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Presenter
Presentation Notes
Good Evening Madam President, Board of Trustees and Superintendent. Tonight’ I’ve come to discuss the district’s 2019-2020 financial accountability rating results. The 2019-2020 financial accountability rating results are based on the 2018-2019 financial data. The system is known as School FIRST – FIRST  is a acronym which stands for financial Integrity Rating System of Texas. (Next Slide) . FIRST is a state accountability rating system which has two main purposes (next slide)


What is School and What is its Purpose?

School FIRST is a state financial accountability rating
system which holds school districts accountable for
the quality of their financial management practices
and that they improve those practices.

School FIRST is designed to encourage Texas public
schools to better manage their financial resources to
provide the maximum allocation possible for direct
instructional purposes.

Source: Texas Education Agency




School FIRST

INANCIAL NTEGRITY ATING YSTEM OF EXAS

GOAL : To provide additional transparency to tax payers, board
:(ﬁ):

members and other stakeholders which supports meaningful financial

oversight and improvement for school districts

CRITERIA :

= 2019/2020 rating is based on 2018/2019 financial data
= 15 total indicators (5 critical/10 measureable)

= 5 - critical indicators are pass/fail

= 10 — Indicators are measured on a 10 point scale

Source: Texas Education Agency



School FIRST - CATEGORIES
INANCIAL NTEGRITY ATING YSTEM OF EXAS

CRITICAL SOLVENCY COMPETENCE

INDICATORS INDICATORS INDICATORS

Source: 19 Texas Administrative Code (TAC) §109.1001


Presenter
Presentation Notes

So the FIRST ratings system is broken down into three categories. 

1. Critical Indicators. The five critical indicators are overarching topics, and if you fail any one of those five, you fail 

https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=T&app=9&p_dir=F&p_rloc=196754&p_tloc=14776&p_ploc=1&pg=2&p_tac=&ti=19&pt=2&ch=109&rl=1001

SUMMARY OF CARROLL ISD SCORES

INDICATORS INDICATORS IN DICATO RS
Pass / Pass /
Fail Fail

Pass /
Fail

Measure Quality of Financial

Timely Filing of Audit Pass Days Cash on Hand 10 Data Reported
o . L. Measure Material Non-
Auditor’'s Opinion )
udi pini Pass Measure Liquidity 10 Compliance 10
Debt Covenants Pass Measure Leverage 06 No Ad) USS;[ES dlzelgayment 10
Timely Payments - IRS Pass Revenue 2 Expenditure 10
Total Score: 96
Not - I . |
Unrestricted Net Position Ability to Pay Debt & Interest 10 Rating: A (Superlor)
Scored

Measure % Budget Spent of

Administration 10

Measure % Student to Staff ratio 10



Presenter
Presentation Notes
So the FIRST ratings are broken down into three categories. The five critical indicators are overarching topics, and if you fail any one of those five, you would fail FIRST altogether. 

Then the next group of indicators are what we call financial solvency – they’re point driven, they’re measuring very specific things. We’re interested in the liquidity of the district, the assets and how they compare to the liabilities. 

And then the final part of the FIRST ratings are the financial competencies, which are measuring more of the practices that the district is are using to manage their resources




So we pull the information from a few different ways. The biggest is every district in the state of Texas is required to have an annual financial audit, and we pull financial information from those financial audits. School districts also submit PEIMS information to us – we pull information from the PEIMS system. And then thirdly, other information gets submitted through TEA, we pull information from those systems as well. 


SUMMARY OF STATEWIDE - RESULTS

DISTRICT’S OVERALL FINANCIAL PERFORMANCE —

RATING POINTS REQUIRED # OF DISTRICTS IN STATE % OF TOTAL DISTRICTS
A = Superior 90 - 100 895 87.75%
B= Above Standard 80 - 90 82 8.04%
C = Meets Standard 60 - 79 33 3.24%
F = Substandard < Gl or 10 .98%
Achievement failed a critical indicator



Presenter
Presentation Notes
The School FIRST accountability rating system assigns one of four financial accountability ratings to Texas school districts, as indicated in the rating column.  Please note that 1020 school districts were evaluated and only 88% percent received a rating of Superior – and we were one of them…


CRITICAL INDICATORS

JY



Presenter
Presentation Notes
So the FIRST ratings are broken down into three categories. The five critical indicators are overarching topics, and if you fail any one of those five, you would fail FIRST altogether. 



Timely Filing of Audit

INDICATOR : Was the complete annual financial report (AFR) and data submitted

to the TEA within 30 days of the November 27 or January 28 deadline depending

on the school district’s fiscal year end date of June 30 or August 31, respectively?

CRITERIA : Pass / Fall

EXPLANATION : The first critical indicator ensure audit report was submitted on time?

CISD SCORE : Yes, We Passed this Indicator



Presenter
Presentation Notes
The first critical indicator ensure audit report is submitted in a timely matter. District year end is August 31, and we are required to submit audit report to TEA no later than January 28 of each year


Auditor’s Opinion

INDICATOR : Was there an unmodified opinion in the AFR on the financial statements

as a whole?

CRITERIA : Pass / Fall

EXPLANATION : An unmodified opinion means there were no indications of financial

mismanagement, material errors or poor controls.

CISD received a “Clean Audit” Designation

CISD SCORE : : Yes = We Passed this Indicator



Presenter
Presentation Notes
Next – Did we received a unmodified opinion?


Auditor’s Opinion - Measure Internal Controls

INDICATOR : Did the external independent auditor report that the AFR was free of any

instance(s) of material weaknesses in internal controls over financial reporting and

compliance for local, state, or federal funds?

CRITERIA : Pass / Fail

EXPLANATION : A material weakness is a significant deficiency, or a combination of

significant deficiencies, in internal controls that results in more than a remote likelihood

that a material misstatement of the financial statements will not be prevented or

detected.

CISD SCORE : : Yes = We Passed this Indicator




Debt Covenants

D___Ll INDICATOR : Was the school district in compliance with the payment terms of all debt

4

N2 agreements at fiscal year end ?

CRITERIA : Pass / Fall

=% EXPLANATION : This indicator seeks to make certain that all bills/obligations, including financing

N4

arrangements to pay for required debt service payments were paid timely.

CISD SCORE : : Yes = We Passed this Indicator

N4



Presenter
Presentation Notes
This indicator seeks to make certain that your district has timely paid all bills/obligations, including financing arrangements to pay for school construction, school buses, photocopiers, etc.


Timely Payments - Government Agencies

INDICATOR : Did the school district make timely payments to the Teachers Retirement

/ System (TRS), Texas Workforce Commission (TWC), Internal Revenue Service (IRS), and

other government agencies?

CRITERIA : Pass / Fall

. EXPLANATION : This indicator seeks to make sure the district fulfilled its obligation to TRS,

TWC, IRS and any payroll related obligation required to be paid within 30 days.

CISD SCORE : Yes = We Passed this Indicator



Presenter
Presentation Notes
This indicator seeks to make sure the district fulfilled its obligation to the TRS, TWC and IRS to transfer payroll withholdings and to fulfill any additional payroll-related obligations required to be paid by the district.


CRITICAL INDICATOR 5

This indicator was not scored.



Presenter
Presentation Notes
Was the total unrestricted Net Position balance (Net of the accretion of interest for capital appreciation bonds) in the governmental activities column in the Statement of Net Positions greater than zero? (If the school district's change of students in membership over 5 years was 7 percent or more, then the school district passes this indicator.)

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


SOLVENCY INDICATORS

JY



Presenter
Presentation Notes
Then the next group of indicators are what we call financial solvency – they’re point drive, they measure very specific things. We are interested in the liquidity of the district, the assets and how they compare to liabilities. 


DAYS CASH ON HAND

INDICATOR: Was the number of days of cash on hand and current investments in the general

fund for the school district sufficient to cover operating expenditures (excluding facilities
acquisition and construction)?

CRITERIA: 10 8 6 4 2 O
90+ days 7/5-89 days | 60-74 days | 45-59 days | 30-44 days <30 days

i)

E_.a EXPLANATION: This indicator measures the cash flow sufficiency in days a district has to
"-_\\'m meet its operating expenditures thus measure its financial health.

QO CISD CALCULATION:
/\/ [(Cash + Investments) / Non-construction General Fund expenditures] * 365

[(793,086 + 49,303,926) / (119,113,172 — 478,968)] * 365 = 154 days or 5 months

CISD SCORE: 10



Presenter
Presentation Notes
Remember we aim for an unassigned fund balance equal to 20-25% of our budget for this purpose.


MEASURES LIQUIDITY

i)

« 0
|
I||

Kt
g

INDICATOR: Was the measure of current assets to current liabilities ratio for the sc 00|
district sufficient to cover short-term debt?

CRITERIA: 10 S 6 4 y) 0
3+ 2.5-2.9 2.0-24 1.5-1.9 1.0-1.4 <1

EXPLANATION: This indicator measures whether the school district had sufficient short-term
assets (e.g., cash) at the end of the fiscal year to pay off its short-term liabilities (e.g., payroll)

CISD CALCULATION:
Current Assets (what we own - Cash) / Current Liabilities (what we owe - Payroll)
124,994,703 / 36,570,503 = 3.4

CISD SCORE: 10



Presenter
Presentation Notes
It will be difficult for us to get the maximum score on this indicator as long as we have such a large debt payment in August.

Last year’s score was a 6 because that was the year we paid off extra debt over the summer. This year it went back up to an 8.


MEASURES LEVERAGE

:Q‘ INDICATOR: Was the ratio of long-term liabilities to total assets for the school district
v=- 1 sufficient to support long-term solvency?

CRITERIA:
10 8 6 4 2 0

< =0.60 0.61 -0.70 0.71 - 0.80 0.81 - 0.90 0.91-1.0 >=1.0

Districts with a change in student population of 7% or more over the past 5 years are exempted and pass
automatically.

E@‘ EXPLANATION: This ratio shows the percentage of assets that are financed with long-term debt.
q__\\'/n The lower the ratio, the less dependent we are on debt.

/’3 CISD CALCULATION:
l//\ Long-Term Debt / Total Assets
302,226,259 / 416,348,997 = 0.7258

%0  cISD SCORE: 6
Student growth over 5 years was less than 7%



Presenter
Presentation Notes
Notice we would have scored a 2 on this indicator if it wasn’t for our fast growth. TEA recognizes that fast growth districts have significantly more debt than assets because fast growth districts are typically building new schools, which is why they provide the exemption.


MEASURES REVENUE EXPENDITURES

:_L‘ INDICATOR: Was the school district’s general fund revenues 2 expenditures (excluding

(m]
v —<
m

9= facilities acquisition and construction)?

CRITERIA:
10 0

>:O <O

E_;E[ EXPLANATION: This indicator measures — did the district spend more than it earned? No.
=\
|

CISD CALCULATION:

/')
lﬁ Revenues / Non-construction General Fund Expenditures] - 1

120,036,109 / 119,113,172 - 478,968] - 1 = 0.0118

CISD SCORE: 10




MEASURES COVERAGE RATIO

="1 INDICATOR: Was the debt service coverage ratio sufficient to meet the required debt
aZyp  service?
— 10 8 6 4 2 0
CRITERIA:
1.20 + 1.15-1.19 | 1.10-1.14 | 1.05-1.09 | 1.0-1.04 < 1.0

t—;@‘ EXPLANATION: This ratio looks at our ability to make debt principal and interest payments with
q'_\\'m funds available at August 31. In other words, we have sufficient cash to cover district’'s loan payments

CISD CALCULATION:

N, .
% [General & Debt Service revenues — Non-construction General Fund expenditures + Debt Service
fund balance] / Debt Service expenditures
(150,222,534 —148,512,700 + 43,519,201] / 29,399,528 = 1.5

CISD SCORE: 10



Presenter
Presentation Notes
Notice we had about twice the amount required in order to earn a 10 on this indicator. Since we are using our debt service fund balance to manage our tax rate, we expect to see our debt service coverage ratio decrease over the next few years.


MEASURE % BUDGET SPENT ON ADMIN

—____Q‘

L=

040

INDICATOR: Was the school district’'s administrative cost ratio equal to or less than the threshold

ratio?
CRITERIA (5,000 to 9,999 ADA):
10 8 6 4 2 0
< = 10% 10% - 12.5% 12.5% - 15.0% 15.0% - 17.5% 17.5% - 20.0% > 20.0%

EXPLANATION: This indicator measures the percentage of our budget spent on administration.

CISD CALCULATION:

General Fund expenditures in functions 21 & 41 / General Fund expenditures in functions 11, 12, 13
& 31 (excludes capital outlay and TRS on-behalf)
5,142,647/ 64,102,390 = 8.02%

CISD SCORE: 10




Measure % Student to Staff ratio

=1 INDICATOR: Did the school district not have a 15 percent decline in the students to staff ratio
éé_fﬁ over 3 years (total enrollment to total staff)?
CRITERIA: 10 0
Yes No

Districts with steady or increasing enrollment automatically pass.

E@] EXPLANATION: If the school district’'s enrollment declined, did the number of staff decline
=W/} proportionally?

) CISD CALCULATION:
/\/ Enrollment increased

CISD SCORE: 10




FINANCIAL COMPETENCE INDICATORS

JY




Measure Quality of Financial Data Reported

INDICATOR : Did the comparison of Public Education Information Management System (PEIMS) data to

like information in the school district's AFR result in a total variance of less than 3 percent of all

expenditures by function ?

CRITERIA

10 0

< 3% > = 3%

E M EXPLANATION : This indicator measures the quality of data reported to PEIMS.

CISD CALCULATION : Sum of differences / Total expenditures
$59 /% 119,113,115 = 0.00%

. CISD SCORE : 10



Presenter
Presentation Notes
This indicator measures the quality of data reported to PEIMS and in your Annual Financial Report to make certain that the data reported in each case “matches up.” If the difference in numbers reported in any fund type is 3 percent or more, your district “fails” this measure.


Measure Material Non-Compliance

INDICATOR : Did the external independent auditor indicate the AFR was free of any instance(s) of

material noncompliance for grants, contracts, and laws related to local, state, or federal funds?

CRITERIA

10 0

Yes No

E‘@T EXPLANATION : Did our auditors find that we complied with all applicable laws, contracts and

t . . .
“'_\\/ﬂ requirements from granting agencies?

, CISD CALCULATION : Yes

. CISD SCORE : 10



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


Adjusted Repayment Schedule

INDICATOR : Did the school district not receive an adjusted repayment schedule for more than one

fiscal year for an over allocation of Foundation School Program (FSP) funds as a result of a financial

hardship ?
CRITERIA

10 0

Yes NO

EXPLANATION : Did we have to ask for an easy payment plan to return money to TEA; after spending

the overpayment from the Foundation School Program?

CISD CALCULATION : Yes

CISD SCORE : 10



Presenter
Presentation Notes
This indicator asks if the district had to ask for an easy payment plan to return monies to TEA after spending the overpayment from the Foundation School Program state aid.


SUMMARY OF CARROLL ISD SCORES

CRITICAL INDICATORS SOLVENCY INDICATORS COMPETENCE INDICATORS

Indicator (#1-#5) Indicator (#6-#12) Indicator (#13-#15)

Measure Quality of Financial

Timely Filing of Audit Pass Days Cash on Hand Data Reported 10
Auditor’'s Opinion Pass Measure Liquidity 10 Meas%rgr:\]/lpalnitaer:lcael Non- 10
Debt Covenants Pass Measure Leverage 06 No Ad) USS;[ES dlzelgayment 10
Timely Payments - IRS Pass Revenue > Expenditure 10
Total Score: 96
Not 3 Rating: A (Superior)
Unrestricted Net Assets Ability to Pay Debt & Interest 10
Scored

Measure % Budget Spent of

Administration 10

Measure % Student to Staff ratio 10



Presenter
Presentation Notes
So the FIRST ratings are broken down into three categories. The five critical indicators are overarching topics, and if you fail any one of those five, you would fail FIRST altogether. 

Then the next group of indicators are what we call financial solvency – they’re point driven, they’re measuring very specific things. We’re interested in the liquidity of the district, the assets and how they compare to the liabilities. 

And then the final part of the FIRST ratings are the financial competencies, which are measuring more of the practices that #15the district is are using to manage their resources




So we pull the information from a few different ways. The biggest is every district in the state of Texas is required to have an annual financial audit, and we pull financial information from those financial audits. School districts also submit PEIMS information to us – we pull information from the PEIMS system. And then thirdly, other information gets submitted through TEA, we pull information from those systems as well. 


Additional Disclosures

The following required disclosures are included in Board Book:
O Superintendent’s current employment contract for 2019/20

O Summary schedule of reimbursements received by the superintendent and each board
member for the 2019 fiscal year

O Disclosure of all business transactions between the school district and board members
for the 2019 fiscal year

The following required disclosures were not applicable to CISD for the 2019 fiscal year:

O Disclosure of all outside compensation and/or fees received by the Superintendent for
professional consulting and/or other personal services for the 2019 fiscal year

O Disclosure of any gifts received by executive officer(s) and board members (and first
degree relatives, if any) in the 2019 fiscal year




Future Recommendation

Recommendation for Academic Year 2020/21 and beyond:

» Fund Balance Policy Continue to increase # of days cash on hand to
sufficiently cover operating expenditures

> Administrative Cost Ratio — Continue to deliver the dollars to

support the needs of students (e.g. instruction, library, curriculum,
and guided counselors)

» Financial Resources. Continue to invest In the student and teacher
by ensuring fiscal resources are better managed to provide
maximum allocation for direct instructional purposes.










	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Additional Disclosures


	Slide Number 28
	Slide Number 29
	Slide Number 30

