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In this issue, we'll cover fixing public education funding by tackling two different approaches to the problem.
This first page starts you off with introductions to both articles: Fixing the Foundation and Fixing the Basic
Allotment. We want you to read both articles... each is continued separately in the pages to follow. As always,
keep connecting with us through regional meetings, phone calls with specific finance questions, upcoming
conferences and more - renew your membership for this year if you haven’t already. There is still much to be
done and plenty of work ahead as we await the next special session this fall.

How Much Funding Do Public Schools
Need? ...and what to do with school finance in
an upcoming special session?

Use all available resources to address the most
“Basic” need.

At a time that sees Texas flush with surplus

funds estimated as well north of $60 billion

(this includes anticipated “rainy day” funds), and
legitimate new funding needs for public schools
that easily totals $25 billion for the upcoming
biennium, Texas' leaders chose to spend $18
billion-plus on property tax cuts and provided $4
billion to address funding needs for our public
school system. Contemplate that absurdity if you
will. Especially in light of the claims by elected
officials that public education is their number one
legislative task!

After the frustration dissipates, we ask “Ok, if

$4 billion is all we have available for improving
public school finance, what is the wisest way

for us to use it?”If an anticipated fall special
legislative session does take place, that will be
the main item on the agenda (let’s just ignore for
now the fact that many will be pushing to tie that
funding to an additional $500 million set aside for
a voucher program).

Next, let’s look at some of the bigger ticket items
that need to be addressed.

(continued on page 7 under How Much Funding?)

Spending It All On The Basic Allotment

Spend the full $3.996 billion (or whatever they
determine is available for public education) on
fixing the Basic Allotment.

Since our leaders determined that we apparently can
only avail $4 billion of the $25 billion-plus (see “How
Much Funding Do Public Schools Need?”p.1, 7-8) we
actually need to begin to adequately fund our public
schools, how do we spend those funds in a way that
delivers the most help for all school districts, makes the
most funding available for the teacher salary increases
and sets a baseline that enables future legislators to
focus on future needs to adequately and efficiently
fund students and schools?

It is very simple and very “Basic”. Put the full $4 billion
into increasing the Basic Allotment and establishing a
legitimate ongoing inflation adjustment factor in the
second year of the biennium.

Why? The Basic Allotment is the foundation of the
formula system. As long as it is inadequate and not
automatically annually adjusted for inflation, then
what you do with all the various student weights will
simply be the equivalent of moving the deck chairs
on the Titanic. The arrangement of the chairs is of no
import. The ship is still going to sink, maybe a different
part first because you shifted the chairs around, but
because you failed to correctly fix the huge hole in
the hull below the water line, the ship is still taking on
water and is doomed to sink - to the bottom.

(continued on page 2 under Spending on the BA)
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Spending on the Basic Allotment... continued

Taking the aforementioned action would allow the state formula to increase the Basic Allotment to
something over $6,700 for the 2024-25 school year and provide automatic, economy-factor-driven
increases each year to help school districts compete for teacher salaries and cover additional increases in
costs.

Mathematically, as the following chart demonstrates, anytime you increase the Basic Allotment,

you also increase funding for all the categorical areas of the formula by the same percentage. For
example, a nine percent increase in the Basic Allotment (using $3.996 billion to go from $6,160 to $6,715)
would also drive a nine percent increase in funding for the Fast Growth Allotment, the Small and Mid-sized
allotments, Compensatory Education, etc. As the chart shows, that type of increase in the Basic Allotment
would drive over $400 million new dollars into Special Education funding, each year.

Categorical Funding Gains by Increasing BA in Year 2 by $3.9 Billion

Programmatic Category  FY 25 Current Law FY 25 BA = $6,715 Categorical Funding Gains % of Increase

Regular Program S 25,742,808,929 S 28,062,169,149 S 2,319,360,220 9.01%
Small District S 158,698,131 S 172,996,420 S 14,298,289 9.01%
Mid-sized District S 670,346,072 S 730,742,512 $ 60,396,440 9.01%
County-wide District S 10,156,233 S 11,071,284 $ 915,051 9.01%
Small Mid-sized Combined $ 839,200,437 S 914,810,217 $ 75,609,780 9.01%
Special Education S 4,651,229,640 S 5,071,705,435 S 420,475,795 9.04%
Career Tech S 3,276,853,574 S 3,572,089,569 $ 295,235,995 9.01%
Compensatory Education $§  4,839,485,031 § 5,275,510,063 $ 436,025,032 9.01%
Bilingual Education S 666,715,295 $ 726,787,882 S 60,072,587 9.01%
Fast Growth District S 315,392,000 S 343,808,000 $ 28,416,000 9.01%

Draft Data By Equity Center 8/23 based on TEA FY 25 Projections

Additionally, because the very foundation of our funding system would now have inflationary increases
built into the state’s base budget each biennium, legislators would then be able to focus additional funding
and effort on the updating, accuracy and needs of all student weights on a scheduled basis.

Instead of piecemeal approaches (like HB 100 from the spring legislative session) that throw $100 million for
this weight or $500 million for this group of schools, but provide no cost-based, long-term solutions for any
district needs on the whole, this approach offers the legislature the legitimate chance to move school
funding towards a stable, predictable foundation that allows for the actual focus of future efforts and
attention on addressing programmatic issues that need to be updated and addressed on a recurring basis.

Provide your home’s foundation a permanent fix first, then your work to fix the windows, walls, and roof
may actually amount to more than just a patch job!

See a copy of our July 11th formal testimony to the Select Committee, chaired by Representative Buckley,
on the following page.
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EC Testimony to Select Committee

House Select Committee on Educational Opportunity and Enrichment, July 11, 2023

Chairman Buckley, Vice Chair Gervin-Hawkins, committee members, my name is Josh Sanderson and I am
Deputy Executive Director of the Equity Center. We are here today to provide input on how we believe the
House should proceed on addressing funding the 5.4 million students in our public schools.

First, and in our opinion, foremost, we believe that anything this body proposes should do no harm to

the progress made by the legislature in 2019 with House Bill 3. We have heard Commissioner Morath state
several times that the Texas school finance system post HB 3 is arguably the most equitable school finance
system in the country. We urge you to not pursue any policy initiative that would disrupt this progress.

House Bill 3 from 2019 took an enormous amount of work from the Texas Commission on Public School
Finance studying the many provisions and layers of the school finance system, to ultimately building a
much more efficient, and equitable way to fund our children’s education regardless of their zip codes.
This time around, it does not need to be that complex.

Our recommendation is very simple: Use the limited resources we have available to drive as much funding
as possible toward teacher pay raises and district discretionary funding to see to local needs. You do this
by putting the entire $3.9 billion into the Basic Allotment.

The Constitution calls for an efficient system of free public schools, and we believe that this is the most
efficient use of the funds that are available.

We are at least 14% behind on the value of what the Basic Allotment was the last time it was
increased.

We have given you a handout that shows what putting the $3.9 billion into the Basic Allotment would
mean for your districts. ($350 million would apply to charter schools, leaving $3.65 billion for traditional
public schools).

Starting on page 38, the numbers show what district revenue would look like if you put the full amount in
year two of the biennium, as well as how it would affect districts receiving the Formula Transition Grant.
Our numbers show that only 21 districts would remain reliant upon the Transition Grant in this scenario.

After the Basic Allotment is caught up AND an inflation factor is included Chairman King, we believe that
there should be a regular study into what the actual costs are that schools are facing so that the weights
can be adjusted to reflect these costs, rather than having arbitrary increases.

Since programmatic funding is a function of both the weight for that program and the value of the
Basic Allotment, even if the state gets the weights set at correct levels, if they are being multiplied by an
insufficient Basic Allotment, the product and funding level will still not be adequate.

If you apply the full $3.9 billion you get a BA of approximately $6,445. If you put the same amount of
revenue into the BA in the second year of the biennium, it increases to over $6,700. This $3.9 billion in the
second year gets us a 9% increase, so still not all the way there.

Using your recommendation, Chairman King, to require 50 percent of new revenue to be applied to
educator pay raises, this is how you maximize increases in educator compensation.

Appropriating the full amount to the Basic Allotment is the best way to: deliver a meaningful raise

to educators, provide each district the flexibility to see to local needs, reduce recapture, and
maintain the efficiency gains made four years ago.

(Testimony continued on page 4)
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EC Testimony to Select Committee... continued

Historically, we have opposed hold harmless funding provisions for three primary reasons:

1. They are never cost-based. Meaning that the funding amount is never tied to a direct, identifiable
cost the district has that another district does not have.

2. They are dis-equalizing, in that they deliver revenue above formula funding amounts, which is
contrary to the Constitutional requirement of providing similar revenue for similar students.

3. They are not reliable, long-term funding streams for school districts. Whether it was the Wealth
Hold Harmless Grant from 1993 that was extended until it finally phases out after the 2023-24 school
year, or ASATR from 2006 that didn’t finally go away until 2017. The state spent billions more on these
grants than was initially intended.

Hold harmless provisions are an inefficient use of finite state funds.

Finally, we would like to bring attention to an issue that has gone largely unaddressed, but is a significant
and growing impediment to adequate and efficient funding for all schools. The dynamic between local
County Appraisal Districts and the Comptroller’s Property Value Study is causing more districts to be
assigned state values as their local fund assignment, or what the state uses to calculate the state/local share.

In the past school year, nearly 150 school districts have been assigned state values, at a loss of nearly $700
million in formula funding that these districts are entitled to. If you look at districts that are in years one and
two of the grace period, that number could increase to 200 districts in the next school year.

Thankfully, two amendments to House Bill 100 by Representative Harris addressed this issue, but they
were removed in the Senate. We believe the only way to properly and permanently correct the issue of
ensuring that every district receives their full formula funding is to move to using actual district property
tax collections to determine the local share, rather than using property values, which is always a proxy for
collections.

Under current law, school districts have no recourse to force CADs to adopt valuations in compliance with
the Property Value Study; they are essentially collateral damage in the conversation between the CAD and
Comptroller. This has typically been a much smaller problem that is growing both in the number of districts
affected, and the amount these districts are losing.

We would be happy to discuss this in more detail at a later time. We thank you for the opportunity to be
here today, and I'd be happy to answer any questions.

Special Sessions... What's Next?

At the time of print, the 88th Legislature adjourned, as did two special sessions on property tax relief.
Interim committees continue to meet and discuss policy and funding decisions, and as we look ahead, all
reports indicate an upcoming October special session on school choice. Meanwhile, our public schools
sit facing rising costs, teacher shortages, additional required safety expenditures and more...

We can think of no better time to RENEW your membership today if you haven't already. This is a great
way to stay up to date on the impact new laws have on your school district’s funding. Additionally,
members can access our online data solutions for determining funding, call us for one on one questions
and solutions or for board presentations and information, or attend our annual conference in January
2024. Join today! Email josh@equitycenter.org or call 512-478-7313.

**Don’t for?et to catch our presentation, The World of Texas Public School Finance--
Remember You Are Here Forever!, at TASA fall conference on September 30th at 7:30
a.m. And come visit us at our booth during the conference #640. See you there!
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NATIONAL INSTITUTE FOR
EXCELLENCE IN TEACHING

For more than two decades, the National Institute for Excellence in Teaching (NIET) has
partnered with schools, districts, states, and universities to build educator excellence and give
all students the opportunity for success. True equity is created when all students have access

to highly effective teachers.

This is at the heart of NIET’s mission.

From side-by-side coaching, training, and mentoring to grant procurement, support, and
implementation, NIET’s Texas-based team partners with Texas districts of all sizes and
locations. NIET currently supports more than 30 Texas districts in research-based
improvement efforts including:

« Coaching and support to drive instructional improvement

« Principal leadership development

« Instruction leadership team training and supports

o Teacher Incentive Allotment planning and implementation

« Mentor Program Allotment planning and implementation

« Resilient Schools Support Program planning and implementation

The possibilities for NIET partnership
@ NET 6 are diverse and tailored to your needs.

WETtesck Contact Julee Broscoff at
JBroscoff@niet.org or Saul Hinojosa at
\IETteach SHinojosa@niet.org to learn more.
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Texas school children

to fumnd esseniigl schaol servces

Linebargers protessional services help aur schodl clents stay tocused on their antical
mission of educating Texas school chikdren

Cur employees dedicate ther time 1o serve as student mentors, support school bond
igsues, and work with local groups that expand quality education opportunities for
We affer our school clients complimentary servioes to help them navigate the complex

funding and regulatory environment that governs public education in Tedas

With Linebargers halp, our school clients are more ikely to have the revenue neaded

Providing
Professional
Collection
Services
Since 1976

LINEBARGER

ATTORMEYS AT LAW

Far mara infarmation about Linebarger Gogzan Blair & Sampson, LLP, visit ourwebsite at wwe|ghs.com orcall 80002627229,

Princigal Office: Austin, Teaas. [he atbamey respandible fr ihe conlanls of this sdvarte: menl is Carmen Pares

THE

HANEY

GCROUP

* Results-Driven Lobby Group

® Influencing Cutcomes Using
Parliamentary Strategies.

* Developing Legislative Strategies
for Creating Consistent Policy
Messaging.

* Polling Legislators for Voting

Positions on Policy Issues.

Calendars, Appropriations, and

Sunset Review Processes.

Robert@haney-group.com

®* Expert Guidance for Floor Strategy,

TWO NEW SOLUTIONS TO MOVE YOUR
LEGISLATIVE AGENDA FORWARD
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 Project-Based Consulting

* Point of Order Containment

 Legislative Procedure Crisis
Management

s Offensive/Defensive
Strategies

s Legislative Process 101

Solutions@texasbillreview.com
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How Much Funding... continued from page 1

A few of the bigger ticket items that need to be addressed:

1. Increase the BA (Basic Allotment) to catch up for the inflation lost because the BA has remained
stagnate at $6,160 since 2019. 14% inflation over that time period would have seen the BA rise to
$7,022 and a modest inflation adjustment of 3% in year two of the biennium would adjust it to
$7,232. Biennial cost = $14 billion

2. State formula funding for Special Education is currently around $2.1 billion a year short of
covering current expenditures. Biennial cost = $4.2 billion

3. Currently, wealthy districts that pay recapture are guaranteed 100% of their Tier 1 formula
funding. They get a “rebate” on their recapture charges to make it so. The other 85% of school
districts have no such guarantee. All districts should have this guarantee. Biennial cost = $1.6
billion

4.The guaranteed funding level per student per penny of tax effort for helping districts pay off
bonded debt has essentially remained stagnate since the 1999-2000 school year. In 1999-2000 the
Yield level was $35 and meant that 91% of students across the state were in school districts that
qualified for state assistance for paying off bonded debt. The state in fact paid for nearly one-third
of school bond debt payments in that year. Now the Yield is just short $40 per student per penny
of tax effort and less than 20% of students and 5% of bonded debt payments are covered by the
state. We should return to the equity and efficiency standard of 1999-2000. Biennial cost = $3.2
billion.

5. Increase funding for the School Safety Allotment so that it actually covers the cost of putting a
qualified safety officer on every campus, as required in SB 11 of the regular session. Biennial cost =
$2 billion

6. Biennial cost for items 1 through 5 = $25 billion

7. Compensatory and Bilingual Education weights are one-half to one-fourth of what research
originally projected. Other student weights also need updating and research. And this is on top of
the basic problems outlined in items one through five.

Therefore, since our leaders have determined that we can only avail $4 billion of the $25 billion-plus we
actually need to begin to adequately fund our public schools, how do we spend those funds in a way
that delivers the most help for all school districts, makes the most funding available for the teacher
salary increases, and sets a baseline that enables future legislators to focus on future needs to adequately
and efficiently fund students and schools?

It is very simple and very “Basic.” Put the full $4 billion into increasing the Basic Allotment and
establishing a legitimate ongoing inflation adjustment factor in the second year of the biennium.

Why? The Basic Allotment is the foundation of the formula system. As long as it is inadequate and not
automatically annually adjusted for inflation, then what you do with all the various student weights will
simply be the equivalent of moving the deck chairs on the Titanic. The arrangement of the chairs is of no
import. The ship is still going to sink, maybe a different part first because you shifted the chairs around,
but because you failed to correctly fix the huge hole in the hull below the water line, the ship is still taking
on water and is doomed to sink - to the bottom.

Taking the aforementioned action would allow the state formula to increase the Basic Allotment to
something over $6,700 for the 2024-25 school year and provide automatic, economy-factor-driven
increases each year to help school districts compete for teacher salaries and cover additional increases in
costs.

(continued on page 8)
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How Much Funding... continued

Additionally, because the very foundation of our funding system would now have inflationary increases
built into the state’s base budget each biennium, legislators would then be able to focus additional
funding and effort on the updating, accuracy and needs of all student weights on a scheduled basis.

Instead of piecemeal approaches that throw $100 million for this weight or $500 million for this
group of schools, but provide no cost-based, long-term solutions for any district needs in the whole,
this approach offers the legislature the legitimate chance to move school funding towards a
stable, predictable foundation that allows the actual focus of efforts and attention on addressing
programmatic issues that need to be updated and addressed on a recurring basis.

Provide your home’s foundation a permanent fix first, then your patches to the windows, walls and roof
may actually work!

Again, a copy of our July 11th formal testimony to the Select Committee, chaired by Representative
Buckley, can be viewed on pages 3-4.

TEXAS PUBLIC

EDUCATION

Whether you’re building a new school, renovating facilities, or upgrading

technology, you need the right municipal advisor—one who works in Hi"topsecurities

your best interests. From financial planning to the issuance of bonds,

Investment Banking Solutions
we help school districts pursue their financing needs. Because when it

comes to advancing communities, students matter. HILLTOPSECURITIES.COM

This communication is intended for issuers for educational and informational purposes only and does not constitute legal or investment advice, nor is it an offer or a solicitation
of an offer to buy or sell any investment or other specific product or service. Financial transactions may be dependent upon many factors such as, but not limited to, interest
rate trends, tax rates, supply, and change in laws, rules and regulations, as well as changes in credit quality and rating agency considerations. The effect of such changes in such
assumptions may be material and could affect the projected results. Any outcome or result HilltopSecurities, or any of its employees, may have achieved on behalf of our clients

in previous matters does not necessarily indicate similar results can be obtained in the future for current or potential clients. HilltopSecurities makes no claim the use of this
communication will assure a successful outcome. This communication is intended for institutional use only.

©2023 HilltopSecurities Inc. All rights reserved. 717 N Harwood St., Ste 3400, Dallas, TX 75201 MEMBER: NYSE/FINRA/SIPC HTS1029912760
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Equity Center Membership Drive - JOIN NOW!

The 88th Legislative Session came to an end... and left a lot of money on the table,
not allocated to Texas public schools. With rising costs due to inflation, newly-passed
school safety requirements, needs for increased teacher salaries and projected special
sessions ahead, this is the time to make sure you are part of an association advocating
for you! JOIN or RENEW TODAY!

Member benefits include....

- District modeling & comparisons showing how important

legislative changes affect your budget.

- EC Funding Wizard (instant computer analysis to help you

maximize your funding). *Funding Wizard data is stored in the cloud for
easy access to pull charts for presentations, meetings and required postings.
- 1&S Wizard also included.

- Legislative Video Alerts & News to keep you informed and up
to speed on issues impacting your district.

- Bill Tracking, Analyses & Talking points on key legislation.
- Board Trainings & Presentations.

- Personalized help with school finance questions.

Check your e-mail for your application
or contact us today! (512) 478-7313
info@equitycenter.org
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MOAKCASEY

PROVEN LEADERS ADVANCING TEXAS SCHOOLS

ACADEMICS, ASSESMENTS, &
ACCOUNTABILITY

Risk Load Analysis + CCMR Workshops
Custom Reports » Board Reports

Inside Accountability  + Accountability 101 & 201
Academic Data Review  presentations

SCHOOL FINANCE

Property Value Studies
Financial Modeling
Revenue Estimation
Truth-in Taxation

Staffing Studies

Financial Data Review
Geocoding Assistance
Texas School Policy Network

ECONOMIC DEVELOPMENT

Beyond Chapter 313, MoakCasey has worked with
school districts on analyzing the impact of Freeport and
FTZ exemptions on school districts’ finances. MCA
conducts a study of the exemptions, including the history
and statewide implementation.

STRATEGIC THOUGHT, DESIGN, &
CONTINUOUS IMPROVEMENT

Moak Casey has created a unique peer-coaching
framework dedicated to the development and
support of a consortium of performance-focused,
forward thinking superintendents

ADVOCACY SERVICES

Direct Lobbying » Regulatory Affairs

Public Policy Strategy e Legislative Tracking
Development o Policy Research & Analysis
State Agency Relations ¢ Coalition Building
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Students matter. Taxpayers matter. Equity matters.
Find out more at www.equitycenter.org

NEED HELP UNDERSTANDING WHAT JUST HAPPENED IN THE LEGISLATURE
AND HOW IT IMPACTS YOUR FUNDING???

JOIN HUNDREDS OF OTHER SCHOOLS & JOIN THE EQUITY CENTER TODAY
TO KEEP UP-TO-DATE ON ALL THINGS SCHOOL FINANCE!

Equity Center members receive MANY benefits, including access to our Funding
Wizard, modeling, legislative alerts and videos, and more!

In recent years, the word equity is thrown around in relation to a lot of different issues - especially
around the legislature and various advocacy groups... BUT... Founded in 1982 with 55 school
districts, we’ve grown over the last 40 years to boast membership of nearly two-thirds of Texas
school districts. While we’ve changed in size, the mission and focus of the Equity Center remains
the same: we advocate for adequate and equitable funding for all Texas districts. We educate and
serve as resource to legislators and their staff, as well as our school district members - relaying
critical school finance information, modeling with reliable numbers and perspective on how school
finance changes within the formula funding system impact you! JOIN TODAY!!!
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We thank our generous sponsors for their continued support! Please reach out

to these partners for your district’s needs.
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Find out more at www.equitycenter.org
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