 

ratification election to increase its M&O tax rate an additional 14 cents for 2007–2008. 

Seventy percent of the school districts in the study averaged a reduction in per ADA 

revenue following the implementation of target revenue funding.  For the approximately 30% of 

districts that increased their average per ADA revenue funding between the 2006–2010 school 

years, the districts raised taxes above their compressed tax rate.  Averaging the data from the 

study districts as a region, for the five years prior to the fund freeze, the average increase in total 

general fund revenue per ADA was 2.13%.  Following the funding freeze, the five-year average 

dropped to 0.84%.  Figure 3 illustrates the regional average annual increase in total general fund 

revenue per ADA.  Additionally, Table 12 shows the average of all the districts in the study, as a 

region. Between 2001 and 2005, the region increased its general fund revenue per ADA by $774. 

However, between 2006 and 2010, the region only increased its general fund revenue by $378 

per ADA. 

The revenue per ADA data from this research question supports the findings from 

research question 1.  When school districts were frozen to a revenue target between 2006 and 

2010, they lost the benefit from the various Tier I program weights and allotments that were a 

part of the funding formula prior to the funding freeze.  Consistent with research question 1, the 
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revenue per ADA data also supports the district’s lost benefit from increased property valuation 

following the funding freeze due to being equally offset by state aid funds.  

 

Figure 3.  Regional average annual increase in total general fund revenue per ADA 

Research Question 1 (b) 

 Research Question 1 (b) asked to compare the total district expenditures per-student 

between 2001–2005 to 2006–2010. 

 Expenditure per-student is a measure that indicates the overall cost to educate each 

student in a district.  To calculate expenditure per-student, I divided the total expenditures for a 

school district by the number of students in average daily attendance (ADA).  I collected the total 

general fund expenditures reported by each school district in the study for each of the study 

years.  A school district’s general fund expenditures are for all of the daily operational costs to 

run the school district.  These costs would include such items as salaries for teachers and district 

staff, supplies and materials, utilities, transportation, fuel for vehicles, insurance, building 

maintenance and upkeep, technology and communications, and general district and campus 

administration.  For Chapter 41 school districts or districts that pay recapture, these payments 
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were not included in their total general fund expenditures.  Additionally, large capital outlay 

expenditures that were funded by Maintenance and Operation funds were excluded.  These 

capital outlay expenses were coupled with M&O bond sales, tax notes, or loans that are repaid 

over time through M&O funds.  However, the repayment of these loans was included in the 

expenditure per-student calculation.  Furthermore, I used each district’s yearly average daily 

attendance (ADA) to calculate the expenditure per-student for each study year. 

Table 13 

Five Year Average Expenditure per ADA 

 2001-2005 2006-2010 Difference 
Avalon  $9,173   $9,163   -$10 
Boles  $7,606   $9,833   $2,227  
Commerce  $6,173   $8,066   $1,893  
Coppell  $6,316   $7,677   $1,361  
Dodd City  $7,214   $8,772   $1,558  
Frisco  $7,193   $7,823   $630  
Highland Park  $6,813   $7,859   $1,046  
Honey Grove  $7,237   $9,493   $2,256  
Lovejoy  $7,871   $9,141   $1,270  
McKinney  $6,283   $7,431   $1,148  
Plano  $7,032   $7,795   $763  
Pottsboro  $7,553   $9,486   $1,933  
Prosper  $6,767   $8,293   $1,526  
Quinlan  $6,255   $7,212   $957  
Rockwall  $6,349   $7,567   $1,218  
Savoy  $7,617   $9,235   $1,618  
Scurry-Rosser  $7,558   $8,355   $797  
Sunnyvale  $7,932   $9,527   $1,595  
Whitewright  $7,768   $9,140   $1,372  
Wolfe City  $7,428   $9,369   $1,941  
Average $7,207 $8,562 $1,355 
 
 I averaged the expenditure per ADA between 2001–2005 and compared it to the average 

expenditure per ADA between 2006–2010.  As illustrated in Table 13, all school districts in the 

study, except for Avalon ISD, had an increase in average expenditure per ADA between 2006–
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2010 as compared to 2001–2005.  On average, Avalon ISD spent ten dollars less per ADA 

between 2006–2010 than the district averaged between 2001–2005.  During the 2001 to 2005 

time frame, Avalon ISD depleted its fund balance from just over a million dollars in 2001 to a 

negative $40,111 in 2005.  This infusion of funds increased the district’s average expenditure per 

ADA between 2001–2005 by over $1,200 per year.  Whereas, between 2006–2010, the district 

rebuilt its fund balance from a negative $40,111 in 2005 to $823,773 in 2010. 

Table 14 

Rate of Change in Total General Fund Expenditure per ADA 

 2001-2005 2006-2010 Difference 
Avalon 3.66% 1.88% -1.78% 
Boles 3.32% 2.30% -1.03% 
Commerce 1.19% 1.04% -0.15% 
Coppell 3.43% 0.18% -3.24% 
Dodd City 1.91% -0.19% -2.10% 
Frisco 1.56% 1.34% -0.22% 
Highland Park 0.08% 1.97% 1.89% 
Honey Grove 4.24% 0.59% -3.65% 
Lovejoy 3.03% 0.94% -2.08% 
McKinney 0.23% 1.35% 1.12% 
Plano 0.90% 0.19% -0.71% 
Pottsboro 3.03% 0.43% -2.59% 
Prosper -3.32% 3.72% 7.04% 
Quinlan -0.33% 2.79% 3.12% 
Rockwall 2.99% 0.48% -2.50% 
Savoy 2.75% 2.62% -0.13% 
Scurry-Rosser 2.82% 1.24% -1.57% 
Sunnyvale 0.67% 0.73% 0.07% 
Whitewright 3.44% -0.11% -3.55% 
Wolfe City -1.07% 3.34% 4.42% 
 
 However, as presented in Table 14, when I compared the average rate of change in 

expenditure per ADA between 2001–2005 compared to 2006–2010, 14 school districts had a 

decrease between 2006–2010.  Only Highland Park, McKinney, Prosper, Quinlan, Sunnyvale, 

and Wolfe City showed an increase in average rate of change in expenditure per ADA between 
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2006–2010.  These six school districts with an average rate of change increase in expenditure per 

ADA between 2006–2010 fell into one of the following categories: 

1. The district had a Tax Ratification Election (TRE) following the implementation of 

target revenue (Prosper and Wolfe City), 

2. The district had an M&O tax rate less than $1.45 in 2005–2006, prior to the 

implementation of target revenue (Highland Park, Quinlan, Sunnyvale, and Wolfe 

City); or 

3. The district used fund balance to operate a deficit budget between 2006–2010 

(McKinney and Sunnyvale).  

Each of these six school districts with an increased average rate of change in expenditure 

per ADA between 2006–2010 was able to fund the additional expenditures by either increasing 

taxes or dipping into fund balance.  Districts that fell into category one and two increased their 

taxes, which directly increased revenue under the target revenue hold harmless system.  Districts 

that fell into category three temporarily increased expenditures over revenues by funding the 

overage from the district’s savings account or fund balance.  Dependence on the district’s fund 

balance to finance increased expenditures is not a long term sustainable funding solution.  If 

overused, this method of financing expenditures can deplete the district’s fund balance and 

possibly lead to the district’s financial exigency. 

 Seventy percent of the school districts in Region X had a decrease in the average rate of 

change in expenditure per ADA following the implementation of target revenue funding.  For the 

30% of districts that increased their average rate of change in expenditures per ADA between 

2006–2010 school years, they either raised taxes above their compressed tax rate or relied upon 

fund balance to cover the increase costs.  As shown in Table 13, there was an average increase in 
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the region for expenditures per ADA of $1,355 during 2006-2010 over 2001-2005. However, 

prior to target revenue funding, on average as a region, expenditures per ADA had an annual rate 

of change increase of 1.73%.  Whereas, following the funding freeze, the regional average 

annual rate of change per ADA expenditure decreased to 1.34%.  The decline in the average 

annual rate of change per ADA expenditure is shown in Figure 4. 

 

Figure 4.  Regional average annual rate of change in expenditure per ADA 

 The reduction in the annual rate of change in school district spending per ADA is 

consistent with the findings in the previous two research questions regarding revenue.  Because 

revenue was frozen to the district’s 2005-2006 level of funding per-student (the district’s revenue 

target), between 2006 and 2010 school districts had to reduce spending, raise taxes, or use fund 

balance.  

Research Question 1 (c) 

 Research Question 1 (c) asked to compare the percent change between revenue per ADA 

versus revenue per WADA between 2001–2005 compared to 2006–2010.   
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Average Daily Attendance (ADA) is the number of days each student is in attendance out 

of the number of instructional days in the school year.  School district’s funding is predicated on 

student attendance; therefore, the higher a district’s ADA percentage, the more funding the 

district receives.  Likewise, when students are absent from school, the district receives less 

funding.  Prior to target revenue, a district’s Tier I entitlement was calculated using the district’s 

ADA.  A district’s Tier I entitlement started with the basic allotment and included an adjustment 

for the cost to educate students in different parts of the state, called cost of education index 

(CEI); whether the district is small or midsized; and the sparsity of the district’s population.  

Additionally, a district’s Tier I entitlement included program allotments that are based on the 

ADA of students enrolled in each of the various programs.  These allotments were included for 

programs like special education, career and technical education, bilingual/ESL, gifted and 

talented, and transportation. 

 Weighted Students in Average Daily Attendance (WADA) is an adjusted student count in 

which weights are applied to students enrolled in special educational services.  The WADA 

funding calculation starts with the Tier I entitlement and reduces it by the following allotments: 

transportation, new instructional facility, Texas virtual school network, and high school.  

Additionally, the Tier I entitlement is further reduced by 50% of the cost of education index 

(CEI).  The remaining adjusted Tier I entitlement is then divided by the district’s basic allotment 

to yield a district’s WADA.  This method of calculating WADA utilizes the various program 

allotments to “weight” a district’s ADA.  This weighting process recognizes an increased cost for 

providing special educational services for these programs and includes additional funding for 

students enrolled.  Therefore, WADA will be higher in districts with more students enrolled into 
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special educational programs or where there are a higher number of economically disadvantaged 

students. 

 I averaged the revenue per ADA and revenue per WADA for each of the 20 study 

districts for the period between 2001–2005 and 2006–2010.  Further, I determined the percentage 

change between revenue per ADA to revenue per WADA for each of these time periods.  The 

larger the percentage change between revenue per ADA and revenue per WADA, the more the 

Tier I weighted program allotments contribute to a district’s overall funding.  Likewise, the 

lower the percentage change, the less Tier I weighted program allotments contribute to a 

district’s overall funding.  As presented in Table 15, for the 20 districts in the study, 14 

decreased the percentage change between revenue per ADA to revenue per WADA between 

2006–2010.  The decrease in percentage change would indicate that the Tier I weighted program 

allotments were having a smaller impact in district funding.  

 Of the school districts that showed a larger percentage increase between 2006–2010 over 

2001–2005, five of the districts had less than a one percent change.  Only Savoy ISD showed a 

larger percent change between revenue per ADA and revenue per WADA between 2006–2010 

over 2001–2005, nearly reaching 3% difference.  Between 2001–2005, Savoy was declining in 

enrollment around 3% per year.  During this same time period, the district’s ADA was dropping 

around 2.7% per year compared to WADA dropping 1.1% per year.  This means the difference 

between ADA and WADA was decreasing.  However, between 2006–2010 the district’s 

declining enrollment slowed to an average of around 1% per year.  During the time period 

between 2006–2010, ADA was dropping by approximately 0.5% per year while WADA was 

dropping by approximately 1.5% per year.  Therefore, the difference between ADA and WADA 
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was increasing, but it was because WADA was falling at a faster rate than the district’s ADA 

between 2006–2010.  

Table 15 

Revenue per ADA and Revenue per WADA 

 2001-2005 2006-2010 

 
ADA 

(AVG) 
WADA 
(AVG) %Change 

ADA 
(AVG) 

WADA 
(AVG) %Change 

Avalon $8,386   $4,523  85.40%  $9,797   $5,538  76.91% 
Boles $7,823   $4,468  75.10%  $9,634   $5,727  68.24% 
Commerce $6,809   $4,653  46.35%  $7,668   $5,303  44.58% 
Coppell $6,429   $5,686  13.08%  $7,767   $6,835  13.62% 
Dodd City $8,238   $4,813  71.17%  $8,926   $5,414  64.86% 
Frisco $7,251   $6,345  14.27%  $8,092   $7,072  14.41% 
Highland Park $7,066   $6,232  13.38%  $8,216   $7,327  12.13% 
Honey Grove $7,449   $4,513  65.04%  $9,871   $5,956  65.74% 
Lovejoy $8,554   $6,762  26.50%  $9,220   $8,250  11.76% 
McKinney $6,492   $5,365  21.01%  $7,626   $6,321  20.64% 
Plano $7,026   $5,775  21.67%  $7,908   $6,453  22.55% 
Pottsboro $7,689   $5,483  40.24%  $9,213   $6,662  38.28% 
Prosper $7,746   $5,987  29.39%  $10,458   $9,057  15.47% 
Quinlan $6,255   $4,454  40.44%  $7,671   $5,477  40.07% 
Rockwall $6,780   $5,701  18.93%  $7,763   $6,518  19.09% 
Savoy $7,666   $4,484  70.97%  $9,095   $5,232  73.83% 
Scurry-Rosser $7,701   $4,941  55.85%  $8,273   $5,314  55.70% 
Sunnyvale $8,059   $5,642  42.85%  $9,554   $7,030  35.90% 
Whitewright $7,669   $4,798  59.83%  $9,207   $5,809  58.48% 
Wolfe City $7,650   $4,572  67.33%  $9,083   $5,608  61.96% 
Average $7,437 $5,260 41.39% $8,752 $6,345 37.93% 

 
 Using the study districts as a representation of the region, 95% of the school districts in 

Region X would have less than a 1% change between revenue per ADA to revenue per WADA 

following the implementation of target revenue funding.  For the approximate 5% of districts that 

increased their percent change between revenue per ADA to revenue per WADA between 2006–

2010 school years, these districts experienced irregular student growth prior to or following 

target revenue.  As a region, between 2001–2005, the average percentage change between 
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revenue per ADA to revenue per WADA was 41.39%; whereas, between 2006–2010 the average 

was 37.93%.  The decline in the average percentage change, as illustrated in Figure 5, 

demonstrates how Tier I weighted program allotments have a decreasing contribution to a 

district’s overall funding following the funding freeze. 

  

Figure 5.  Regional average percentage change between revenue per ADA to revenue per 

WADA 

Research Question 1 (d) 

Research Question 1 (d) sought to view the percent of change in district fund balance between 

2001–2005 compared to 2006–2010. 

 Texas school districts track their assets and liabilities through a method of fund 

accounting.  This method segregates resources into categories or funds to identify both the 

source and the use of the funds.  A district’s General Fund is the primary account used for all 

district financial resources, except those required to be accounted for in a special or distinct fund. 

The accumulated financial resources or equity that is built within the General Fund is called the 

fund’s balance.  Therefore, the General Fund balance is the remaining value from the difference 
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between a district’s financial resources and its financial obligations within the General Fund 

account. 

 A fund balance is often thought of as a savings account or a rainy day fund.  However, 

this is a misconception for the significance the fund balance role has in a school district’s 

financial vitality.  According to the Texas Association of School Business Officials (TASBO, 

2012), a district’s fund balance is needed to cover the following needs: 

• Cover short-term liquidity issues including: 
o the timing of collections of property taxes (this primary revenue source is 

delayed until on or about the month of January in each calendar year) 
o delays in earned state aid cash flows, including overall delays in Foundation 

School Program state aid cash flows relative to earned amounts for average 
daily attendance 

o delay in the August FSP payments which some legislatures have used to 
balance the cash-basis budget for a biennium 

• Pay for one-time expenses for equipment and facilities when debt financing is not a 
preferred or viable option 

• Cover unanticipated costs for emergencies and other contingencies that vary from the 
original budget plan 

• Earn a higher bond rating, in order to achieve lower interest rates, lower long-term 
borrowing costs, and decrease the number of years needed to pay-off a bond issue 

• Cover unanticipated changes to local revenue sources, including changes resulting 
from taxable property valuation protests by businesses that have local or global 
going-concern issues. This factor has increased importance after the 82nd legislature 
removed the FSP state aid hold harmless for significant decreases in local taxable 
property valuations 

• Cover uncertainties at the state level involving the appropriation to be made by the 
legislature for public education, including the elimination of funding for specific 
programs or grants, and overall decreases in funding levels for the FSP, as observed 
in the 82nd Legislative session in 2011 

• Generate interest earnings (although not significant in this era of low interest rates) 
that can be used to maintain or enhance programs, or support the operating budget  

(p. 1) 
 

The Texas Education Agency (TEA) recommends school districts maintain in their fund balance 

at least two-and-a-half months of expenses in addition to enough funds to cover projected cash 

flow deficits.  Most school districts attempt to maintain approximately 25% of the district’s 

annual General Fund budget in fund balance. 
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Table 16 

Five Year Average District Fund Balance per ADA 

 2001-2005 2006-2010 % Change 
Avalon $2,530 $1,650 -34.8% 
Boles $255 $295 15.8% 
Commerce $2,154 $2,676 24.2% 
Coppell $1,391 $3,017 116.9% 
Dodd City $4,658 $6,579 41.2% 
Frisco $980 $1,397 42.6% 
Highland Park $2,305 $3,019 30.9% 
Honey Grove $1,393 $2,676 92.2% 
Lovejoy $8,129 $2,836 -65.1% 
McKinney $1,443 $2,380 64.9% 
Plano $2,079 $2,656 27.7% 
Pottsboro $2,301 $1,865 -18.9% 
Prosper $2,555 $6,515 155.0% 
Quinlan $274 $2,474 803.0% 
Rockwall $1,462 $2,409 64.8% 
Savoy $2,174 $2,635 21.2% 
Scurry-Rosser $3,800 $3,301 -13.1% 
Sunnyvale $6,251 $7,130 14.1% 
Whitewright $2,377 $3,301 38.8% 
Wolfe City $1,047 $2,959 182.5% 
Average $2,478 $3,088 24.6% 

 
As presented in Table 16, 16 of the study districts had a larger average increase in fund 

balance per ADA between 2006–2010 than 2001–2005.  The other four school districts (Avalon, 

Lovejoy, Pottsboro, and Scurry-Rosser) had a decline in their average fund balance per ADA 

between 2006–2010 as compared to 2001–2005.  The four districts with a decrease in fund 

balance per ADA between 2006–2010 compared to 2001–2005 fell into two categories:  

1. The district utilized their fund balance between 2006–2010 to offset district 

expenditures (Lovejoy, Pottsboro, and Scurry-Rosser); or 

2. The district had a large fund balance between 2001–2005 and depleted it, but was not 

able to rebuilt the fund balance to the same level between 2006–2010 (Avalon). 
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Lovejoy ISD had built their fund balance between 2001–2005 to prepare for the opening 

of their secondary program.  In 2001–2002, Lovejoy had a fund balance of just over five million 

dollars or around $7,000 per ADA.  The district’s fund balance in 2001–2002 was 95% of annual 

revenues and 90% of annual expenditures.  The district increased their fund balance by the start 

of the 2005–2006 school year by 50% to just over $10 million or around $10,000 per ADA. 

During the opening of the district’s secondary program, from the 2005–2006 school year to the 

2007–2008 school year, Lovejoy used around $5.3 million out of fund balance.  The district’s 

fund balance had dropped to $2,507,868 or $1,950 per ADA in 2007–2008.  The district’s fund 

balance in 2007–2008 was 22% of annual revenues and 21% of annual expenditures. 

Between 2001–2005, Pottsboro ISD had a consistent yearly fund balance averaging 

$2,301 per ADA.  In the 2006–2007 school year, Pottsboro ISD had increased their fund balance 

to over $3.7 million or $2,941 per ADA.  The district’s 2006–2007 fund balance was 33% of 

annual revenue and 34% of annual expenditures.  During the 2008–2009 school year, the district 

utilized $1.7 million from fund balance for capital improvements.  The district used another 

$621,693 of fund balance the following school year to complete the capital improvements.  

Pottsboro concluded the 2009–2010 school year with a fund balance of $1,036,261 or $874 per 

ADA.  Pottsboro’s 2009–2010 fund balance was 10% of annual revenues and 9% of annual 

expenditures. 

As shown in Table 16, Scurry-Rosser ISD had a $500 or 13.1% decrease in their average 

fund balance per ADA in 2006–2010 as compared to 2001–2005.  Between 2001–2005, Scurry-

Rosser maintained a fund balance averaging around 50% of annual revenues and expenditures, 

peaking at $3,461,608 in 2003–2004.  However, between 2006–2010, the district had a deficit 

budget in three of the five years (2007–2008, 2009–2010, and 2010–2011).  By the 2010–2011 
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school year, the district’s fund balance declined to $2,384,545 or $2,735 per ADA. For the 2010–

2011 school year, the district’s fund balance was 32% of annual revenue and 34% of annual 

expenditures. 

In the 2001–2002 school year, Avalon ISD had a fund balance of $1,023,644 or $4,530 

per ADA. This fund balance amount represented 60% of the district’s annual revenue and 58% 

of its annual expenditures.  However, by the 2006–2007 school year, Avalon had depleted its 

fund balance to a negative $40,111.  Following the implementation of target revenue and a 

successful TRE, Avalon ISD was able to restore its fund balance between 2006–2010 to 

$823,773 or $2,918 per ADA in 2010–2011.  The 2010–2011 fund balance represented 28% of 

annual revenue and 31% of its annual expenditures. 

 

Figure 6.  Five year regional average fund balance per ADA 

 Using the study districts as a representation of the region, four out of five or 80% of the 

school districts in Region X increased their fund balance following the implementation of target 

revenue funding.  For the 20% of districts that had a reduction in their average annual fund 

balance between 2006–2010, these districts used their fund balance to offset expenditures.  For 

the five years prior to the funding freeze, the region averaged an annual fund balance of $2,478 
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per ADA.  Following the funding freeze, the five-year regional average increased by 24.6% or 

$3,088 per ADA.  Figure 6 shows the five year average in fund balance across the study districts 

between 2001–2005 compared to 2006–2010. 

Research Question 2 

How did the ten districts with the lowest and highest target revenue adjust expenditures between 

2006 and 2010? 

 The day-to-day operations of a school district are primarily funded out of the district’s 

General Fund.  These expenses most commonly include such things as payroll, library and media 

services, curriculum and instruction, instructional leadership, school leadership, guidance 

counseling, health services, student transportation, cocurricular and extracurricular activities, 

general administration, plant maintenance and operations, security services, technology and data 

services, and community services.  School districts report expenses for these categories by 

function code.  The function code is a mandatory two-digit code that identifies the purpose of the 

expenditure or expense.  Table 17 identifies the most common function codes used by the 20 

school districts in the study. 

 I averaged the per ADA expenditure for each of the study districts at the time of the 

funding freeze, by function code, for the 2005–2006 and 2006–2007 school years.  This two-year 

per ADA average expenditure at the time of the funding freeze was then compared with the two-

year average per ADA expenditure, by function code, for 2009–2010 and 2010–2011 at the end 

of the study period.  This data is presented in Table 18 grouped by the ten districts with the 

lowest and ten districts with the highest target revenues.   
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Table 17 
 
Texas Education Agency – Financial Accounting and Reporting 
 
Function Code Title Description 

11 Instruction For activities that deal directly with the interaction between teachers and 
students (p. 295) 

12 Instructional Resources 
and Media Services 

Directly and exclusively used for resource centers, establishing and 
maintaining libraries and other major facilities dealing with educational 
resources and media (p. 298) 

13 

Curriculum 
Development and 
Instructional Staff 

Development 

Directly and exclusively used to aid instructional staff in planning, 
developing and evaluating the process of providing learning experiences 
for students (p. 301)  

23 School Leadership For expenses that are used to direct and manage a school campus (p. 
305) 

31 Guidance, Counseling 
and Evaluation Services 

Directly and exclusively used for assessing and testing students’ 
abilities, aptitudes and interests; counseling students with respect to 
career and educational opportunities and helping them establish realistic 
goals (p. 307) 

33 Health Services Directly and exclusively used for providing physical health services to 
students (p. 311) 

34 Student (Pupil) 
Transportation 

Used for expense that are incurred for transporting students to and from 
school (p. 313) 

36 Extracurricular 
Activities 

Used for expenses for school-sponsored activities outside of the school 
day (p. 315) 

41 General Administration Used for expenses that are for purposes of managing or governing the 
school district as an overall entity (p. 319) 

51 Facilities Maintenance 
and Operations 

Used for expenses for activities to keep facilities and grounds open, 
clean, comfortable and in effective working condition and state of 
repair, and insured (p. 322) 

52 Security and 
Monitoring Services 

Used for expenses that are for activities to keep student and staff 
surroundings safe, whether in transit to or from school, on campus or 
participating in school-sponsored events at another location (p. 324) 

53 Data Processing 
Services 

Used for expenses for data processing services, whether in-house or 
contracted (p. 326) 

93 

Payments to Fiscal 
Agent/Member 

Districts of Shared 
Services Arrangements 

Used for expenditures that are for (1) payments from a member district 
to a fiscal agent of a shared services arrangement; or, (2) payments from 
a fiscal agent to a member district of a shared services arrangement (p. 
336) 

Note.  Adapted from Texas Education Agency. (2010). Financial accountability system resource 
guide (Update 14, January 2010). Austin, TX: TEA. Retrieved from http://www.tea. 
state.tx.us/WorkArea/linkit.aspx?LinkIdentifier=id&ItemID=2147491750&libID=2147491747 
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Table 18 
 
Difference in Expenditures per ADA between 2005–2007 & 2009–2011 by Function Code 
 
10 Districts with the Lowest Target Revenue 
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11 $243 $561 $429 $696 $815 $591 $584 $665 $573 $375 
12 -$113 -$16 $30 -$1 -$261 -$29 -$86 -$51 $6 -$96 
13 $1 -$2 $12 -$10 -$5 $14 -$8 $18 $15 $4 
23 -$69 $40 $2 $19 $0 $19 $0 $0 $25 -$5 
31 $156 -$92 $131 $55 -$284 $48 $119 -$252 $64 $22 
33 $13 -$58 $68 $22 -$1 $4 -$25 -$12 $19 $57 
34 $123 $196 $15 -$12 $11 $18 $13 $28 -$2 -$4 
36 $86 $62 $73 $221 -$98 $105 $52 $89 -$54 -$7 
41 -$27 -$1 $87 $32 $167 $136 $223 $135 $167 $4 
51 $208 $317 -$16 $145 $119 $44 $200 $36 -$93 $9 
52 $10 $1 $565 $188 $348 $494 $189 $346 $255 $224 
53 -$159 -$12 $20 -$1 $0 $11 -$18 $3 $3 $2 
93 $240 -$93 -$74 $12 $0 $0 $0 $42 $14 $44 

           10 Districts with the Highest Target Revenue 
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11 $317 $662 $536 $899 $538 $298 $669 $1,329 $468 $1,079 
12 -$1 -$28 -$3 -$24 $21 -$54 -$121 -$11 $8 -$33 
13 $15 $26 -$6 -$50 $60 $4 -$1 $49 $29 -$175 
23 $5 $7 $52 $71 -$6 $5 $0 $74 $2 $0 
31 $64 $59 $38 -$12 $80 $43 $74 -$75 $54 $82 
33 $43 $46 $86 $54 $47 $45 $52 $58 -$70 $91 
34 $8 $18 $9 $4 $17 $14 $10 $41 $4 $41 
36 $39 $36 $4 -$88 $49 $36 $44 $23 -$32 $27 
41 $10 $66 $41 $180 $28 $13 -$12 $9 $19 $518 
51 -$2 -$23 $81 $2 -$20 $8 -$8 $38 $7 -$62 
52 $190 $169 $303 -$91 $335 $303 $628 $510 $215 $67 
53 $10 $9 $4 $21 $9 $6 $0 -$14 $15 $0 
93 -$28 -$1 $10 -$107 -$49 -$23 $0 $47 $11 -$10 
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From this analysis, expenditures in function code 12, instructional resources and media services, 

declined in 16 of the 20 study districts.  The decline in expenditures was evenly distributed with 

eight in the highest and lowest target revenue districts.  Expenditures in function code 12 include 

payroll costs for librarians, library aides or assistants, and media or resource center personnel; 

library books, films, videos, and other media; and library supplies.   

In 12 out of the 20 study districts, function code 93, payments to fiscal agent/member 

districts of shared services arrangements, decreased during this period.  Shared services 

arrangements are developed when two or more educational agencies jointly operate a shared 

program to provided services more efficiently.  These types of arrangements are most common 

with special education programs.  Seven out of ten of the highest target revenue districts cut 

expenditures in function code 93, whereas five out of ten of the lowest target revenue districts 

cut expenditures from this function code.   

 For the lowest target revenue districts, 50% made cuts in function code 23, school 

leadership, versus 30% of the highest target revenue districts.  School leadership, function code 

23, includes payroll costs for principals, assistant principals, and office staff.  Similarly, of the 

lowest target revenue districts, 50% reduced expenditures in function code 53, data processing 

services, compared to only 30% of the highest target revenue districts.  Function code 53, data 

processing services, is considered the district’s technology budget for expenses including 

computers, servers, printers, technology support personnel, software applications, and 

technology infrastructure.  

 Half of the highest target revenue districts made cuts to their function code 51 accounts, 

facilities maintenance and operations, compared to only 20% of the lowest target revenue 

districts.  Function code 51 includes all costs for district utilities, insurance premiums, payroll 
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costs for maintenance and custodial staff, and building supplies and materials for facilities and 

grounds maintenance and repair.  

 The per-student expenditure for function code 11, instruction, did not decline for any of 

the study districts.  Function code 11, instruction, contains all the costs for classroom teachers, 

aids, assistants, substitutes, and instructional materials and equipment in the classrooms.  All 20 

school districts showed an increase in the average per-student expenditure for function code 11 

between 2005–2007 as compared to 2009–2011.  Additionally, only two school districts, one in 

the lowest and one in the highest target revenue groups, reduced expenditures in function code 

52, security and monitoring services.  Security and monitoring services, function code 52, 

encompasses expenses for security guards, campus police, hall and bus monitors, crossing 

guards, and security at school sponsored events.  

 

Figure 7.  Number of districts with reductions in expenditures by function code between 2005–

2007 and 2009–2011 
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Figure 7 shows the number of the highest and lowest funded districts that made budget 

cuts in each of the most commonly used function codes between 2005–2007 as compared to 

2009–2011. 

 These findings were not consistent with the reports from the superintendents, chief 

financial officers, and business managers that comprised the key informant pool.  Within the 

detailed description of each study district presented in Chapter Four, I reported the key 

informant’s descriptions concerning the impact target revenue had on the informant’s district 

between 2006 and 2010.  I have assembled a consolidated list of the key informant’s 

observations in Table 19.  Several of the key informants identified having to reduce staff, freeze 

salaries, or reduce budgets.  However, the expenditure pre ADA data presented in Table 18 does 

not support the key informant’s statements.  Because function code 11, instruction, contains the 

payroll cost for the largest number of district personnel, in order to reduce staff and freeze 

salaries, function code 11 would not have increased.  For all 20 districts in the study, function 

code 11 had an average increase of $616 per ADA between 2006 and 2010. The smallest 

increase during this time period in function code 11 was $243 per ADA in Avalon ISD and the 

largest was $1,329 per ADA in Prosper ISD. 

Table 19 
 
Key Informant Comments on Target Revenue Impact 
 
District Key Informant Comment 

Avalon  Dr. David Del Bosque, 
Superintendent 

Target revenue has prevented any growth of enrichment 
programs or additional teacher salary increases; delayed any 
plans for upgrading school vehicles or school facilities; 
prevented upgrading salary scale to be more competitive 
with neighboring larger districts. If the tax ratification 
election had failed, would have eliminated afterschool 
programs and other major enrichment programs. 

 
 
 

(table continues) 
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Table 19 (continued). 
 
District Key Informant Comment 

Boles  Dr. Graham Sweeney, 
Superintendent froze staff salaries and downsized staff 

Commerce   no response 

Coppell  

Kay Ryon,  
Administrative 
Assistant to the 
Superintendent 

If the TRE had failed: larger class sizes; restructuring the 
high school instructional day; impacts to future employee 
raises; offering fewer extra and co-curricular courses; and 
reducing or eliminating non-mandated courses, such as art, 
athletics, literacy, and music. 

Dodd City  Craig Reed,  
Superintendent reduced staff and increased class sizes 

Frisco  Jamie Driskill, 
Communications no cuts reported 

Highland 
Park  

Jacki Moran, 
Communications no cuts reported 

Honey Grove  Todd Morrison, 
Superintendent reduced staff through attrition and increased class sizes 

Lovejoy  Shay Adams,  
Chief Financial Officer 

If TRE had failed: would have not purchased buses or 
technology equipment in the first year and would have had 
to make other cuts in the years following 

McKinney  Dr. Edd Bigbee,  
Chief Financial Officer 

reduce staff, reduce supply and travel budgets, and increase 
class sizes 

Plano  
Linda Madon,  
Executive Director of 
Financial Services 

froze budgets and reduced staff 

Pottsboro  Kevin Matthews, 
Superintendent 

reduced staff through attrition, reduced campus budgets by 
15%, and froze staff salaries 

Prosper  Rusty Craig,  
Business Manager 

If TRE had failed: reduce staff, cut curriculum programs, cut 
software products, and reduce extracurricular activities 

Quinlan  Dr. Debra Crosby, 
Superintendent 

froze salaries, reduced staff, froze budgets, and increased 
class sizes 

Rockwall  Michael Ball,  
Chief Financial Officer 

reduction of 83 professional positions between 2006 and 
2010 

Savoy  Brian Neal,  
Superintendent 

froze staff pay, reduced staff by 15% through attrition, and 
cut district budget by 10% between 2006 and 2010 school 
years 

Scurry-
Rosser  

Stacey Proctor,  
Chief Financial Officer 

reduce all department and campus budgets by 5%, 
eliminated positions through attrition, froze salaries - Started 
taking student transfers where seats were open 

 

 
 

  

(table continues) 
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Table 19 (continued). 
 
District Key Informant Comment 

Sunnyvale  Doug Williams, 
Superintendent 

As a chapter 41 school district, we are not in a good position 
to offer a TRE to our tax payers as an alternative to raising 
additional funding.  Additional tax revenue would be shared 
at a 60/40 split with the state and our belief is that we could 
not get voter approval for that. 

Whitewright  Steve Arthur, 
Superintendent eliminated three teaching and four aide positions 

Wolfe City  Vernon Richardson, 
Superintendent 

cut seven teaching positions; several paraprofessional 
positions; one bus route, eliminated tennis, golf, and 
powerlifting; reduced instructional budgets by 20%; and 
reduced from three building principals to two principals 

Therefore, I compared the per-student expenditures for the last two years of the study 

period, 2009–2010 and 2010–2011.  As presented in Table 20, all function codes, except for one, 

were decreased by 50% or more of the study districts.  The facilities maintenance and operations 

function code suffered the most with 16 out of 20 or 80% of the districts making cuts.  Of the 

highest target revenue districts, 90% made cuts in facilities maintenance and operations function 

code as compared to 70% of the lowest target revenue districts.  Between the last two years of 

the study period, function code 11, instruction, was slashed by 70% of the school districts.  The 

reductions in function code 11 were made by seven out of ten of the highest and lowest target 

revenue districts.  These findings were consistent with the comments collected from the key 

informants. 

 As shown in Table 20, between 2009–2010 and 2010–2011, 65% of the study districts 

made cuts in function codes 12, 23, and 93.  Instructional resources and media services, function 

code 12, showed decreases in 60% of the lowest and 70% of the highest target revenue districts.  

Function code 23, school leadership, showed a decline in 70% of the lowest and 60% of the 

highest target revenue districts.  Eighty percent of the lowest target revenue districts and 50% of 

the highest, made cuts to function code 93, payments to fiscal agent/member districts of shared 

services arrangements. 
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Table 20 
 
Difference in Expenditures per ADA between 2009-2010 & 2010-2011 by Function Code 
 
10 Districts with the Lowest Target Revenue 
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11 -$268 $277 -$302 -$226 -$575 -$135 $109 -$90 $85 -$1,235 
12 $35 -$58 -$4 $0 -$2 $7 -$88 -$32 $4 $126 
13 -$5 -$1 $17 -$1 $5 -$9 -$2 -$3 $5 $20 
23 $152 $35 -$2 $0 $0 $0 $0 $0 $3 -$270 
31 -$131 -$7 -$50 -$9 $29 $31 $33 $84 $12 -$45 
33 -$24 $1 $15 $31 $24 -$12 -$6 $17 -$1 -$155 
34 -$301 -$350 -$7 $4 $8 $4 $0 $17 $2 -$9 
36 -$21 $40 $51 -$478 -$43 $41 $317 -$255 -$112 -$458 
41 $41 $50 -$21 -$10 $126 $16 $18 $30 -$31 -$20 
51 -$58 -$194 -$10 -$12 $42 -$11 $30 $63 $0 -$192 
52 $2 $1 -$23 $101 -$145 -$84 -$98 -$58 -$312 -$237 
53 -$11 -$2 -$3 $2 $0 $6 $2 $6 $0 $6 
93 $9 -$32 -$33 -$7 $0 $0 $0 -$4 -$8 $79 

           10 Districts with the Highest Target Revenue 
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11 -$326 $61 $89 -$16 -$65 -$142 -$71 -$520 -$55 $329 
12 -$3 -$16 -$3 -$16 $0 $3 -$2 $12 -$36 $46 
13 $2 -$19 -$17 $9 -$12 $15 -$8 $35 $22 -$29 
23 -$13 -$8 $14 $0 -$6 $2 $0 $29 $2 $0 
31 $11 $51 $0 -$25 -$3 $8 -$9 -$34 $0 $3 
33 -$10 $2 $15 $11 -$9 $6 $0 $26 $9 -$7 
34 -$1 -$5 $1 -$7 $1 $2 -$1 $9 -$2 -$21 
36 $22 -$31 $7 -$20 $4 $4 -$109 $30 -$6 -$109 
41 $8 $10 $12 -$3 -$8 -$3 $1 $57 $16 $136 
51 -$8 -$12 $38 -$48 -$15 $0 -$16 -$88 -$17 -$53 
52 -$39 -$307 $19 $6 $30 -$4 -$470 $88 $50 -$216 
53 -$11 $8 -$5 $3 $1 $0 $0 $2 $3 $0 
93 -$21 $3 $1 $16 -$22 $0 $0 $72 $31 $7 
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 The only function code that did not experience cuts from 50% or more of the study 

districts was function code 41, general administration.  The general administration, function code 

41, contains expenditures for the board of trustees, the superintendent’s salary and office related 

expenses, district legal fees, human resources department and most functions of the district’s 

business office.  Only 35% of the study districts made reductions in function code 41 between 

2009–2010 and 2010–2011.  Of the districts making cuts in function code 41, four were in the 

lowest target revenue group and three were in the highest target revenue group. 

 Figure 8 shows the number of the highest and lowest target revenue districts that made 

budget cuts in each of the most commonly used function codes between the 2009–2010 school 

year compared to the 2010–2011 school year.  Figure 8 illustrates the distribution of expenditure 

reductions impacting both the highest and lowest target revenue districts virtually equally.  

 

Figure 8.  Number of districts with reductions in expenditures by function code from 2009–2010 

to 2010–2011 

Averaging the data from all 20 districts in the study, as a region, there was an average 

annual decrease per ADA in nine of the 13 function codes.  Shown in Table 21, function code 
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11, instruction, had the largest decrease of $154 per ADA between the 2009-2010 and 2010-2011 

school years.  Function code 53, data processing services, remained the same with no change; 

whereas, curriculum development and instructional staff development, function code 13, 

increased a $1 per ADA and shared services, function code 93, increased $5 per ADA. The 

largest increase for the region was in function code 41, general administration, with an increase 

of $21 per ADA. 

Table 21 
 
Regional Difference in Expenditures per ADA between 2009-2010 & 2010-2011 by Function 

Code 

Function 
Code Title Change 

11  Instruction  -$154 
12  Instructional Resources and Media Services  -$1 
13  Curriculum Development and Instructional Staff Development  $1 
23  School Leadership  -$3 
31  Guidance, Counseling and Evaluation Services  -$3 
33  Health Services  -$3 
34  Student Transportation  -$33 
36  Extracurricular Activities  -$56 
41  General Administration  $21 
51  Facilities Maintenance and Operations  -$28 
52  Security and Monitoring Services  -$85 
53  Data Processing Services  $0 
93  Shared Services  $5 

 
Conclusions and Implications 

 While most Texas public school finance studies have focused on funding equity and 

adequacy, this study sought to investigate the impact made by the target revenue funding system 

from House Bill 1 (2006).  In order to provide a clear and objective picture of target revenue 

funding, I studied the ten highest and lowest target revenue districts in the Region X service area.  
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While this study may not be generalizable beyond similarly situated school districts in Texas as 

those used in the study, I did find evidence that districts in the Region X service area were 

negatively impacted by the implementation of target revenue public school funding. 

Findings indicate that both the highest and lowest target revenue school districts in the 

Region X service area were negatively impacted.  The majority of the study districts experienced 

a reduction in their average rate of change in revenue and a decrease in their average rate of 

change in expenditures following the funding freeze.  These findings have important 

implications for developing strategies to build understanding and support in the community for 

tax ratification elections to fund public education.  As explained in Chapter 2 of this study, Tier I 

funding was frozen following the enactment of the Public School Finance and Property Tax 

Relief Act from HB 1 (2006).  Only the districts that had a compressed tax rate less than a one 

dollar was able to generate Tier I funding above their 2005-2006 frozen level.  However, the 

majority of the study districts would require community support to increase taxes to generate 

additional Tier II funding.   

Because of the freeze in funding, the rate of change in the growth of total general fund 

revenue was slowed.  Consequently, this finding provides support for the conceptual premise that 

as the rate of change in annual revenue decreased, the rate of change in annual expenditures 

would also decrease.  One of the issues that emerge from this finding is the process and method 

school districts employ to determining how to lower expenditures when revenue is projected to 

decrease.  

Seventy percent of the study districts experienced a decrease in weighted funding for 

programs like special education, career and technical education, bilingual/ESL, gifted and 

talented education, and transportation.  As explained in more detail in Chapter 2, the Tier I 
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program weights and allotments were no longer significant to a district’s overall funding after 

HB 1 (2006).  When school district funding was frozen, the program weights and allotments 

were also frozen inside of the amount of revenue per WADA from their 2005-2006 school year. 

These results provide further support that the outdated program weights and allotments have a 

diminished role in a district’s Tier I entitlement.  

Interestingly, 80 percent of the study districts were able to increase their district’s fund 

balance following the implementation of target revenue.  Although the majority of the school 

districts were operating on a smaller growth in yearly funding and an increase in annual 

expenditures, the results of this study do not explain how district’s were able to build a larger 

fund balance.  While it was not a part of this study, the American Recovery and Reinvestment 

Act of 2009 federal funding may help explain the increase in fund balance.  

By the last year in the study, 70 percent of the study districts had reduced their 

instructional budget.  The instruction budget is typically the largest expenditure category for 

school districts.  This budget contains the salaries for teachers and the yearly state-required 

salary step increases.  This trend suggests that as districts pass along state-required salary step 

increases and optional cost of living raises, they will have to reduce expenditures in other areas.  

Additionally, 80 percent of the study districts had decreased their maintenance budget.  The 

maintenance budget is typically the second largest expenditure category in a district’s budget.  

The maintenance budget funds the upkeep, comfort level, and other optimal environmental 

building variables.  An implication of this finding is that as utility costs, insurance, and the cost 

to operate aging buildings rise, districts will have little capacity to reduce this budget.  
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Recommendations for Future Research 

 This case study focused on 20 school districts in the Region X service area, each district 

representing a unique set of variables that established its individual target revenue.  The 

following are recommended for further study: 

1. Duplicate this study in other regions of the state to determine similarities and 

differences of the impact of target revenue. 

2. Design a study to analyze the impact of facility deferred maintenance due to district 

budget cuts.  

3. Design a study to investigate the impact of Tax Ratification Elections. 

4. Design a study to determine the process utilized to cut district budgets and the 

communication plan to ensure community support. 

5. Design a study to examine how bond funds have been used to offset maintenance and 

operations budget expenses.  

Summary 

 Regardless of the size of the school district or whether the district pays recapture, target 

revenue funding has had a negative impact on school district revenue growth and expenditures.  

While there is no recipe to offset rising expenditures amidst frozen funding, the 20 school 

districts included in this study embarked upon the task in various ways.  One common method 

used by 14 of the 20 study districts, as shown in Table 9, has been to increase their local taxes 

above their compressed tax rate to increase revenues following the funding freeze.  Eight of these 

15 school districts held a Tax Ratification Election in their communities to increase taxes.  The 

other six districts that increased their taxes, were not required to seek voter approval because 

their tax rates were below the statutory maximum at the time their tax rates were compressed. 
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Another method used by the study districts to offset rising costs was to reduce 

expenditures.  As illustrated in Table 18, this was most evident in function code 12, instructional 

resources and media services, where 16 of the 20 study districts made cuts.  Also, 12 of the 20 

study districts reduced function code 93, payments to fiscal agent/member districts of shared 

services arrangements.  Sixty percent of the study districts self-reported having to reduce staff in 

order to balance their budge7yt.  The findings support this claim in the final school year of the 

study, 2010-2011.  Following the implementation of Target Revenue the majority of the study 

districts experienced: 

• a reduction in the average annual rate of change in general fund revenue and in 

revenue per ADA; 

• an increase in expenditures per ADA, but a decrease in the average annual rate of 

change in expenditures; 

• a decrease in the funding contribution from weighted program allotments; and 

• an increase in the average fund balance per ADA. 

In the final school year of the study (2010-2011), 10 or more study districts reduced 

expenditures in 12 of 13 function codes. 

• 80% in Maintenance and Operations – Function Code 51 

• 70% in Instruction – Function Code 11 

• 65% in Instructional Resources and Media Services – Function Code 12, School 

Leadership – Function Code 23, and Shared Services Arrangements – Function Code 

93  
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