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School FIRST
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What is School FIRST and What is
the Purpose?
• School FIRST is a financial accountability rating system that
holds school districts accountable for the quality of their
financial management practices.

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

• School FIRST is a tool that creates transparency and discloses

the quality of local management and decision-making processes
that the school district uses concerning the financial resources
the school district receives.
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Timeline for Amending and
Adopting New Indicators for FIRST
• The Texas Education Code (TEC), Section 39.082

(d) states that the commissioner shall evaluate
indicators adopted under Subsection (b) at least one
ever three years.

• Previous amendment and adoption of FIRST

indicators began in 2015 and was effective August 6,
2015.
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Timeline for Amending and
Adopting New Indicators for FIRST
• The Financial Accountability Section has started the

process of evaluating the current FIRST indicators
to determine which indicators should be amended, as
well as, discussing the adoption of new indicators for
FIRST.

• A timeline that outlines the stages in which the
process will flow has been created.

• Input/feedback from stakeholders is highly
encouraged.
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Proposed Timeline
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Considerations for Amending and
Adopting New FIRST Indicators
• Split indicator 1 into two separate indicators.
• Split indicator 2 into two separate indicators. Part

(2a) will be a critical indicator and part (2b) will be a
point driven indicator

• Consider amounts for current refunding for indicator
10

• Add questions to Schedule L-1 to capture
information not provided in the AFR
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Let’s Review Current
School FIRST Indicators and the Proposed
Changes
• Current School FIRST Indicators are adopted in 19 TAC
§109.1001(e) and (h)

• Please note: The Data Feed and PEIMS/TSDS PEIMS data used in this

presentation is for illustration only. The applicable data for each rating year will be
extracted from the Data Feed and PEIMS/TSDS PEIMS to produce your
school district’s final School FIRST rating.
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Critical Indicators
Failure to meet the requirements of any critical indicator would cause a
failure of FIRST

 Indicator 1: Timely Filing of the AFR and Data Feed
 Indicator 2: Unmodified Opinion and Material Weakness in the AFR
Must pass 2.A to pass this indicator:
 2.A - Unmodified Auditor Opinion for the AFR, or
 2.B - No Material Weakness Noted on the AFR

 Indicator 3: Monetary Default on Debt
 Indicator 4: Timely Payments to Government Entities
 Indicator 5: Unrestricted Net Asset Balance
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Indicator 1
Timely Submission of AFR
Current
• Was the complete annual financial report (AFR) and data submitted to
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?

• Critical Indicator – Yes or No response
• Aligns with Texas Education Code, § 44.008(d)
• Source : AFR and Data Feed
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Indicator 1
Timely Submission of AFR
Proposed
Separate into two parts:
Part 1: Was the complete annual financial report (AFR) submitted to
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?

• Critical Indicator – Yes or No response
• Aligns with Texas Education Code, § 44.008(d)
• Source : AFR and Data Feed
11

Indicator 1
Timely Submission of AFR
Proposed
Separate into two parts:
Part 2: Was the complete data feed submitted to TEA by November
27 or January 28 deadline depending on the school district’s fiscal year
end date of June 30 or August 31, respectively? Or Within 30 days
after the November 27 or January 28 deadline?
•

•

Point Indicator – Worth up to 30 points

•

Maximum points for submitting the data feed by Nov 27 or Jan 28 deadline.

•

Points will be reduced to 15 points if the data feed is received within 30 days after
the November 27 or January 28 deadline.

•

0 points if the data feed is received after December 27 or February 28.

Source : AFR and Data Feed
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Indicator 2
Auditor Opinion and Material Weakness
Current
• Review the AFR for unmodified opinion and material weakness. 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.

• Critical Indicator – Yes or No response
• Source: AFR, and Data Feed, Schedule L-1
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Indicator 2
Auditor Opinion and Material Weakness
Current
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.

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.)
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Indicator 2
Auditor Opinion and Material Weakness
Proposed
Separate into two parts:
Part 1: 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.

• Critical Indicator – Yes or No response
• Source: AFR, and Data Feed, Schedule L-1
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Indicator 2
Auditor Opinion and Material Weakness
Proposed
Separate into two parts:
Part 2: 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.)

• Point Indicator – Worth 10 points
• Source: AFR, and Data Feed, Schedule L-1
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Indicator 3
Monetary Default on Debt
• 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 defaults. 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.)

• Critical Indicator – Yes or No response
• Source: AFR, and Data Feed, Schedule L-1
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Indicator 4
Overdue Payroll Tax
• 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?

(Payments to the TRS and TWC are considered timely if a warrant
hold that was issued in connection to the untimely payment was cleared
within 30 days from the date the warrant hold was issued.)

• Critical Indicator – Yes or No response
• Source: AFR, and Data Feed, Schedule L-1
‣ IRS tax information is included on the AFR.
‣ TRS and TWC data is from the Texas Comptroller of Public
Accounts.
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Indicator 5
Total Net Assets
Current
• Was the total unrestricted net asset position (Net of accretion of

interest for capital appreciation bonds) in the governmental activities
column in the Statement of Net Assets greater than zero?

(If the school district’s change of students in membership over 5 years was 10
percent or more, then the school district passes this indicator.)

• Critical Indicator – Yes or No response
• Source: AFR via the Data Feed, Schedules C-1 and L-1
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Indicator 5
Total Net Assets
Proposed
• Consider a 3 year change in fund balance
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Solvency Indicators
Each indicator focuses on the solvency of the entity

 Indicator 6: Days Cash On Hand
 Indicator 7: Current Assets to Current Liabilities Ratio
 Indicator 8: Long-Term Liability to Total Asset Ratio
 Indicator 9: General Fund Revenues Equal or Exceed Expenditures
 Indicator 10: Debt Service Coverage Ratio
 Indicator 11: Administrative Cost Ratio
 Indicator 12: Student to Staff Ratio Over 3 Year Period
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Indicator 6
Days of Cash on Hand
Current
• Was the number of days of cash on hand and current investments in
the general fund for the school district sufficient to cover operating
expenses? (excluding facilities acquisition and construction)

• Range of 0 to 10 points on a sliding scale
Points

10

8

6

4

2

0

Days

≥90

<90
≥75

<75
≥60

<60
≥45

<45
≥30

<30
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Indicator 6
Days of Cash on Hand
Current
• Calculation:
Cash & Equivalents + Current Investments
Total Expenses – Facilities Acq. and Const.

.

X

365

• Source: AFR via the Data Feed, Schedules C-1, C-2 and L-1
‣ Cash & Equivalents and Current Investments as reported on the Balance
Sheet (General Fund) on the AFR

‣ Total Expenses less facilities acquisition and construction as reported on
the Statement of Revenues, Expenditures, and Changes in Fund Balance
(General Fund) on the AFR

‣ Multiply the ratio by 365 to produce the number of days cash on hand
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Indicator 6
Days of Cash on Hand
Proposed
• Omit Object Code 6144 from the calculation
• Other consideration – including investments in the
calculation

• Optimum fund balance calculation
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Indicator 7

Current Assets to Current Liabilities
• Was the measure of current assets to current liabilities ratio for the school
district sufficient to cover short-term debt?

• This is a standard ratio used in commercial lending
• Range of 0 to 10 points on a sliding scale

Points

10

8

6

4

2

0

Ratio

≥3.00

<3.00
≥2.50

<2.50
≥2.00

<2.00
≥1.50

<1.50
≥1.00

<1.00
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Indicator 7

Current Assets to Current Liabilities
• Calculation:
Current Assets
Current Liabilities

• Source: AFR (Statement of Net Position) via the Data Feed, Schedule
A1

• The current assets to current liabilities ratio indicates the ability to pay
current liabilities with current assets in the near future.

• This indicator differs from days of cash on hand because that indicator
analyzes how many days of expenditures you can pay with cash on
hand.
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Indicator 8

Long-Term Liabilities to Total Assets
• 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 10 percent or more, then the school district passes this indicator.

• This indicator measures long-term solvency and leverage.
• It measures only the long-term portion of the school district’s liabilities
(bonds, and loans) and the total assets of the school district (school
property, buildings, equipment, etc.).
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Indicator 8

Long-Term Liabilities to Total Assets
• Range of 0 to 10 points on a sliding scale
Points

10

8

6

4

2

0

Ratio

≤0.60

>0.60
≤0.70

>0.70
≤0.80

>0.80
≤0.90

>0.90
≤1.00

>1.00

• Calculation:
Long-term Liabilities – Net Pension Liability
Total Assets

• Source: AFR (Statement of Net Position) via the Data Feed, Schedules
A-1and L-1
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Indicator 9
Expenditure Analysis
• 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?

• The calculation will use total revenues in the general fund, less facilities
acquisition and construction and pension expense will be excluded

• Worth 0 or 10 points
• 10 points if revenues ≥ expenditures (excl. facilities acquisition and
construction)
or ≥60 days of cash on hand
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Indicator 9
Expenditure Analysis
• Calculation:
Total Revenue

.

Total Expenditures – Facilities Acq. & Const.

-1 > 0

• Source: AFR via the Data Feed, Schedules C-1, C-2 and L-1
‣ Total Revenue and Total Expenditures as reported in the Statement of
Revenues, Expenditures, and Changes in Fund Balance (General
Fund) on the AFR

‣ Facilities acquisition and construction will be excluded
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Indicator 10
Debt Service Coverage Ratio
Current
• Was the debt service coverage ratio sufficient to meet the required debt
service?

• Range of 0 to 10 points on a sliding scale
Points

10

8

6

4

2

0

Ratio

≥1.20

<1.20
≥1.15

<1.15
≥1.10

<1.10
≥1.05

<1.05
≥1.00

<1.00
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Indicator 10
Debt Service Coverage Ratio
Current
• Calculation:
Total Revenue – Total Expenditures + Debt Service + Fund Code 599+ Function Code 81
Debt Service (function codes 71, 72, and 73)

• Source: AFR via the Data Feed, Schedules C-2 and L-1, and the Debt Service Fund
data from PEIMS

‣ Total Revenue (in the general fund and debt service fund), Total Expenditures (in the

general fund and debt service fund), Debt Service Fund Codes 71, 72, and 73, Debt Service
Fund Balance (Fund 599 ending balance), and Function Code 81 (Facilities Acquisition and
Construction) from the Statement of Revenues, Expenditures, and Changes in Fund
Balance (General Fund) on the AFR

‣ Fund Code 599 data from PEIMS will be included in the numerator and denominator, as
applicable
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Indicator 10
Debt Service Coverage Ratio
Proposed Changes
•
•
•
•

Focus on debt service fund balance – only
Consider general fund balance (designated debt)
Remove the indicator from FIRST
Compare rates: levied vs. max rate
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Indicator 11
Administrative Cost Ratio
• Was the school district’s administrative cost ratio equal to or less than
the threshold ratio?

• If a school district’s administrative cost ratio is high that may reflect:
 Financial inefficiency
 “Top-heavy” organization

• Range of 0 to 10 points on a sliding scale
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Indicator 11
Administrative Cost Ratio
• Calculation:
Sum of amounts for function codes 21 and 41

.

Sum of amounts for function codes 11, 12, 13, and 31

• Includes object codes 61XX-64XX in fund code 199, except 6144
• Source: PEIMS and the Data Feed
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Indicator 11
Administrative Cost Ratio
Points

10

8

6

4

2

0

ADA
10,000 and
Above

≤0.0855

>0.0855
≤0.1105

>0.1105
≤0.1355

>0.1355
≤0.1605

>0.1605
≤0.1855

>0.1855

ADA
5,000-9,999

≤0.1000

>0.1000
≤0.1250

>0.1250
≤0.1500

>0.1500
≤0.1750

>0.1750
≤0.2000

>0.2000

ADA
1,000-4,999

≤0.1151

>0.1151
≤0.1401

>0.1401
≤0.1651

>0.1651
≤0.1901

>0.1901
≤0.2151

>0.2151

ADA
500-999

≤0.1311

>0.1311
≤0.1561

>0.1561
≤0.1811

>0.1811
≤0.2061

>0.2061
≤0.2311

>0.2311

ADA
Less than
500-999

≤0.2404

>0.2404
≤0.2654

>0.2654
≤0.2904

>0.2904
≤0.3154

>0.3154
≤0.3404

>0.3404

Sparse

≤0.3364

>0.3364
≤0.3614

>0.3614
≤0.3864

>0.3864
≤0.4114

>0.4114
≤0.4364

>0.4364
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Indicator 12
Student to Staff Ratio
• Did the school district not have a 15 percent decline in the students to
staff ratio over 3 years (total enrollment to total staff)?

If the student enrollment did not decrease, the school district will
automatically pass this indicator.

• Worth 0 or 10 points
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Indicator 12
Student to Staff Ratio
• Get 10 points if:
‣ No change in ratio
‣ Increase in ratio
‣ Less than 15% decline in ratio
‣ Student enrollment did not decrease
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Indicator 12
Student to Staff Ratio
• Calculation:
Student to Staff Ratio in Year Under Review
Student to Staff Ratio 3 Years Prior to Year Under
Review

-

1

> -0.15

OR
Enrollment in Year
Under Review

-

Enrollment 3 Years
Prior

>

0

• Source: TSDS PEIMS
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Indicator 12
Student to Staff Ratio
Proposed change
• Student to teacher ratio
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Financial Competence Indicators
Each indicator identifies serious deficiencies in financial management

 Indicator 13: PEIMS to AFR (Data Feed)Data Quality
 Indicator 14: Material Noncompliance Noted on AFR
 Indicator 15: Foundation School Program (FSP) Hardship
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Indicator 13
PEIMS Data Quality
• 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?

• Calculation is different from previous years
• The sum of the absolute values of all differences in expenditures, by
Function, in Fund Code 199 will be compared.
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Indicator 13
PEIMS Data Quality
• Sum of absolute values of all differences in expenditures

between the Data Feed (Statement of Revenues, Expenditures, and
Changes in Fund Balance (Schedule C-2)) and PEIMS, by function in
Fund Code 199

• If the percent variance exceeds 3%, the PEIMS data is considered
inaccurate.

• Worth 0 or 10 points
• Source:
‣ Data Feed, Schedule C-2
‣ PEIMS
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Indicator 14
Material Noncompliance
• 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.)

• Worth 0 or 10 points
• Covers local, state, and federal funds
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Indicator 15
FSP Hardship
• 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?

• Worth 0 or 10 points
• This indicator identifies school districts that cannot repay FSP

funds without requesting an adjustment to their current repayment
plan of FSP funds with the TEA.

• Source: State Funding Division records of request and approval
and Schedule L-1

45

Schedule L-1
Required Responses to Selected School FIRST
Indicators
What is the L-1?
The schedule L-1 is submitted along with the AFR and Data
Feed by all districts to provide additional information for the
determination of FIRST ratings.
Proposed additions to the L-1
• Question related to district’s submitting pupil projection
report to TEA
• Question related to budget information (i.e., worksheet)
shared with the school board
46

Other proposed changes
• Transparency – posting required information online
and easily found

• Reviewing previous indicators

47

Please Submit Suggestions for
Changes to FIRST Indicators
•

David Marx

Director, Financial Compliance Division
(512) 463-2945 or david.marx@tea.texas.gov

Financial Accountability Section Mailbox (include in the subject line: Suggestions for FIRST)
financialaccountability@tea.texas.gov

•

Yolanda Walker

Manager, Financial Accountability Section
(512) 463-0947 or yolanda.walker@tea.texas.gov

‣ Robin Aldridge

(512) 463-3940 or robin.aldridge@tea.texas.gov

‣ Rita Bunton

(512) 936-3712 or rita.bunton@tea.texas.gov

‣ Chanda Williams

(512) 475-2012 or chanda.williams@tea.texas.gov
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USEFUL LINKS
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FASRG & TEA Correspondence
• Financial Accountability System Resource Guide (FASRG)
http://tea.texas.gov/Finance_and_Grants/Financial_Accountability/F
inancial__Accountability_System_Resource_Guide/

• TEA Correspondence (To the Administrator Addressed)
http://tea.texas.gov/taa_letters.aspx
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Annual Financial & Compliance Report
• Annual Financial and Compliance Report Submission
http://tea.texas.gov/Finance_and_Grants/Financial_Compliance/Ann
ual_Financial_and_Compliance_Report/

• Electronic Submissions for School Districts
http://tea.texas.gov/Finance_and_Grants/Financial_Compliance/Elec
tronic_Submissions/
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School FIRST
• Ratings on TEA’s Website
http://tea.texas.gov/Finance_and_Grants/Financial_Accountability/F
inancial_Integrity_Rating_System_of_Texas_(FIRST)/Financial_Integr
ity_Rating_System_of_Texas/

• Texas Administrative Code for FIRST Rules (19 TAC §109.1001)
http://ritter.tea.state.tx.us/rules/tac/index.html
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