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Agenda
❏ Foundation School Program
❏ Maintenance & Operations
❏ Maximum Compress Rate (MCR)
❏ State and Local Property Values
❏ Local Revenues In Excess of Entitlement (Chap 49 Recapture)
❏ Interest & Sinking (Debt Service Fund)
❏ Child Nutrition Program - CEP
❏ Adopting the Budget
❏ Commodity Codes & Purchasing Thresholds (+$50k)



Foundation School Program (FSP)
❏ The FSP establishes how much state funding school districts and charter 

schools are entitled to receive, and to ensure that all school districts, 
regardless of property wealth, receive substantially equal access to 
similar revenue per student at similar tax effort.

❏ Formulas are set in statute (Chapters 46 and 48), and they consider both 
student and district characteristics including the number and type of 
students enrolled, district size and geographic factors, and local taxable 
property values and tax rates.

❏ Generally, once entitlements are established, the formulas are used to 
determine how much a district can generate locally (local share) 
through property taxes before making up the difference with state funds 
(state share).



A balancing act: 
State Share vs. Local Share

Local 
Property Tax 
Revenue 
(M&O)

FSP State 
Revenue

“A change in the M&O 
rate will shift funds 
between state and 

local revenue sources, 
rather than increase 
or decrease overall 

revenue.”



Maintenance & Operations

89%
($84MM)

11%
($10MM)

State 
Funding 

(FSP/ASF)

Local 
Property Tax 

Revenue

2024 = $0.7113

❏ Personnel Salaries & Benefits
❏ Facilities operations
❏ Contractors (instructional, 

professional development, 
legal, maintenance & upkeep, 
technology, utilities, travel, 
leasing contracts, insurance)

❏ Pupil transportation, safety
❏ Provides for basic student 

instruction and supplemental 
special program funding

❏ Short-Term (1-yr) debt for 
operations.



Maximum Compress Rate (MCR)
❏ HB3 (2019) increased the Homestead Exemption from $40k to $100k 

and implemented a tax compression to provide tax relief to taxpayers 
based on the state’s overall property value growth.

❏ It is important to remember that Tier I tax compression does not impact 
the overall level of funding a district is entitled to. Rather, tax 
compression only impacts the balance of state and local share of a 
school district’s total Tier I entitlement.

❏ MCR must be certified by TEA before the Property Tax Rate is adopted.



Maintenance & Operations Tiers
TIER ONE

❏ Refers to the district’s basic 
foundation entitlement.

❏ Based on district’s geographic 
and student’s characteristics, and 
ADA.

❏ Basic Allotment ($6,160 X ADA)
❏ BA X Various Weights = 

➔ Sped Education, Dyslexia, Comp Educ, 
Bilingual, GT, CTE, Early Educ Allot, CCMR, 
Small & Mid-sized, Trans., School Safety, TIA, 
Fast Growth, Mentor Prog Allot, Dropout 
Recovery, Tuition Allotment, College 
Preparation Assessment, Certification 
Examination Reimbursement

TIER TWO
❏ Refers to the district’s 

“enrichment” entitlement 
intended to supplement the 
basic funding.

❏ Based on student’s weighted 
average daily attendance 
(WADA).

❏ Number of pennies of tax 
effort above MCR.

❏ Provides a Guaranteed Yield 
level of funding per penny 
(golden and copper).



Tier I Tax Compression
Tier One

❏ The State Comptroller Value (T2) is used to calculate state funding, 
whereas the Locally Certified Property Value is used to determine 
local tax revenue collections.

❏ The level of growth in the T2 Comptroller value determines the level of 
maximum tax compression (MCR) necessary to generate 100% of the 
Basic Allotment.

❏ The max number of M&O pennies allowed is 17 cents above the MCR.

8

Pennies
9 - 17
6 - 8
1 - 5
0 - MCR



Historical State and Local Property Values
❏ 2024 Local Freeze Adjust 

Value is $11.5 billion
❏ 2025 Estimated Local 

Freeze Adjust Value is 
$11.7 billion (+2.11%)

❏ Average growth in state 
T2 over the last 5 years is 
17.68% and has 
decreased by -2%

❏ 2024 Pre-T2 value is $11.7 
billion (+5.17%), but was 
released incorrectly.



Historical MCR, M&O, and I&S Tax Rates
❏ The 2025 Preliminary 

value reflects less 
than a 2.5% increase, 
thus no tax 
compression is 
calculated.

❏ The calculated M&O 
rate is $0.7113.

❏ The I&S rate is subject 
to change with the 
passing of HB19.



Local Revenues In Excess of Entitlement
(Chapter 49 - Recapture)



What are local revenue levels in 
excess of entitlement?







How does a district reduce excess 
local revenue levels?
A district has five options available to reduce excess revenue levels:

1. Consolidation by agreement [with another district] (TEC, §49.051)
2. Detachment and annexation by agreement (TEC, §49.101)
3. Purchase of attendance credit (TEC, §49.151)  This is 100% of current 

agreements.
4. Education of nonresident students [from a partner district] (TEC, §49.201)
5. Tax base consolidation [with another district] (TEC, §49.251)

If a district fails or refuses to exercise Option 1, 3, 4 or 5, the commissioner is 
required to achieve revenue level reduction through detachment and 
annexation or consolidation (Option 2).



Interest & Sinking (Debt Service)



Interest & Sinking (Debt Service)

93%
($42MM)

7%
($3MM)

State
Funding 

(ASAHE Hold 
Harmless)

Local 
Property Tax 

Revenue

2024 = $0.3701

❏ Long-Term Debt (Principal, 
interest, & bond admin fees)

❏ Payoff existing bond debt 
(Refunding or Defeasance)

❏ New & upgrade existing 
construction

❏ HVAC & lighting
❏ Technology, security, capital 

equipment, buses, leased 
assets, etc.)

❏ Deferred maintenance
❏ Arbitrage payments



Bond Capacity
❏ Bond capacity is the amount a district can issue in new bonds 

without increasing (requiring voter approval) or decreasing the 
current I&S tax rate.

❏ To hold the current I&S tax rate also requires the retirement of 
existing bond debt, through refunding or defeasance, to relieve 
current I&S tax pennies for new debt.

❏ The current bond capacity is $325MM as of January 2025.
❏ HB19 caps bond debt at 20% of an ISD/s tax revenue, averaged 

over the previous three years. Prohibits M&O tax rate increases 
from being used to pay off debt.

❏ Would possibly decrease bond capacity by -6% and the I&S tax 
rate by -8 cents.



Creditworthiness



Child Nutrition Program



Child Nutrition Program at MISD
❏ CEP (Community Eligibility Provision)
❏ Federal reimbursement is based on the percentage of eligible 

students
❏ ISP (Identified Student Percentage) requirement was lowered from 

40 percent to 25 percent of campus or district (Effect. 9/2023)
❏ CEP Benefits:

➔ Free Breakfast and Lunch meals
➔ Increase student participation
➔ Reduces social stigma
➔ No student meal applications
➔ Decreased administrative burden
➔ No school meal debt (negative balances)



Child Nutrition Program at Manor ISD
❏ The free Federal Reimbursement percentage is based on the ISP 

percentage multiplied by 1.6, up to 100%. The remainder is 
reimbursable at the paid rate of $0.45.

❏ The House Ways and Means Committee is suggesting cutting $12 
billion in school meal programs over 10 years by adjusting school 
qualification for the Community Eligibility Provision and requiring 
income verification for national K-12 breakfast and lunch programs. 
The House proposal calls for a 60% threshold. The proposal would 
strip away 24,000 schools’ ability to participate in CEP, impacting 
over 12 million children, according to the Food Research & Action 
Center (Merod, 2025).

❏ Source: https://www.k12dive.com/news/house-republicans-float-plan-to-cut-community-eligibility-provision/739212/



Child Nutrition Program at MISD
❏ For Manor ISD, the 60% threshold proposal increase would make 

10 of our campuses ineligible for CEP free meals.

❏ All ineligible campuses will have 
to provide meals at full or 
reduced prices, in accordance 
to TDA guidelines. Students would 
qualify based on annual income 
verification eligibility.



Adopting the Budget



Budget Adoption Requirements
❏ CE (Local) - Annual Operating Budget (Planning, Meeting, 

Adoption, Amending)
❏ Educ. Code Section 44.0041 - Publication of Summary of 

Proposed Budget
❏ Adoption and Publication of Budget at the Function Level

A. Instruction
B. Instructional Support
C. Central Administration
D. District Operations
E. Debt Service
F. Other categories designated by the commissioner, and 

G. Comparison to the previous year’s actual spending.
❏ Must be adopted by June 30th



District Goals
❏ Maintain a safe school and work environment
❏ Ensure all students are on grade level in Math and Reading 

in 3rd, 5th and 8th grades
❏ Ensure all students graduate from high school College, 

Career or Military ready
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Guiding Principles
❏ Invest in the skills of our employees
❏ Simplify the mission for teachers, staff, and students
❏ Support programs/services that have a deep, wide positive 

impact on our goals (quality and quantity)
❏ Focus on needs not wants
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Constraint Progress Measure (CPM)
General Fund Balance as a Percentage of Expenditures
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❏ CPM measures 
the general fund 
balance as a 
percent of the 
operating budget 
and is based on 
60-days or 16.4%.

29.9% Delta

-4.0%
Delta

32.0% Delta

–5.8%
Delta



2025-2026 Pre-Operating Budget



Commodity Codes and Purchasing 
Thresholds



Commodity Codes in Action
❏ Recommended by the auditors and federal 

awarding agencies.
❏ Purchasing reporting efficiency and control by 

grouping identical or liked-items from various 
vendors into locally defined commodity codes.

❏ Spreads the purchasing cap limit of $50k across 
various vendors instead of per single vendor 
transaction(s).

❏ Vendors that are not members of an active 
purchasing co-op will require procurement, if 
the aggregate commodity purchases will 
exceed $50k.

❏ Will not apply to bond project purchases.

Commodity Codes:
❏100-012 – e.g., Contracted 

Services, $250,000 (Various 
vendors)

❏700- 008 – e.g., Foods: Staple 
Grocery & Grocery, $150,000 
(Various vendors)

❏400- 036 – e.g., HVAC Services,  
$450,000 (Various vendors)

❏395- 013 – e.g., Software 
Subscription/License, $750,000 
(Various vendors)

❏180- 011– e.g., Textbooks, 
$50,000 (Various vendors)



QUESTIONS?



Manor Independent School District

Thank you!


