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December 2006

The Honorable David Dewhurst
Lieutenant Governor of the State of Texas
Members of the Texas Senate

P.O. Box 12068

Austin, Texas 78711

Dear Governor Dewhurst and Members of the Texas Senate:

The Senate Committees on Education & Finance are pleased to submit their final interim
report with recommendations for consideration by the 80th Legislature in preparation for
the regular session.
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CHARGE TO THE SENATE COMMITTEES ON
EDUCATION & FINANCE

Joint Charge to Senate Education and Senate Finance Committees:

1. Review and make recommendations that address the state's facility
infrastructure needs for public schools, including ineffective models for state

funding as well as efficient methods to ensure responsible use of public tax
dollars.
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EXECUTIVE SUMMARY

Joint Charge - Facilities

1) Combine the existing facilities funding programs, IFA and EDA, into a
single tier of equalized facilities funding.

2) Ensure delivery of start-up facilities funding to the state's lowest property
wealth districts.

3) The state should put limitations on what qualifies for state assistance.

4) The state should include incentives for efficient construction.

5) The state should explore avenues to ensure each district has the ability to
build the necessary facilities to meet science lab needs.

6) Raise the rate of the multiplier used in the permanent school fund bond
backing guarantee program by seeking a change in IRS rule and changing
state statute, but ensure the triple A bond rating afforded by the program
is not jeopardized.

7) Grandfather current lease-purchase agreements, but prohibit future lease
purchases.

8) The state should reward consistently high performing charters with
facility funding.

9) As an additional reward for consistently high performing charters the
state should explore mechanisms for credit assistance in the issuance of
bonds for instructional facilities.
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FACILITIES

Joint Charge to Senate Education and Senate Finance Committees:
Review and make recommendations that address the state's facility
infrastructure needs for public schools, including effective models for state

Junding as well as efficient methods to ensure responsible use of public tax
dollars.

The Senate Education Committee and the Senate Finance Committee held a
joint hearing on October 17, 2006, and received both invited and public
testimony on joint interim charge one. Digital recordings of the hearing are
available via the Education Committee's website and may be found at
http://www.senate.state. tx.us/751/senate/commit/c530/c530.htm or the
Senate Finance Committee's website at

hitp://www.senate.state tx.us/7Sr/senate/commit/c540/c540.htm.

Facilities Programs
Recommendations

1) Combine the existing facilities funding programs, IFA and EDA, into a
single tier of equalized facilities funding.

2) Ensure delivery of start-up facilities funding to the state's lowest property
wealth districts.

3) The state should put limitations on what qualifies for state assistance.

4) The state should include incentives for efficient construction.

5) The state should explore avenues to ensure each district has the ability to
build the necessary facilities to meet science lab needs.

6) Raise the rate of the multiplier used in the permanent school fund bond
backing guarantee program by seeking a change in IRS rule and changing
state statute, but ensure the triple A bond rating afforded by the program
is not jeopardized.

7) Grandfather current lease-purchase agreements, but prohibit future lease
purchases.
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Committee Comments

The state operates four programs designed to assist districts with their
facility needs. A constitutional amendment created the bond guarantee
program to guarantee district bonds.! This guarantee allows districts to enjoy
the highest bond ratings and avoid the costs associated with private bond
insurance.” Second, the instructional facilities allotment (IF A) created by
the 75th Legislature in 1997, provides state aid for debt service for new
instructional facilities, additions or renovations.™ Eligibility for this
allotment is generally based on wealth with other mitigating factors.” Third,
the existing debt allotment (EDA) provides state aid for debt service not
covered by IFA." It applies to debt issued prior to a coverage date
established by the legislature. For budget purposes the legislature
traditionally establishes the coverage date to include all debt issued prior to
the fiscal biennium covered by the appropriations bill. Each session since its
inception, the legislature has ‘rolled forward' the coverage date to cover the
two years that elapsed since the previous coverage date. Finally, the New
Instructional Facilities Allotment provides funds to help offset the start up
costs of new campuses for the first two years.”

T ——

State Expenditures on IFA, EDA

The current IFA and EDA programs create
 aaee inefficiency and uncertainty in district
$796 million facility planning. IFA and EDA differ in
and NIFA; FY 2006 the type of facilities for which they provide

| assistance for debt service. This creates
difficulties when districts try to re-finance bonds. The current structure
requires districts to track the IFA and EDA covered bond issuances
separately. In addition, the uncertainty in coverage by IFA and EDA
disrupts efficient facility planning by districts as it creates incentives to meet
eligibility windows based on program availability rather than district need.
The state could create a more predictable and efficient facility assistance
program by combining the current IFA and EDA programs and ensuring that
low wealth districts receive the start up assistance required.

SENATE COMMI'ITEES - | JOINT REPORT TO THE
ON EDUCATION & FINANCE 80TH LEGISLATURE



Charter Schools
Recommendations

1) The state should reward consistently high performing charters with
facility funding.

2) As an additional reward for consistently high performing charters the
state should explore mechanisms for credit assistance in the issuance of
bonds for instructional facilities.

Committee Comments

In 1995, Senate Bill 1 allowed the operation of charter schools in Texas."™
Free from the normal restrictions placed on traditional public schools; great
variances exist in the missions, operations and performance of charter
schools. Some have characterized charter schools as the research and
development sector of public schools.™ Some charter schools such as the
North Hills School of Irving or YES College Preparatory School of Houston
have been recognized in Newsweek Magazine's list of the top 100 high
schools in America.™ Charters achieve this success with student populations
that range from relatively homogenous to traditionally considered 'hard to
serve'. The common difficulty faced by these schools is the lack of funds
necessary to build adequate instructional facilities. Absent these funds, the
ability of these schools to maintain their current campuses or expand their
successful approach remains uncertain.”
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LETTERS FROM MEMBERS
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The Senate of The State nf Texas

SENATE COMMITTEES: Senator Royce West DISTRICT QFFICE:
oy
CrAmMAN Distict 23 3787 South Hampton Road
Intergovernmental Relations . Dalias, Texas 75232
VICE CHAIRMAN President Pro Tempore 214 /4670123
Sducation 2006 Fax: 214 /467.0050
MEMBEBER CAPITOL OFFICE:
Fnance PO, Box 12065
Heaith and Human Services Austin, Texas 78711
Higher Education 512/463-0123
Jurisprudence Fax: 512 /463-029%
[¥al 711 for Relay Calls
November 28, 2006 '

The Honorable Steve Ogden and the Honorable Florence Shapiro
Senate Commuttees on Education & Finance

P.0O. Box 12068, Room E1.038

Austin, Texas 78711-2068

Dear Chairman Ogden and Chairwoman Shapiro:

As always, I appreciate your leadership as chairs of the Senate Committees on Education & Finance and your diligence
curing the intertm in regards to the facilities funding issue,

Overall, the report provides many alternative recommendations that offer viable solutions to facilities funding issues in
Texas. For that reason, 1 affix my signature to the report.

However, I do find it necessary to submit a letter outlining several concerns. During testimony before the Senate
Committees on Education & Finance, we heard testimony about a lack of full facilities funding for our traditional schools.
We were also made aware of the consequences of “fast growth™ and “property poor” districts not being able to meet their
facilities’ needs through a depleted Instructional Facilities Allotment and Existing Debt Allotment.

I think it unwise that we would create an additional facilities program when we can’t honor our current obligations to
our traditional schools.

While high performing charter schools are to be congratulated on their success, 1 feel that they should not be rewarded
by redisiributing already limited facilities revenue. Instead, we should wait until such time as facilities in our current
public school system are fully funded and then, look to reward consistently high performing charter schools.

Again, thank you for your tireless leadership and hard work on these issues. I look forward to working with you in the
ing session as we search for solutions that prioritize the needs of Texas schoolchildren and Texas public schools.

Spterely,

N—Lw Ll

Rovyee West
State Sehator
District 23

RW:ib

&
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Hire Chair, Finance Tdcation
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Emrcation SJ i ih Zaffi rini International Relations and Trabe

Elair, Subcommittee on Capital
Funding for Higher Education ﬁ tate 5 enator, Etﬁtrzd 21
Tiegislatibe Budget Board Hresidvent Fro Tempore, 1987

November 27, 2006

Senator Florence Shapiro, Chair
Senate Education Committee

Senator Steve Ogden, Chair
Senate Finance Committee

Dear Chair Shapiro and Chair Ogden:

Thank you for your leadership as Chairs of the Senate Education and Finance Committees. It is
my privilege to serve with you and to share my perspective regarding our Interim Committee
report. [ support most of the recommendations and will sign the report, but with the reservations
expressed herein included as part of the report.

In combining existing facilities funding programs into one, we must account for their important
differences. Without the Instructional Facilities Allotment (IFA), many districts could not raise
revenue to pay the debt service on bonds to qualify for the Existing Debt Allotment (EDA).
Accordingly, we must provide funding to allow property-poor districts to issue bonds. In
ensuring the delivery of start-up facilities funding to the state's lowest property wealth districts, it
is imperative that we enable all poor districts to participate in the proposed single program.

Additionally, I believe the state should honor its current obligations and provide a permanent
revenue source to fund the existing state facilities programs and meet the needs of property-poor
and fast-growth school districts before supporting facilities funding for charter schools. Experts
testified that there is tremendous unmet need for facilities funding. We cannot afford to create an
additional facilities program before funding current programs adequately.

Count on my continued leadership to help ensure that every Texan has access to a quality
education. I look forward to continue working with you and other members of our commitiees
during the forthcoming legislative session. May God bless you.

Very truly yours,
Judith Zaffirini, PhD
Jiiwve
Eapilal Gffice: 19.0. Box 12068 * Austin, Texas 78711 9512/463-0121 @ Faux 512/475-3738 * Bial 711 For Relug Calis
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708 N, S5t Mary's 5t, Suite 1725
San Antonio, Texas 78205
210-733-6604

Che Senate of The State of Texas
Senator Leticia Van de Putte, R. Ph.

District 26

November 21, 2006

The Honorable Steve Ogden and Honorable Florence Shapiro
Capitol Building
Austin, Texas 78701

Dear Chairman Ogden and Chairwoman Shapiro:

Thank you for your leadership as chairs of the Senate Committees on Education & Finance. The
issue of facilities funding is a complex one of which you and your staffs have done a wonderful
job providing some clarity.

Because the report has many positive recommendations for viable solutions to addressing the
facilities funding issue in Texas, I am happy to sign it. However, | feel it is quite important that I
point out those portions of the report that I strongly believe could be improved.

As I share in the Senate Education Committee report, while I would love for the state to provide
high performing charter schools with facilities funding, I cannot support doing so until we are
adequately funding facilities under our current system. Those of us with "fast growth" districts
cannot keep up with increased enrollment. Some of us have districts that have difficulty passing
bonds to meet building needs - one of my campuses is comprised completely of portables! These
students have not seen a bricks and mortar classroom for 3 years now. I also know of a Texas
school that has to evacuate all its students every time it rains because it floods. I strongly feel
that at this time we cannot afford to re-distribute over a larger number of schools any of the small
and diminishing amount of money we appropriate for facilities funding. 1 do, however, look
forward to the time when we adequately fund facilities under our current system and can
possibly reward high performing charters.

Again thank vou for your leadership on this most important issue and I look forward to us
working together towards finding more viable solutions for our schools and the students who
attend them.

Sincerely,

bl Yt Pt

Leticia Van de Putte, R. Ph

PO, Box 12068

Austin, Texas 78711

Committees: Veteran Affairs and Military Installations, Chair
Administration * Business & Commerce * Education » Subcommitiee on Higher Education

512-463-0126
Fax 512-463-2114
1-888-279-0648
218-733-6603 Fax E-MAIL: leticia.vandeputte@senate state.tx,us Dl 711 For Relay Cails
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SUBCOMMITTEE ON

DISTRICT 20 AGRICULTURE, RURAL AFFAIRS &

COASTAL RESOURCES

November 30, 2006

The Honorable Steve Ogden
Chair, Senate Finance Committee
1400 Congress, Capitol E1.038
Austin, Texas 78711

The Honorable Florence Shapiro
Chair, Senate Education Committee
440 Sam Houston Building

Austin, Texas 78711

Dear Committee Chairs Ogden and Shapiro:

I have reviewed the recommendations issued in response to the Joint Charge to Senate Education
and Senate Finance Committees, and I have chosen to decline signing the report.

Though I appreciate the time and research that helped shape the recommendations, 1 do not
consider it in the education system's or the state's best interests to pursue recommendations 8 and
9, as doing so could result in charter schools receiving already-limited state funding for
facilities.

Ideally, the educational funding system would have enough money to provide facilities funding
to public, independent school districts as well as consistently high-performing charter schools.
However, permanent facilities funding assistance still has not been guaranteed to existing school
districts, and many existing districts have facilities that are in disrepair or are too small for their
student populations. We should not plan on diluting an already under-funded and non-permancnt
debt assistance program by supporting the debt of charter schools. To do so would create further
financial uncertainty for the many property-poor Texas schools which rely on IFA and EDA to
serve their students' needs.

Sincerely,
Juan "Chuy" Hinojosa
State Senator, District 20

612 NOLANA, SUITE 410B P, BOX 12068 2820 SOUTH PADRE ISLAND DRIVE, SUTTE 291

McaALLEN, TEXAS 78504-3089 CAPITOL BUILDING CORPUS CHRISTI, TEXAS 78415
956/972-1841 = 956/686-8462 FAX AUSTIN, TEXAS 78711 36372251200 » FAX: 361/225-0119

TOLL FREE: 856/ 2595016
512/463-0120 » FAX: 512/483-022%
DIAL 711 FOR RELAY CALLS
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ENDNOTES

' Section 5(d) Article VII, Texas Constitution

" McGeady, John. Legislative Budget Board. Texas Senate Education Committes and Finance Committee
Joint Public Hearing, October 17, 2006, Written testimony.

" McGeady, John. Legislative Budget Board. Texas Senate Education Committee and Finance Committee
Joint Public Hearing. October 17, 2006. Writien testimony.

" McGeady, John. Legislative Budget Board. Texas Senate Education Committee and Finance Committee
Joint Public Hearing. October 17, 2006. Written: testimony,

¥ McGeady, John. Legislative Budget Board, Texas Senate Education Committee and Finance Committee
Joint Public Hearing. October 17, 2006. Written testimony.

Y MeGeady, John. Legislative Budget Board. Texas Senate Education Committee and Finance Committee
Joint Public Hearing. October 17, 2006. Written testimony.

*" Chapter 260, Acts of the 74th Legislature, Regular Session, 1995 (Chapter 12, Education Code).

¥ Chris Barbic, Head of Schools YES College Preparatory SchoolTexas Senate Education Commitiee
Public Hearing. October 13, 2006.

* Barbara Kantrowitz and Pat Wingert The 100 Best High Schools in America Newsweek, May 8, 2006 at
52

* Chris Barbic October 13, 2006.
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