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. INDEPENDENT SCHOOL DISTRICT

e Fccellevice ivi Eucation for ALL Students

FINANCIAL INTEGRITY RATING SYSTEM of TEXAS
OVERVIEW

School Year 2011-12

RATING

e GCISD earned a Superior Achievement rating by the Texas Education Agency
in the Financial Integrating Rating System of Texas (FIRST)

e GISD earned a perfect score of 70 of a possible 70 points for indicators 7
through 20, with no default answers for indicators 1 through 6

¢ Indicators 7 — 20 can earn a maximum of 5 points each depending on the

performance of the district; Indicators 1 — 6 are compliance indicators with
an appropriate answer of YES (a NO answer triggers an automatic sub-

standard rating)

HISTORY OF FIRST

e Authorized by Senate Bill 875 of the 76™ Legislature in 1999

e Oftenreferred to as “Schools FIRST"



e School districts are evaluated based on staff, student, budgetary & financial
data

e The primary goal of the initiative is to improve the management of financial
resources

RATING INDICATORS

e Critical Indicators
o Fund balance
Net assefts
Bonded indebtedness
Annual financial report (independent audit)
Auditor’'s unqualified opinion
Material weaknesses in internal conftrols

o O O O O

e Fiscal Responsibility Indicators

o Tax collections
PEIMS data
Debt related expendifures
Material non-compliance issues
Financial accreditation

o
o
o
o

e Budgeting Indicators
o Budgeted expenditures
o Fund balance
o Cash & investments

e Personnel Indicators
o Administratfive cost ratio
o Student/teacherratio
o Student/staff ratio




e Cash Management Indicators

o
o
o

DISCLOSURES

Rapid decreases in undesignated fund balance
Cash & investments
Investment earnings

e Disclosures

O

o O O O O

Superintendent’s contract

Reimbursements received by the Superintendent and Board Members
Outside compensation and/or fees received by the Superintendent
Gifts received by Executive Officers and Board Members

Business transactions between the district & Board Members

Selected data for the first quarter of 2012-13

. INDEPENDENT SCHOOL DISTRICT

e Fccellevice ivi Eucation for ALL Students

2013 FINANCIAL INTEGRITY RATING SYSTEM of TEXAS

Financial Accountability Management Report

For the Reporting Period 9/1/11 - 8/31/12

INTRODUCTION




Galveston ISD has received the School FIRST financial integrity rating of Superior
Achievement for the 2011-12 school year, earning a perfect score of 70 out of a
possible 70 points.

Senate Bill 875 of the 76t Texas Legislature in 1999 authorized the implementation of a
financial accountability rating system, which is officially referred to as School FIRST. The
School FIRST rating is based upon an analysis of staff and student data, as well as
budgetary and financial data for the reporting period 9/1/11 through 8/31/12.

The primary goal of School FIRST is to improve the management of school districts’
financial resources. The final rating is received in September by each Texas school
district. Each district must hold a public meeting to distribute a management report
reflecting the district’s rating that includes an explanation of performance under each
of the indicators established by the commissioner of education.

The School FIRST worksheet consists of 20 indicators. A “No” response in indicators 1, 2,
3, or 4, or a “No" response for indicators 5 and 6, earns an automatic “Substandard
Achievement” rating. A district can earn a possible 70 points for indicators 7 through
20, which establishes the ratings as follows:

Superior Achievement 64-70 & “Yes" to indicators 1 through 6
Above Standard Achievement 58-63

Standard Achievement 52-57

Substandard Achievement <52 or “No" to one default indicator

Galveston ISD received a “yes” rating for indicators 1 through 6, and earned full point
credit for indicators 7 through 20, earning a perfect score of 70 of a possible 70 poinfs.



OVERVIEW OF THE FINANCIAL INTEGRITY RATING INDICATORS

CRITICAL INDICATORS (Indicators 1-6)

Indicator 1
School districts must legally have a fund balance to ensure adequate funding for

operations. This indicator is designed to ensure that the district has a positive amount of
fund balance cash (savings) that is not designated or reserved for a specific purpose.

The General Operating fund balance at 8-31-12 was $33,508,166. Of this amount
$2,827,826 is restricted. Undesignated fund balance is $30,680,340.

Indicator 2
This indicator simply asks if the district’s total assets exceed total liabilities, with an

exception made for high growth districts that incur large amounts of debf.

The Total Unrestricted Net Asset Balance in the Governmental Activities Column in the
Statement of Net Assets was greater than zero.

Indicator 3
This indicator seeks to make certain that the district has paid its bills and obligations
on bonds issued to pay for school construction or other projects.

There were no disclosures in the Annual Financial Report or other sources of
information concerning default on bonded indebtedness obligations.

Indicator 4
This indicator determines if the Annual Financial Report was filed by the deadline
of January 28, 2012.

The annual financial report was filed with the Texas Education Agency prior to the
deadline of January 28, 2013.

Indicator 5

A qudlification on the district’s financial report means that a correction is needed
to the reporting requirements or financial controls. A district’s goal is to receive an
“unqualified opinion” on its Annual Financial Report.



The annual financial report reflected an unqualified opinion issued by independent
auditors.

Indicator 6

A clean audit of the Annual Financial Report would state that the district has no
mafterial weaknesses in internal controls. Any intfernal weaknesses create a risk of
the district not being able to properly account for its use of public funds.

The annual financial report did not disclose any instances of material weaknesses
in internal controls.

FISCAL RESPONSIBILITY (Indicators 7-11)

Indicator 7

This indicator measures the district’s success in collecting the taxes owed by community
businesses and homeowners, placing a three-year average collection rate of 98% as
the minimum collections standard. The district must have a three-year average
collection rate of 98% or more of taxes owed, including delinquent taxes owed from
prior years.

The three-year average of total tax collections, including delinquent tax
collections, was 100.41% of the adjusted tax levy, which exceeded the
benchmark of 98%.

Indicator 8

This indicator measures the quality of data reported to PEIMS and in the Annual
Financial Report to make certain that the data reported in each case matches. If
the difference in numbers reported in any fund type is more than 3%, the district
fails this measure.

The comparison of PEIMS data to the annual financial report resulted in an
aggregate variance of 0% of expenditures per fund type.

Indicator 9

This indicator shows the Legislature’s intent for school districts to spend money on
education by limiting the amount of money a district can spend on debt to $350
per student. Fast growth schools can exceed this cap.



Debt related expenditures of $9,241,885 in relation to 6,406 students, represents
$1,443 per student, which was not below the benchmark of $350 per student;
however, this limitation does not apply if property taxes collected per penny of tax
effort was more than $200,000. Property taxes collected per penny of tax effort for
GISD is $466,784, therefore the $1,443 debt expenditure per student exceeding the
$350 benchmark does not negatively impact the district.

Indicator 10

This indicator determines whether the Annual Financial Audit Report includes
disclosures indicating that the school district failed to comply with laws, rules and
regulations for a government entity.

There was no disclosure of material non-compliance in the annual audit report.

Indicator 11

This indicator answers whether the district had full accreditation status in relation to
financial management practices, that is, no conservator or monitor was assigned
to the district.

The district had full accreditation status in relation to financial management
practices.

BUDGETING (Indicators 12-14)

Indicator 12

This indicator compares the aggregate of budgeted expenditures and other uses
to the aggregate of total revenues, other resources and fund balance in the
general fund.

The aggregate of budgeted expenditures and other uses of $66,573,233 was less
than the aggregate of total revenues, other resources and fund balance of
$98,708,687.

Indicator 13

This indicator measures the district’'s ability to construct facilities within the
budgeted limits for capital projects, without compromising fund balance by
overspending.

The district’s aggregate fund balance of the general fund and capital projects fund
was not less than zero. Construction projects were adequately funded.

Indicator 14
This indicator measures whether or not the district has sufficient cash and
investments in the General Fund to balance fund balance monies such as TEA



overpayments, or deferred revenue. This measurement indicates the district is not
spending future year's revenues during the current year.

The ratio of cash and investments to deferred revenues exceeds the benchmark of
1:1.

PERSONNEL (Indicators 15-17)

Indicator 15
This indicator measures the percentage of the budget that school districts spend
on administration.

The district’'s administrative cost ratio of 9.18% was less than the standard
administrative cost ratio benchmark of 12.5%.

Indicator 16
This indicator measures the student-teacher ratio to ensure that it is within TEA
recommended ranges for districts of the appropriate student population range.

The ratio of students (6,406) to teachers (426.1442 FTE’'s) of 15.0325 is within the
benchmark range of 13.0 to 22.0.

Indicator 17
This indicator measures the student-staff rafio to ensure that it is within TEA
recommended ranges for districts of the appropriate student population range.

The ratio of students (6,406) to total staff (833.4747 FTE's) of 7.6859 is within the
benchmark range of 6.8 to 14.

CASH MANAGEMENT (Indicators 18-20)

Indicator 18
This indicator measures total fund balance to determine if the district is rapidly
depleting unassigned fund balance to fund operating expenditures, measured



as a decrease in fund balance greater than 20% for two fiscal years prior. The
district must meet one of two calculations to satisfy this requirement.

1. Revenue of $62,243,786 in the General Fund exceeds expenditures in
functions 11-61 and object codes 6100-6400 by $12,044,043.

2. Undesignated, unreserved fund balance of $10,680,340 is less than 80% of
total fund balance of $36,173,310.

Indicator 19
This indicator measures whether or not the district has cash in the bank and/or
investments.

The aggregate total of cash and investments in the General Fund was greater
than the benchmark of $0.

Indicator 20

This indicator measures whether or not the district is using its cash or reserve
fund monies wisely, by comparing the amount of investment earnings to a
benchmark figure.

The ratio of investment earnings in all funds of $137,078 to cash and investments

of $32,589,491, excluding Debt Service and Capital Projects, of .004075%,
exceeded the three month Treasury Bill rate of .0005917%.

GALVESTON INDEPENDENT SCHOOL DISTRICT
2013 Discussion of Selected FIRST Indicators for School Year 2011-12
October 15, 2013

INDICATOR 9 — DEBT RELATED EXPENDITURES

Indicator 9 measures expenditures in the debt service fund. GISD
received the maximum points available for this indicator.

Expenditures in the Debt Service Fund, Fund 599, total $9,241,885

A measurement of debt related expenditure to student enrollment of
6,406 indicates debt expenditure per student is $1,443.



The benchmark for this measurement has been established as $350 per
student; however, there is a qualifier regarding property taxes collected
per penny of tax effort in excess of $200,000.

GISD collects $466,784 per penny of tax effort, so the debt expenditure of
$1,443 per student is an acceptable level.

INDICATOR 16 — STUDENT/TEACHER RATIO

Indicator 16 measures the ratio of students to teachers. GISD received the
maximum points available for being within the benchmark with a ratio of
15.0325.

The benchmark established by TEA is a range of one teacher for every 13-
22 students for districts with 5,000 — 9,999 students.

For the seven school years 2001-02 through 2007-08, on the average, GISD
employed one teacher for every 15 students.

In 2008-09, the school year of hurricane IKE, GISD employed one teacher
for every 11 students.

For the school years 2009-10 through 2011-12, on the average, the district
employed one teacher for every 15 students.

FIRST ratios represent all staffing in the district with no distinction made
between federally funded employees (grants) and locally funded
employees.

Quick reference of data—detail analysis attached.

School Year | Avg S/T Ratio Enrollment

2001-02 14 9166
2002-03 14 2119
2003-04 16 9152
2004-05 15 2150

2005-06 15 9043




2006-07 15 8430
2007-08 14 7891
2008-09 11 5565
2009-10 14 6342
2010-11 15 6440
2011-12 15 6406

INDICATOR 17 — STUDENT /STAFF RATIO

Indicator 17 measures the ratio of students to total staff. GISD received
the maximum points available for being within the benchmark with a ratio
of 7.6859.

The benchmark established by TEA is a range of one staff member for
every 6.8-14 students for 2006-07 through 2011-12, for districts with 5,000 —
9,999 students.

For the seven school years 2001-02 through 2007-08, on the average, GISD
employed one staff member for every 7 students.

In 2008-09, the school year of hurricane IKE, GISD employed one staff
member for every 5 students.

For the school years 2009-10 through 2011-12 the district employed one
staff member for every 7 students.

FIRST ratios represent all staffing in the district with no distinction made
between federally funded employees (grants) and locally funded
employees.



Quick reference of data—detail analysis attached.

School Year | Avg S/S Ratio Enrollment
2001-02 7 2166
2002-03 7 2119
2003-04 7 2152
2004-05 7 2150
2005-06 7 2043
2006-07 7 8430
2007-08 7 7891
2008-09 5 5565
2009-10 6 6342
2010-11 7 6440
2011-12 8 6406

INDICATOR 18 — FUND BALANCE

Indicator 18 measures total fund balance to determine if the district is
rapidly depleting unassigned fund balance to fund operating
expenditures, measured as a decrease in fund balance greater than 20%
for two fiscal years prior.

GISD received the maximum points available for this indicator.

Unreserved fund balance of $45,216,638 at 8-31-10 is measured against
unassigned fund balance of $10,680,340 at 8-31-12.

The decrease is greater than 20%; however, at 8-31-11 $20,000,000 of the
total fund balance of $37,550,556 was “committed” for disaster
remediation/capital outlay.

This measure did not apply to GISD's rating because of a second measure
in the indicator which measures revenue of $62,243,786 which exceeds
expenditures in functions 11-61 and object codes 6100-6400 by
$12,044,043.



e Continued deficit budgets in the general operating fund are not
sustainable when measured against unassigned or uncommitted fund
balance.

Reporting requirements for the financial management report for Schools FIRST public hearing are found
in Title 19 Texas Administrative Code Chapter 109, Budgeting, Accounting, and Auditing, Subchapter
AA, Commissioner's Rules Concerning Financial Accountability Rating System. This rule describes
requirements for the five (5) disclosures explained below that are to be presented as appendices in the
Schools FIRST financial management report.

1. Superintendent’s Employment Contract
The school district is to provide a copy of the superintendent's employment contract that is effective on

the date of the Schools FIRST hearing in calendar year 2013. In lieu of publication in the Schools FIRST
financial management report, the school district may chose to publish the superintendent's employment
contract on the school district's Internet site. If published on the Internet, the contract is to remain

accessible for twelve months.

The Superintendent’s employment contract is posted on the district website at www.gisd.org. In the
“District” window, select “Departments”, then “Office of the Superintendent”, then “Documents”,
then “Superintendent’s Contract”.



2. Reimbursements Received by the Superintendent and Board Members for Fiscal Year 2012

For the Twelve-month
Period

Ended August 31,

2012
Board
Board Memb | Board Board Board Board
Board Memb | er Memb | Memb | Memb | Memb
Superinten | Memb | er Greane | er er er er

Description of dent er Simmo | y- Rawlin | Pappo | Mytelk | Chamb
Reimbursements Nichols O’Neil ns Wurst S us a ers
Meals $S603 S449 SO SO SO SO SO SO
Lodging 1,205 1,521 445 297 591 141 281 281
Transportation 1,329 999 385 239 0 0 0 0
Motor Fuel 0 0 0 0 0 0 0 0
Other 1,095 1,494 0 0 0 0 0 0
Total $4,232 | $4,463 $830 $536 $591 $141 $281 $281

Note — The spirit of the rule is to capture all “reimbursements” for fiscal year 2012, regardless of the

manner of payment, including direct pay, credit card, cash, and purchase order. Reimbursements to be

reported per category include:

Meals — Meals consumed off of the school district’s premises, and in-district meals at area restaurants

(excludes catered meals for board meetings).

Lodging - Hotel charges.

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

cars, parking and tolls.

Motor fuel — Gasoline.

Other - Registration fees, telephone/cell phone, internet service, fax machine, and other

reimbursements (or on-behalf of) to the superintendent and board member not defined above.




Outside Compensation and/or Fees Received by the Superintendent for Professional Consulting
and/or Other Personal Services in Fiscal Year 2012

For the Twelve-Month
Period

Ended August 31, 2012

Name(s) of Entity(ies)

S0

Total SO

Note — Compensation does not include business revenues from the superintendent’s livestock or
agricultural-based activities on a ranch or farm. Report gross amount received (do not deduct business
expenses from gross revenues). Revenues generated from a family business that have no relationship to
school district business are not to be disclosed.



3. Gifts Received by the Executive Officer(s) and Board Members (and First Degree Relatives, if any)
in Fiscal Year 2012

For the Twelve-
Month Period

Ended August 31,
2012

Board
Board Memb Board Board Board
Board Memb | er Board Memb | Memb | Memb
Superinten | Memb | er Greane | Memb | er er er
dent er Simmo | y- er Pappou | Mytelk | Chamb
Nichols O’Neil ns Wurst Rawlins | s a ers
Summary
Amounts $0 S0 S0 S0 $0 $0 $0 S0

Note — An executive officer is defined as the superintendent, unless the board of trustees or the district
administration names additional staff under this classification. Gifts received by first degree relatives, if

any, will be reported under the applicable school official.




4. Business Transactions Between School District and Board Members for Fiscal Year 2012

For the Twelve-Month
Period

Ended August 31, 2012

Board Board Board Board
Membe | Membe | Board Membe | Board Membe
Board r r Membe | r Membe | r
Membe | Simmon | Greane | r Pappou | r Chamb
r O’Neil |s y-Wurst | Rawlins | s Mytelka | ers
Summary Amounts 1] 1] S0 1] S0 S0 1]

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



5. Asummary schedule of the data submitted to the Texas Education Agency for the financial solvency
provisions of Texas Education Code, §39.0822.

A. Summary Schedule of Data Submitted under the Financial Solvency Provisions of TEC Section

39.0822

General Fund - First Quarter Expenditures by Object Code

Report 2012-13 First-Quarter (first three months of fiscal year 2012-13) General Fund

expenditures by object code whole numbers.

Payroll

Expenditures for payroll costs

Object codes 6110-6149

$9,697,896

Contract Costs

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

Object code series 6200

$3,446,631

Supplies and
Materials

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

object code series 6300

$442,295

Other Operating

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

Object code series 6400

$145,192

Debt Service

Expenditures for debt service

Object code series 6500

$0

Capital Outlay

Expenditures for land, buildings,
and equipment

object code series 6600

$28,799




B. Districts with a September 1-August 31 fiscal year
Within the last two years, did the school district:

Check the Answer | Yes No
Draw funds from a short-term financing note (term less than 12 months) between the X
months of September and December, inclusive, and
For the prior fiscal year, have a total General Fund balance of less than 2 percent of total X
expenditures for General Fund function codes 11-61?
Districts with a July 1-June 30 fiscal year
Within the last two years, did the school district:

Check the Answer | Yes No
Draw funds from a short-term financing note (term less than 12 months) between the
months of July and October, inclusive, and
For the prior fiscal year, have a total General Fund balance of less than 2 percent of total
expenditures for General Fund function codes 11-61?
C. Financial exigency disclosure:

Check the Answer | Yes No
Has the school district declared financial exigency within the past two years? X




D. Selected trend information.

Did the report supplemental comments or explanations for significant trends or measures involving:

Check the Answer

Yes

No

Student-to-staff ratios?

X

Fund Balances in General Fund?

Budget figures and projected revenues and expenditures?

Other?

If yes, excerpt comments or explanations provided to TEA below.

Debt Related Expenditures
Student/Teacher Ratio
Student/Staff Ratio

Fund Balance

Budget and projected revenues & expenditures

E. Superintendent:

How many superintendents has your school district had in the last five years?

F. Business Manager:

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




Galveston County School Districts

District Status Rating Score  Indicatorfor Lost Points
Superior
Galveston ISD Passed ] 70 none
Achievement
Superior
Clear Creek ISD Passed ] 70 none
Achievement
. Superior
Friendswood ISD | Passed . 70 none
Achievement
- Superior
Dickinson ISD Passed . 70 none
Achievement
. Superior
Texas City ISD Passed ] 70 none
Achievement
) Superior
Hitchcock ISD Passed ) 70 none
Achievement
Superior
Santa Fe ISD Passed ) 68 #9 Debt Related Expenditures -2 pts
Achievement
Superior #9 Debt Related Expenditures -3 pts
High Island ISD Passed ) 66
Achievement #17 Students to Total Staff -1 pt
#9 Debt Related Expenditures -3 pts
Standard
La Marque ISD Passed 52 #15 Administrative Cost Ratio -5 pts

Achievement

#18 Unreserved Fund Balance -5 pts

#20 Investment Earnings -5 pts







