FINANCIAL INTEGEITY RANING e

How Ratings are Assessed

Rating Worksheet

Preliminary ratings are released by
Texas Education Agency every calendar
year during the summer. The
Commissioner's Rules for School FIRST
are contained in Title 19, Texas
Administrative Code, Chapter 109,
Subchapter AA, Commissioner's Rules
Concerning Financial Accountability
Rating System.

The School FIRST Communications Kit
was updated in September 2018 to
include changes in the Commissioner’s
Rule for School FIRST that were
finalized in August 2018. The most
substantive changes in August 2018 will
be implemented by the Teas Education
Agency beginning with ratings year
2020-2021 based primarily on data from
fiscal year 2020.

During the phase-in period, the new
School FIRST system has separate
worksheets for rating years 2017-2018,
2018-2019, and 2019-2020 as
compared to subsequent years.

The questions a school district must
address in completing the worksheet
used to assess its financial
management system can be confusing
to non-accountants. The following is a
layman's explanation of what the
questions mean—and what your
district's answers can mean to its rating.

1. 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?

A simple indicator. Was your Annual
Financial Report filed by the deadline?

2. Review the AFR for an
unmodified opinion and material
weaknesses. The school district
must pass 2.A to pass this
indicator. The school district fails
indicator number 2 if it responds
“No" to indicator 2.A. or to both
indicators 2.A and 2.B.

2.A. Was there an unmodified
opinion in the AFR on the financial
statements as a whole? (The
American Institute of Certified
Public Accountants (AICPA)
defines unmodified opinion. The
external independent auditor
determines if there was an
unmodified opinion.)?

A “modified” version of the auditor’s
opinion in your annual audit report
means that you need to correct some of
your reporting or financial controls. A
district's goal, therefore, is to receive an
“unmodified opinion” on its Annual
Financial Report. 2.A. is a simple “Yes”
or “No” indicator (see instructions under
“2."” for evaluating performance under
“2.A” and “2.B.” to arrive at the score for
I62.").

2.B. 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? (The AICPA defines
material weakness.)

A clean audit of your Annual Financial
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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. 2.B. is a simple “Yes” or
“No” indicator (see instructions under
“2.” for evaluating performance under
“2.A” and “2.B” to arrive at the score for
“2.").

3. Was the school district in
compliance with the payment
terms of all debt agreements at
fiscal year end? (If the school
district was in default in a prior
fiscal year, an exemption applies
in following years if the school
district is current on its
forbearance or payment plan with
the lender and the payments are
made on schedule for the fiscal
year being rated. Also exempted
are technical defaults that are not
related to monetary defauits. A
technical default is a failure to
uphold the terms of a debt
covenant, contract, or master
promissory note even though
payments to the lender, trust, or
sinking fund are current. A debt
agreement is a legal agreement
between a debtor (= person,
company, etc. that owes money)
and their creditors, which
includes a plan for paying back
the debt.)

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.

4, 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?

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.

5. 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 is not being scored this
year due to the impact of accounting
changes implemented by the
Governmental Accounting Standards
Board.

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.

6. Was the number of days of cash on
hand and current investments in the
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general fund for the school district
sufficient to cover operating
expenditures (excluding facilities
acquisition and construction)?

This indicator measures how long in
days after the end of the fiscal the
school district could have disbursed
funds for its operating expenditures
without receiving any new revenues. Did
you meet or exceed the target amount in
School FIRST?

7. Was the measure of current assets
to current liabilities ratio for the
school district sufficient to cover
short-term debt?

This indicator measures whether the
school district had sufficient short-term
assets at the end of the fiscal year to
pay off its short-term liabilities. Did you
meet or exceed the target amount in
School FIRST?

8. Was the ratio of long-term
liabilities to total assets for the
school district sufficient to support
long-term solvency? (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 question is like asking someone if
their mortgage exceeds the market
value of their home. Were you below the
cap for this ratio in School FIRST?
Fortunately, this indicator recognizes
that high-growth districts incur additional
operating costs to open new
instructional campuses.

9. Did the school district's general
fund revenues equal or exceed
expenditures (excluding facilities
acquisition and construction)? If not,

was the school district’s number of
days of cash on hand greater than or
equal to 60 days?

This indicator simply asks, “Did you
spend more than you earned?” (the
school district will automatically pass
this indicator, if the school district had at
least 60 days cash on hand.)

10. Was the debt service coverage
ratio sufficient to meet the required
debt service?

This indicator asks about the school
district’s ability to make debt principal
and interest payments that will become
due during the year. Did you meet or
exceed the target amount in School
FIRST?

11. Was the school district’s
administrative cost ratio equal to
or less than the threshold ratio?

This indicator measures the percentage
of their budget that Texas school
districts spent on administration. Did you
exceed the cap in School FIRST for
districts of your size?

12. Did the school district not have a
15 percent decline in the students to
staff ratio over 3 years (total
enroliment to total staff)? (If the
student enrollment did not decrease,
the school district will automatically
pass this indicator.)

If the school district had a decline in
students over 3 school years, this
indicator asks if the school district
decreased the number of the staff on
the payroll in proportion to the decline in
students. (The school district
automatically passes this indicator if
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there was no decline in students.) School Program state aid.

13. 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?

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.

14. 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? (The AICPA defines
material noncompliance.)

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.

15, Did the school district not receive
an adjusted repayment schedule for
more than one fiscal year for an
overallocation of Foundation School
Program (FSP) funds as a result of a
financial hardship?

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
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2019-2020 RATINGS BASED ON SCHOOL YEAR 2018-2019 DATA - DISTRICT STATUS DETAIL

farme: CORSICANA ISD(175903; Publication Level 1: 8/6/2020 9:26:37 AM
Status: Passed Publication Level 2: 8/6/2020 11:17:34 AM
Rating: A = Superior tast Updated: §/6/2020 11:17:34 AM
District $core: 9¢ Passing Score: 60
# Indicator Description Updated Score
1 Was the complete annual financial report (AFR) and date submitted to the TEA within 30 davys of the November 27 or lanuary 28 deadline depending on the school district’s fiscal 3/306/2020 Yes
vear end date of June 30 or August 31, respectively? 2119116
PM
2 nodified op and al weeknesses, The school district must pass 2.4 to pass this indicator. The school district fails indicator numiber 2 i it
o 24 or to N irdicators 2.4 and 2
2.A Was there an unmedified opinion in the AFR on the financial statements as a whole? {The American Institute of Certified Public Accountants (AICPA) defines unmodified opinion. 3/30/2020 Yas
The external independent auditor determines Iif there was an unmodified opinion.) 2:15:16
PM
2.8 Did the external indenendent auditor report that the AFR was free of any instance(s) of material weaknesses in internal controls over financial reporting and complance for local 3/306/2020 Yes
state, or federal funds? (The AICPA defines material weakness.) 2:19:17
PM
3 Was the school district in compliance with the payment terms of all debt agreements at fiscal year end? (If the schoel district was in default in a prior fiscal year, an exemption 3/30/2020 Yes
applies in following years if the school district is current on jts forbearance or payment plan with the lender and the payments are made on schedule for the fiscal ygar being 2:1%:17
rated, Also exempted are technical defaults that are not related to monetary defaults. A technical default is a failure to uphold the tarms of a debt covenant, contract, or master PM
promissory note even though payments to the lender, trust, or sinking fund are current. A debt agreement is a legal agreement between a debtor (= person, company, etc, that
owes money) and their creditors, which inciudes a plan for paying back the debt )
4 Did the school district make timely payments to the Teachers Retirement System (TRS), Texas Workforce Commission (IWC), Internal Revenue Service (IRS), and other 3/30/2020 Yes
government agencies? 2:15:17
PM
5 Thizs indiwater is not being scored.
1
Multiptier
Sum
& 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 3/30/2020 18
acoulsition and construction)? (See ranges below,) 2:19:18
PM
7 Was the measure of current assets to current fiabilities ratio for the school district sufficient to cover short-term debt? {See ranges below,) 3/30/2020 10
2:19:19
P
& Was the ratio of long-term liabilities to total assets for the school district sufficient to support long-term solvency? If the school district's incraase of students in membership over 3/30/2020 &
5 years was 7 percent or more, then the school district passes this indicator, See ranges below. Z2:18:21
PM
& Did the school district’s general fund revenues egual or exceed expenditures (excluding facilities acquisition and construction)? If not, was the school district’s number of days of 3/30/2020 10
gash on hand greater than or egual to 60 days? 211421
PM
10 Was the debt service coverage ratio sufficient to meet the required debt service? (See ranges below,) 3/30/2020 10
2:19:23
PM
11 Was the schogl district’s administrative cost ratio equal to or less than the threshold ratio? {See ranges bejow.) 3/30/2020 10
2:19:23
PM
12 Did the school district not have a 15 percent dedline in the students to staff ratic over 3 years (total enrollment to total staff)7 (If the student enroliment did not decrease, the 10
school district will automatically pass thig indicator,) 2:19:24
P
1 Did the comparisen of Public Education Information Management Systern (PEIMS) data to like information in the school district’s AFR result In a total variance of less than 3 3/30/2 10
percent of all expendityres by function? 2:19:27
PM
14 Did the external independent auditor indicate the AFR was free of any instance(s)_of material noncomnliance for grants, contracts, and laws related to local, state, or federal 3/30/2020 10
funds? (The AICPA defines material noncompliance.) 2:19:27
PM
15 Did the schoo! district not receive an adjusted repayment schedule for more than one fiscal vear for an over allocation of Foundation School Program (FSP) funds as a result of a 10

financial hardship?

hitps://tealprod.tea.state.tx.us/First/forms/District.aspx?year=2018&district=175903
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96 Score

DETERMINATION OF RATING

A&, swor ‘N’ to Indicators 1, 3, 4, or 2.47 1f so, the schiool ¢ ating is F for Substandard Achievement rogardless of pomts can

B. of (indicators 6-15)
& = Superior S0-100
B = Above Standard 30-88%
€ = Meets Standard £0-79
F = Substandard Achievement <60

Ko Rating = A school district receiving territory that annexes with a school district ordered by the commissioner under TEC 13.054, or consolidation under Subchapter H, Chapter 41. No
rating will be issued for the school district receiving territory untit the third yesr after the annexation/consolidation.

Home Page: Fi iaf A bility | Send comments or ions to Fi iathccountability@tea texas. oy

THE TEXAS EDUCATION AGENCY
1701 NORTH CONGRESS AVEMNUE - AUSTIN, TEXAS, 78701 - (512} 463-0734
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