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Dr. Grenita Lathan
Interim Superintendent
Houston Independent School District

Dear Dr. Lathan;

The attached report reviews the management and performance of Houston Independent School
District’s (ISD) educational, financial, and operational functions.

The report’s recommendations will help Houston ISD improve its overall performance as it
provides services to students, staff, and community members. The report also highlights model
practices and programs being provided by Houston ISD.

Some of the recommendations provided in this report are based on state or federal laws, rules or
regulations, and should be promptly addressed. Other recommendations are based on
comparisons to state or industry standards, or accepted best practices, and the district should
review to determine the level of priority, appropriate timeline, and method of implementation.

The Legislative Budget Board engaged American Institutes for Research, Palmer Consulting
Services, LLC, Prismatic Services, Inc., Ressel & Associates, LLC, and WestEd to assist LBB
staff to conduct and produce this review.

The report is available on the LBB website at http://www.lbb.state.tx.us.
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EXECUTIVE SUMMARY

The Legislative Budget Board’s (LBB) School Performance
Review Team conducted a review during calendar year 2019
of the Houston Independent School District (ISD) at the
request of the districts Board of Education. LBB staff
conducted the onsite review during spring 2019 and
completed the analysis during fall 2019.

The School Performance Review Team identified 94
significant findings and recommendations in five major
categories, based upon the analysis of data and the onsite
review of the district’s educational, financial, and operational
services and programs. Some of the recommendations
provided in the review are based on state or federal laws, rules
or regulations, and should be addressed promptly. Other
recommendations are based on comparisons to state or
industry standards, or accepted best practices, and the district
should review to determine the level of priority, appropriate
timeline, and method of implementation.

By implementing the recommendations, LBB staff’ project
that Houston ISD could save an average of $42.0 million
annually, with a total five-year savings, including onetime
cost decreases, of $237.4 million.

FINDINGS AND RECOMMENDATIONS

The following five major categories of findings and

recommendations are discussed in this report:

(1) strengthen spending practices and improve

financial monitoring;

(2) reorganize and realign staff, departments,

and functions;
(3) standardize programs and services;

(4) improve  communication,  planning, and

procedures; and
(5) improve board operations.

This report begins with a summary of the findings and

recommendations in each category.

STRENGTHEN SPENDING PRACTICES AND IMPROVE
FINANCIAL MONITORING
Houston ISD’s spending practices and monitoring of its

financial activities are not efficient or effective in multiple

areas. The district regularly adopts an annual budget in which
projected revenue is inadequate to pay for planned
expenditures, which totaled nearly $2.1 billion during school
year 2018-19. As a result, the district must use its fund
balance to cover the excess spending. Efficient spending of
limited resources is critical for Houston ISD’s ongoing,
sustainable success.

The review team found opportunities for the district to
improve its financial practices. Houston ISD does not
provide timely financial reporting in order to perform
budget monitoring throughout the year. Other than for
major construction projects supported by bond funding,
the district conducts limited capital budgeting during its
normal budget cycle. Houston ISD’s board has not
determined an optimal threshold for reserves in the district’s
general fund, internal service funds, and enterprise funds.
In addition, the district has not evaluated its self-insured
funds to determine if the programs are operating efficiently.
For school year 2018-19, the health insurance fund is
projecting a $2.1 million loss. The workers’ compensation
fund is estimated to have losses of $1.9 million during the
same period. The district’s alternative certification program
has operated at an annual loss of from $200,000 to more
than $500,000 for the past three years, and the trend
appears to be continuing. Eliminating the program would
save nearly $1.2 million annually.

Other financial management oversight is lacking. With
limited staff managing $1.5 billion in investments, Houston
ISD lacks effective cash management oversight of the district’s
investment portfolio. The district does not pay invoices on
time consistently, averaging 44 days to pay, which increases
the risk of paying interest on overdue invoices. Houston ISD
also is not managing its financial coordination with the
Houston ISD foundation; for example, the district provides
more staff to the not-for-profit foundation than the affiliation
agreement authorizes.

Houston ISD lacks procedures to ensure consistency and
quality control of the system of authorizing and paying more
than $19.8 million in overtime pay to staff. Some staff
received nearly 50.0 percent of their annual salary in overtime
pay. The district could save nearly $2.0 million during the
first year of implementing improved management of the
overtime process. Houston ISD campuses award ad hoc
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HOUSTON INDEPENDENT SCHOOL DISTRICT

stipends and extra-duty pay with little oversight, resulting in
inconsistent implementation across campuses. During school
year 201718, the district paid nearly $3.2 million in ad hoc
stipends and more than $13.8 million in extra-duty pay.
Improving controls of these payments could result in $1.7
million in annual savings. Houston ISD lacks effective
controls to process staff terminations in the payroll system
resulting in overpayments to staff that leave the district
before their contracts have ended. The district has written off
more than $26.0 million in staff overpayments and is
determining whether to forgive the debt or pursue the
amounts owed through collection efforts. Additionally,
Houston ISD’s staff and board travel processes are ineflicient,
which risks overspending on travel, a $3.4 million budget

line item, on average.

Houston ISD’s use of purchasing cards with vendors lacks
clear management, auditing guidelines, and financial
controls. During school year 2017-18, the district reported
119,000 purchasing card transactions, spending $28.1
million. The district could save an estimated $1.4 million
annually with more controls of purchasing cards. Houston
ISD also lacks a process to manage and administer contracts
effectively. During school year 2017-18, the district spent
more than $300.0 million for professional and contracted
services. The district has entered more than 1,700 active
contracts that have a total value of $7.2 billion. Additionally,
Houston ISD lacks adequate structures, contract language,
and performance measures to monitor the academic

effectiveness of in-district charter campuses.

The district’s nutrition program has opportunities to improve
financial oversight. The review team identified $21.8 million
in annual savings for the district’s $125.0 million Nutrition
Services program that serves free breakfast, lunch, and dinner
for all students. The district does not hold operations
managers or food service team leads accountable for financial
and operational management of the campus cafeteria sites.
Houston ISD also provides meals to adults through catering
programs and staff cafeterias. These programs are operating
inefficiently with insufficient revenue to cover costs, losing
more than $400,000 during school year 2018-19. The
Nutrition Services Department uses less than half of the
available space in its 219,000-square-foot food production
facility, which squanders district resources.

The district’s transportation function also is not operating
efficiently. The Transportation Department is responsible
for more than 1,100 buses and 800 routes and drivers
that transport 25,000 students across the district. However,

the department’s operational deficiencies diminish routing
efficiency and service delivery. For example, the lack of an
effective process to monitor student ridership data limits
the Transportation Department’s ability to decrease costs
by consolidating routes and buses, eliminating stops, or
equalizing loads. The district also does not manage its
bus fleet efficiently. Houston ISD retains 21.0 percent
more buses than industry standards recommend and has
kept 35 nonfunctioning vehicles in a terminal parking lot

for several years.

With approximately 31.1 million square feet of facilities,
including nearly 300 campus facilities to manage, Houston
ISD has experienced challenges in performing effective
financial oversight. The district lacks an appropriate
methodology for developing campus utilization rates. The
review team analysis found significant surplus campus
capacity, suggesting that the district should consider closing
campuses. The district duplicates work by contracting with
program management firms while also staffing construction
project managers. Houston ISD spends $8.0 million annually
for contracted custodial services despite employing district
staff with the capacity to perform these services. The district
could save $6.5 million annually by dissolving the contract.
The district employs more than 50 staff to operate three
warehouses with a school year 2018-19 inventory value of
more than $900.0 million. However, the district’s warehouse
operations are inefficient and are not structured to provide
the best value to the district. Houston ISD could save more
than $500,000 annually by improving surplus furniture
warehouse operations.

To strengthen spending practices and improve financial
monitoring, Houston ISD should take actions in the

following areas.

BUDGETING AND FINANCIAL OVERSIGHT

+ DPrepare updated financial statements comparing
actual amounts to budgeted amounts and share the
information with the board monthly, highlighting
major budget variances and including budget
amendments that require board approval.

+ Track and prepare an ongoing list of capital needs
and develop a capital needs budget to present to the
board annually.

+ Establish a board policy that requires a specific level
of unrestricted fund balance for the general fund,
internal service funds, and enterprise funds.
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EXECUTIVE SUMMARY

o Analyze the self-funded insurance funds compared
to coverage offered by an independent insurance
provider and present the findings to the board.

o Increase the annual revenue of the alternative
certification program to meet operating expenses or
eliminate the program and seek partnerships with
other certifying organizations to meet Houston ISD’s
ongoing needs.

« Enhance controls of cash and investment

management processes.

+ Increase academic and financial oversight of
in-district charter campuses.

PURCHASING AND CONTRACTS

+ Promote accountability and decrease the number of
invoices paid late by deducting from departmental
and campus budgets late payment charges billed to
the district by vendors.

« Update the affiliation agreement between the
district and the Houston ISD Foundation to reflect
actual practices and promote accountability and
transparency to the public.

¢ Develop and implement efficient auditing guidelines
and financial controls for purchasing card processing
to safeguard district assets and ensure that all
transactions follow district procedures.

+ Develop clear, consistent, and uniform procedures for
contract development, management, and review at
the district level, including training for all staff with
contract responsibility.

+ Eliminate program management contracts and
charge existing district staff with performing
those responsibilities.

PAYROLL AND TRAVEL

o Establish controls to monitor overtime, reassess
staffing levels in key departments, and decrease

overtime costs.

« Strengthen controls over ad hoc stipends and
extra-duty pay.

« Strengthen the process for staff terminations in the
human resources and payroll system to eliminate
overpayments and complete the corrective action
plans recommended by external and internal auditors.

+ Revise travel procedures for more efficient

travel processing.

OPERATIONAL INEFFICIENCIES
+ Develop a plan to improve catering and adult-only
meal operations to a financially accountable position.

+ Develop and implement procedures and systems to
provide oversight and consistent management of

campus cafeteria operations.

+ Use the contracted consultant’s report to eliminate
inefliciencies and decrease costs at the Nutrition
Services Department.

+ Develop a bus replacement plan that includes

industry-standard  criteria and  decrease the
number of spare and surplus school buses in the

district’s inventory.

+ Develop and implement a process to count
transported students regularly and assess ridership
to consolidate stops and routes and improve

on-time performance.

FACILITIES MANAGEMENT

+ Develop an accurate facility utilization rate for each
campus and ensure that campuses maintain industry-

standard utilization rates.

+ Reassign the custodial vendor’s responsibilities to
district custodial staff.

+ Review the efficiency of each warehouse function and
implement processes to make the most productive

use of warehouse services.

REORGANIZE AND REALIGN STAFF, DEPARTMENTS,

AND FUNCTIONS

Like in other school districts, the majority of Houston ISD’s
spending is to employ staff to support students and to
manage the district’s infrastructure, systems, and processes.
During school year 2017-18, Houston ISD’s payroll as a
percentage of all funds was 75.0 percent, supporting more
than 26,000 total staff. Employing an appropriate number of
staff and ensuring that they are organized properly promotes
an efficient and effective use of those resources.

The top of Houston ISD’s organizational structure—the
superintendents supervisory responsibilities and the large
number of executive leadership positions—is not effective or
efficient. Additionally, Houston ISD does not organize its

LEGISLATIVE BUDGET BOARD STAFF — ID: 4986
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Human Resources Department efficiently. The number of
general managers has remained at five positions, while
staffing at lower levels in the department has decreased,
diminishing the Human Resources Department’s support to
campuses and other district departments. By contrast, the
Transportation Department assigns more staff to each
terminal manager than recommended by industry standards.
The terminal managers each oversee an average of 14 staff. In
addition, a shortage of 65 bus drivers makes it difficult for
the district to cover all bus routes and results in overtime
payments. Finally, Houston ISD’s central academic offices
frequently restructure, often with limited communication to
staff about the changes. These changes challenge the central
office staff’s ability to plan and support campuses and makes
it difficult for campus staff to access support from the district.

Other Houston ISD departments are not structured to maximize
the programs and services offered. In some cases, two
departments or functions are duplicating services or are not
coordinating efficiently, resulting in poor services to students.
These duplicative services are evident in the following areas:

« Educational Instructional

Technology ~ and
Technology;

« Office of Communications and the Strategic
Engagement and Outreach Department;

+ Police Department and Risk Management

Department;

+ Construction Services Department and Facilities
Services Department; and

« Office of the Chief Financial Officer and the fiscal

administration of the bond projects.

The separation of the Educational Technology and
Instructional Technology teams causes confusion, lack of
coordination, and duplication of efforts. Houston ISD’s
Office of Communications and the Strategic Engagement
and Outreach (SEO)

duties, including writing news stories and managing

Department perform  similar
crisis communication, which causes confusion in the
district and the community. Consolidating the Office of
Communications and the SEO Department could save
nearly $500,000 annually. The district divides its safety and
security functions between the Police Department and the
Risk Management Department, which results in inefficiency
and poor communication and planning. It also has resulted
in the omission of key safety and security responsibilities.
For example, the failure to maintain the statutorily required

safety and security committee resulted in uncertainty
among staff regarding which department was responsible
for the ISD fragments the

organizational structure and construction responsibilities

committee. Houston
across the Construction Services Department and the
Facilities Services Department by requiring the Facilities
Services Department to complete small construction
projects. The district lacks oversight and segregation of
duties regarding the fiscal administration of bond projects,
creating the potential that bond proceeds will not be
safeguarded and deployed in the most efficient manner.

Houston ISD should reorganize and realign by taking action
in the following areas:

+ Modify the

to decrease the

district’s  organizational ~ structure

superintendent’s  supervisory
responsibilities and streamline the number of

executive leadership positions.

+ Reorganize the Human Resources Department and
adhere to best practices for an effective and equitable
span of control.

+ Reorganize Transportation Department functions
and develop strategies to improve recruitment and
retention of staff.

+ Combine Educational Technology and Instructional
Technology into one organization, based in the
Academic Department.

« Consolidate the Office of Communications and the
Strategic Engagement and Outreach Department to

streamline the district’s communications functions.

+ Consolidate the safety functions and form a
districtwide safety and security committee to address
safety issues.

+ Evaluate all position titles and job responsibilities
within the Construction Services Department and
Facilities Services Department and ensure that titles
and responsibilities match the functions performed
by each position.

+ Ensure that the Office of the Chief Financial Officer
provides fiscal oversight and accountability in
monitoring construction projects, provides input
during the planning stages, and advises the board as

project overruns and savings are identified.

+ Address communication deficiencies among central
academic office functions to improve transparency
with internal and external stakeholders.
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STANDARDIZE PROGRAMS AND SERVICES

Houston ISD manages most of its programs primarily in a
decentralized manner. Independent campus decisions result
in a student experience that differs across the district, and
students may not be served consistently. Campuses receive a
per-unit allocation based on the number of students enrolled

in each campus.

The district’s School Support Offices do not provide support
to campuses and principals in a standard or consistent
manner. Houston ISD lacks a unifying framework, strong
oversight, and written procedures for school support officers.
This lack of structure results in inconsistent supports for
campuses, contributing to high turnover among campus
principals and limiting the effectiveness of the role of
principal supervisors. The district’s campus-level planning
process is ineffective, and implementation varies. In addition,
Houston ISD lacks an effective process to ensure consistent
development of master schedules. This inconsistency limits
the district’s ability to maximize staffing resources and ensure
that all students have access to the courses they need to
graduate. The district’s discipline practices are not consistent
across all campuses. Discretionary enforcement of code of
conduct violations varies by campus. Houston ISD does not
ensure that all students have consistent campus-level access
to educational supports and resources, including counseling
services, library services, and fine arts programs. Principals
determine staffing and programming decisions with few

district-level mandates, resulting in inconsistencies.

The district lacks requirements regarding how much
technology campuses acquire, resulting in a range of
technology availability among campuses. The student-per-
device ratio for elementary school and middle school
campuses ranges from one to four students per device, and
these campuses have the option to have technical support
positions. Although the district requires these positions for
high schools, it does not enforce the requirement, and some
high schools do not have technical support staff. The absence
of these staff also results in lost time and productivity for
teachers and may limit the use and availability of technology
at campuses.

Regarding the district’s nutrition services, principals set meal
schedules, resulting in inconsistent student meal programs.
Some principals schedule meal times without the cafeteria
having enough seats for all students which may not provide
students enough time to eat. In addition, some principals
allow vendors to sell competitive food during meal times that
do not meet federal regulations.

Houston ISD’s method for building new campuses results in
high architectural costs, long design times, and the
districtwide use of inconsistent designs and materials. The
lack of standardization in the furniture, fixtures, and
equipment selection process results in inconsistencies among
campuses that can be expensive or burdensome. Authorizing
principals to choose different desks, chairs, bookshelves, or
electronic equipment requires maintenance and custodial
staff to stock different supplies to clean and repair equipment
on the campuses. These discrepancies can result in greater
expenditures for parts and increased labor hours for cleaning
and repair.

Houston ISD should standardize programs and services by
taking action in the following areas:

+ Systematize the district process for developing,
reviewing, and implementing school improve-

ment plans.

+ Develop and implement districtwide structures that
support a consistent and systematic approach for
supervising and supporting campus principals.

+ Implement systemic approaches to master scheduling,
including improved training and oversight.

+ Standardize campus  practices, communicate
expectations, and hold principals accountable for

student discipline management.

« Provide consistent access to high-quality counseling
programs, library services, and fine arts opportunities
throughout the district.

o Establish and enforce minimum standards for
technology funding and require campuses to replace
devices on a regular cycle.

« Develop guidelines for meal scheduling to

assist principals.

+ Hold principals accountable for ensuring that all
competitive foods sales on campuses comply with
United States Department of Agriculture regulations.

+ Develop or maintain districtwide building prototypes
for all campus types.

« Develop a furniture, fixtures, and equipment
standard  for middle, and high

school campuses to provide consistency across

elementary,

district facilities.
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IMPROVE COMMUNICATION, PLANNING,
AND PROCEDURES

Clearer communication, more comprehensive planning, and
better-documented procedures could ensure consistency and
quality in Houston ISD’s service delivery to internal and

external customers.

Improved planning and implementation could maximize
service delivery to Houston ISD’s nearly 210,000 students.
The district increased its nonacademic supports, also called
wraparound services, to address students’ obstacles to learning.
These obstacles may include mental and physical health, food
insecurity, housing instability, violence, and family crises.
However, the districts implementation of its wraparound
services initiative lacks effective coordination, planning,
procedures, and evaluation. The district does not enforce state-
mandated truancy intervention requirements. Staff reported
inconsistency in truancy interventions among campuses.
Increased student attendance could result from improved
management of truant students, resulting in more than $3.5
million in annual revenue due to state funding based partly on
the district’s number of students in average daily attendance.

Improved financial planning could benefit the district. Houston
ISD lacks a strategic planning process to align the district’s
departmental budgets with its goals. Although the district
determines campus budgets by student enrollment, Houston
ISD develops department budgets primarily by using the prior
year’s budget amounts. This budget method does not identify
department priorities or link department funding to goals.

In addition, the district lacks a process that ties campus-level
budget expenditures to the individual goals of school
improvement plans. Without a formal process that connects
spending to goals, the district does not hold principals
accountable for failing to meet budget-related goals.
Although the majority of the district’s budget is for salaries
and benefits, Houston ISD has below-market salaries and
lacks procedures to ensure consistent application of the salary
guides for all positions districtwide.

Departments that support students also have an opportunity
to improve. The Transportation Department lacks efficient
methods to communicate with stakeholders. For example,
the department does not always notify campuses and parents
about late buses or other interruptions of service. The district
does not have a current plan for technology and lacks clear
direction to utilize technology advancements and integrate
them into operations and instruction. The district has
duplicative help desk systems; some campuses have

implemented their own help desk ticket systems and use
different tools for onsite requests, bypassing the Technology
Department’s help desk. As a result, performance data
districtwide is not reported to the Technology Department
help desk and help desk functions performed by each campus

can vary from those performed by the district.

Clarity in police and security operations is critical to ensure
student, staff, and visitor safety. The Houston ISD Police
Department does not have procedures to ensure the
development and regular updating of key department
documents regarding resource sharing and communication.
Several memorandums of understanding in the department
are outdated and underutilized.

Houston ISD does not plan efficiently for its long-term
facilities needs through enrollment projections and facilities
assessments, leaving it vulnerable to unexpected costs. The
Maintenance Department does not engage in long-range
planning and performs maintenance reactively. Improved
facilities maintenance planning could save nearly $1.4
million annually.

Houston ISD has inconsistent procedures for campuses to
report donations. Departments that track donations do not
coordinate their activities and have differing rules regarding
cash donations. The district lacks effective oversight over
district partnerships with external organizations. Campuses
and departments form their own partnerships without
reporting them to the Strategic Partnerships Department.
Without effective oversight, the success of partnerships

cannot be evaluated accurately.

In the procurement function, Houston ISD’s procedures
contain inefficiencies and lack central oversight and effective
controls. The district lacks an efficient process to distribute
shopping cart purchase transactions and has processing
systems that do not interface with the system used by the
Bond Office in the Construction Services Department. The
district may not be tracking aggregate spending because of
the use of direct payments instead of the shopping cart
purchase process in some instances. Houston ISD also lacks
a comprehensive vendor evaluation, selection, and approval
process for its more than 15,000 vendors. The district
identifies all qualified vendors, and staff choose any vendor
without soliciting more specific quotes or bids. The practice
of not requiring staff to submit conflict-of-interest
disclosures presents the possibility of staff inappropriately
selecting a vendor based on a personal relationship or for

financial gain.
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Houston ISD should improve its communication, planning,
and procedures in the following areas.

STRATEGIC PLANNING

+ Develop, implement, and evaluate a strategic plan
for a long-term, comprehensive system of the
district’s wraparound services initiatives.

+ Implement a strategic planning and budget

model that ties the districts departmental
budgets to specific, measurable goals outlined by

the administration.

+ Tie campus budgets to school improvement plan
goals and hold principals accountable for achieving
the results on their campuses when the budgets

are approved.

+ Develop a three-year to five-year technology plan
aligned to the district improvement plan.

+ Develop a comprehensive long-range facility

master  plan  that  incorporates  accurate

information about facility replacement costs

and enrollment projections.

+ Develop long-term  planning  strategies for

the Maintenance Department, such as a

stafing allocation model and a

preventive
maintenance program.

PROCEDURES IMPROVEMENT

« Strengthen controls over promotion and pay
and perform a limited-scope classification and
compensation study.

+ Establish processes to strengthen Transportation
Department internal and external communications
and solicit feedback from stakeholders.

+ Analyze the help desk data regularly and standardize
help desk processes districtwide.

+ Charge

maintaining, and regularly updating key district

specific  positions  with  reassessing,
documents, such as memorandums of understanding

and service expectations.

+ Review the different ways that donations are reported
to the district and develop a unified plan to accept
and track campus donations.

» Update procedures to manage partnerships with
external organizations and develop a system to track
all district partnerships.

+ Develop procurement processes for greater
productivity and efficiency, ensure that purchases are
tracked, and increase communication and training to

purchasing end users.

« Evaluate vendor management procedures to ensure
that practices are transparent and equitable and
provide the best value for the district.

+ Develop an enforcement mechanism to ensure that
campuses are utilizing all required interventions
before making truancy case referrals.

IMPROVE BOARD OPERATIONS

Houston ISD’s board does not function effectively as a
governing unit. The board’s conduct fosters an atmosphere
of distrust and animosity, resulting in a lack of confidence
in leadership among district staff and the community.
Board members’ actions have diminished the board’s ability
to deliberate critical academic, financial, operational, and
administrative issues effectively. Some board members have
overstepped their oversight function, exhibiting behavior
that suggests a lack of understanding or disregard for their
defined roles and responsibilities. Staff stated that board
members place large demands on staff time with requests
for information that often is not relevant to the role of
board members.

Performing their responsibilities as a board is challenging in
some areas. For example, the board does not successfully
organize or conduct board meetings in a professional manner.
The board agenda process is not consistent, the focus is not
on improving student outcomes, and the board does not
follow parliamentary procedures consistently. The district’s
board committees also are ineffective and not well-defined.
The district does not maintain a formal list of all board
committees, a description of the roles and responsibilities of
each committee, or clearly defined goals. These committees
do not report regularly to the full board regarding their
activities. Additionally, the board lacks a process to review
and update board policies regularly and updates them on an
ad hoc basis. Of more than 800 board policies examined by
the review team, the district issued nearly 48.0 percent before
calendar year 2011. Lack of a board policy review process
increases risk to the district of maintaining outdated policies
that do not comply with state and federal laws.

LEGISLATIVE BUDGET BOARD STAFF — ID: 4986
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To improve board operations, the district should take actions
in the following areas:

+ Develop comprehensive operating procedures for all
essential board functions and establish a process to

evaluate the board’s overall effectiveness annually.

« Hire a professional mediator to conduct team-
building sessions to resolve issues affecting trust
among board members, and develop a formal self-
policing structure to address potential violations of
board ethics policies.

« Amend board policy to require board members

to attend trainings regarding their roles

and responsibilities.

« Enforce board policies during board meetings, follow
the Lone Star Governance Framework, and provide
training for board members regarding acceptable

parliamentary procedures.

+ Develop and implement a clearly defined process for

the formation and maintenance of board committees.

+ Develop and implement procedures that establish
a timeline and framework to review and update all

board policies systematically.

FINANCIAL AND EDUCATIONAL OVERVIEWS

The following is Houston ISD’s financial and educational
overview. In addition, a summary of LBB’s School
Performance Review program is mentioned, including

Houston ISD’s legislators.

FINANCIAL OVERVIEW

The LBB’s School Performance Review Team were onsite in
the district during spring 2019 before the implementation of
significant amendments to school finance law. House Bill 3,
Eighty-sixth Legislature, 2019, made significant changes to
the Foundation School Program (FSP). The legislation affected
Houston ISD’s entitlement, which is the amount of state aid
the district receives, and the calculation of the district’s
recapture payment. Two of the major drivers of FSP entitlement
to a school district include the district’s student population
and its property values. During fiscal 2019, Houston ISD had
an average daily attendance (ADA) of 194,669. During the
same period, Houston ISD’s property value used to calculate
FSP entitlement was $174.2 billion. As a result of Houston
ISD’s property value growth outpacing its student population
growth in recent years, the district exceeded the Tier 1

Equalized Wealth Level for the first time during school year
2016-17. The districts recapture payment for that year was
$101.0 million. Houston ISD has experienced a trend of slow
student population growth combined with rapid property
value growth. This trend has affected the district’s recapture
payment that grew to $194.1 million during school year
2017-18. For school year 2018-19, the LBB estimates a
recapture payment of $272.7 million.

Pursuant to House Bill 3, Houston ISD’s maintenance and
operations (M&O) tax rate is estimated to decrease from
$1.04 per $100 of property valuation to $0.97 for school
year 2019-20. Before the legislation’s enactment, Houston
ISD would have been required to pay an estimated $308.6
million for school year 2019-20 and $395.6 million for
school year 2020-21 in recapture payments to the state.
Pursuant to the legislation, summer 2019 estimates indicate
that Houston ISD will not have to make any recapture
payments to the state for school year 2019-20 and will pay
an estimated $45.4 million for school year 2020-21.
Pursuant to the legislation, the LBB estimates that Houston
ISD will receive an increase of $97.5 million in total state
and local revenue for school year 2019-20 and can expect an
increase of $124.8 million in total state and local revenue for
school year 2020-21 compared to what the district otherwise
would have received. Included in these amounts is an
estimated $16.4 million in state funding attributable to the
transportation allotment for school year 2019-20. Before the
legislation’s enactment, Houston ISD received no state
funding from the transportation allotment.

Senate Bill 11, Eighty-sixth Legislature, 2019, addressed
school safety measures and standards, including the
development of the school safety allotment. The allotment
provides $9.72 per student in ADA to improve school safety
and security. Houston ISD is estimated to receive an additional
$1.8 million for school year 2019-20 in related funding.

Senate Bill 500, Eighty-sixth Legislature, 2019, appropriates
$475.0 million in additional state aid to be distributed to
school districts affected by Hurricane Harvey due to decreasing
property values. During August 2019, Houston ISD received
$133.9 million in onetime aid from this source.

For school year 2018-19, Houston ISD adopted a budget of
approximately $2.0 billion. With $2.1 billion in adopted
budgeted expenditures, the district approved its deficit
budget with a plan to spend more than it receives in revenue.
The budget deficit is funded from the district’s fund balance.

The highest expenditure categories for each of these years are
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EXECUTIVE SUMMARY

FIGURE 1

HOUSTON ISD ENROLLMENT AND GENERAL FUND OPERATING BUDGET

SCHOOL YEARS 2016-17 TO 2018-19

CATEGORY 2016-17 2017-18 2018-19 2018-19 CHANGE FROM 2016-17 PERCENTAGE CHANGE
Enroliment 215,408 213,528 209,772 (5,636) (2.6%)
General Fund Operating Budget (1) $1,593 $1,716 $2,035 $442 27.7%

NorTE: (1) Amounts for school year 2016—17 and school year 2017—18 are actual and school year 2018—19 are budgeted. Amounts are rounded

to millions. Excludes debt service and capital outlay.

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

instruction and plant maintenance and operations. School
leadership, data processing services, transportation, and
guidance and counseling services also were significant

expenditures during these years.

Figure 1 shows Houston ISD’s student enrollment and
general fund budget for school years 2016-17 to 2018-19.
Enrollment decreased by 5,636 students, and the general
fund budget increased by 27.7 percent during this period.

The most recent actual instructional expenditure data
reported for school year 2017-18 show that the district spent
$6,109 per student compared to the state average of $6,574.

School districts in Texas receive two financial accountability
ratings, including the School Financial Integrity Rating
System of Texas (FIRST) and Smart Score. Houston ISD
scored a FIRST rating of A/Superior for school year 2018—
19. Houston ISD has scored A/Superior for each of the last

five years, except school year 201415, when the top rating
for FIRST was Pass. During school year 2018-19, Houston
ISD received a 4.0 Smart Score, with an academic
performance rating of average academic progress and a very
low spending rate.

A survey conducted by the review team indicated that most
district staff do not agree that the districts financial
management is efficient and effective. Figure 2 shows the
results of the district staff survey.

EDUCATIONAL OVERVIEW

Houston ISD is the largest school district in Texas and the
seventh-largest school district in the nation. During school
year 2018-19, Houston ISD’s enrollment was 209,772
students, served by 11,465 teachers. The district operated
280 campuses, including eight early childhood centers, 160
elementary schools, 38 middle schools, 37 high schools, and

FIGURE 2
HOUSTON ISD STAFF SURVEY RESULTS
FEBRUARY 2019

SOURCE: Legislative Budget Board School Performance Review Team; February 2019.
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37 other campuses, including those serving combined
academic levels and alternative campuses.

Figure 3 shows the demographics of Houston ISD compared
to state averages. During school year 2018-19, approximately
79.8 percent of students were categorized as economically
disadvantaged, greater than the state average of 60.6 percent.
The district identified 31.7 percent of students as English
learners (EL), greater than the state average of 19.4 percent.
The district also identified 65.2 percent of students as at risk
of dropping out, which was greater than the state average of
50.0 percent.

Academic  achievement varies considerably among
Houston ISD campuses, ranging from nationally ranked
campuses to chronically low-performing campuses. Houston
ISD decreased the number of improvement-required
campuses from 58 in school year 201415 to six in school
year2017-18. Houston ISD received an overall accountability

rating of B for school year 2018-19.

TEA issues state accountability ratings for each district and
campus. From school years 2013-14 to 2016-17, TEA
issued Houston ISD a district accountability rating of met
standard. During school year 2017-18, TEA did not rate
the district due to a special provision for the hardships
experienced by the district during Hurricane Harvey.
Figure 4 shows the state accountability ratings for Houston
ISD’s campuses for school years 2013-14 to 2017-18.
Houston ISD’s accountability ratings have improved each
year since school year 2014-15. The review team visited the
district during spring 2019, before the implementation of
significant revisions to the state accountability system.

FIGURE 3
HOUSTON ISD STUDENT DEMOGRAPHICS
SCHOOL YEAR 2018-19

STUDENTS HOUSTON ISD STATE

Hispanic 62.1% 52.6%
African American 23.4% 12.6%
White 8.9% 27.4%
Asian 4.2% 4.5%
Two or More Races 1.2% 2.4%
American Indian or Alaskan Native 0.2% 0.4%
Native Hawaiian or Pacific Islander 0.1% 0.2%
Economically Disadvantaged 79.8% 60.6%
English Learners 31.7% 19.4%
At Risk 65.2% 50.0%

SouRcEs: Texas Education Agency, Public Education Information
Management System Standard Reports, school year 2018—19;
Houston ISD, school year 2018-19 Facts and Figures.

The Commissioner of Education appointed a conservator
in September 2016 to provide district-level support for
Houston ISD’s campuses that were rated improvement
required. The Texas Education Code, Section 39.102, states
that if a campus remains in this status for five years, the
Commissioner may close the campus or replace the district’s
elected board with state-appointed managers. To avoid
these sanctions, four campuses—Henry Middle School,
Highland Heights Elementary School, Kashmere High
School, and Wheatley High School—must achieve ratings
of met standard during school year 2018-19. The review
team’s assessment of Houston ISD’s educational service
conducted  before  the

delivery  operations  were

Commissioner’s decision about the district’s status.

FIGURE 4
HOUSTON ISD CAMPUS ACCOUNTABILITY RATINGS, SCHOOL YEARS 2013-14 TO 2017-18
MET STANDARD IMPROVEMENT REQUIRED

NUMBER PERCENTAGE NUMBER PERCENTAGE
YEAR CAMPUSES RATED (1) OF CAMPUSES OF CAMPUSES OF CAMPUSES OF CAMPUSES  DISTRICT OVERALL RATING
2013-14 264 220 83.3% 44 16.7% Met Standard
2014-15 275 217 78.9% 58 21.1% Met Standard
2015-16 275 237 86.2% 38 13.8% Met Standard
2016-17 278 251 90.3% 27 9.7% Met Standard
2017-18 (2) 275 252 91.6% 6 2.2% Not Rated
NOTES:

(1) Data includes paired campuses. For purposes of assigning accountability ratings, the Texas Education Agency (TEA) combines data for
campuses that do not serve grade levels that administer State of Texas Assessments of Academic Readiness (STAAR) with campuses that

serve grade levels that administer STAAR.

(2) Seventeen campuses and the district overall were not rated for school year 2017-18 due a special TEA provision related to the effects of
Hurricane Harvey. Seven of these campuses maintained their improvement required status from the prior year.
SouRces: Texas Education Agency, Texas Academic Performance Report, school years 2013—14 to 2017-18; Houston ISD Facts and Figures,

school years 2013-14 to 2017-18.
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FIGURE 5

HOUSTON ISD STUDENT ACADEMIC MEASURES COMPARED TO REGION 4 AND STATE (1), SCHOOL YEAR 2017-18

ADVANCED DUAL-CREDIT COURSE COMPLETION

COLLEGE-READY GRADUATES COMPLETING ENGLISH
AND MATHEMATICS (2)

Houston 1SD

Region 4

State

3% 36% 37% 38% 39% 40% 4%

Houston ISD

Region 4

State

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

SAT OR ACT PERCENTAGE OF STUDENTS TESTED

AVERAGE SAT SCORE

Houston ISD

Region 4

State

0% 20% 40% 60% 80% 100%

Houston ISD

Region 4

State

900 950 1000 1050

STUDENTS SCORING AT OR GREATER THAN CRITERION
ON SAT OR ACT (3)

GRADUATES ENROLLED IN TEXAS INSTITUTION OF HIGHER
EDUCATION

Houston ISD

Region 4

State

4%  46% 48% 50% 52%  54%  56%  58%

NoTES:
(1) Region 4=Regional Education Service Center IV.

Houston ISD

Region 4

State

0% 10% 20% 30% 40% 50% 60%

(2) To be considered college-ready, a graduate must have met or exceeded the college-ready criteria on the State of Texas Assessments of
Academic Readiness (STAAR) exit-level test, or the SAT or ACT standardized college admissions tests.
(3) Criterion refers to the scores on the SAT and ACT college admissions tests. For these tests, the criterion scores are at least a composite

24 on the ACT and at least 1110 total on the SAT.

SouRCE: Texas Education Agency, Texas Academic Performance Report, school year 2017-18.

Figure 5 shows various academic measures of Houston ISD
compared to the average of other school districts in
Regional Education Service Center IV (Region 4) and the

state. Houston ISD scored greater than the regional and
state averages for advanced dual-credit course completion
and for the percentage of students that have completed
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SAT or ACT college admissions tests. Houston ISD scored
less than regional and state averages in college-ready
graduates completing both English and mathematics,
students scoring at or above criterion for SAT or ACT,
average SAT score, and graduates enrolled in Texas
institutions of higher education.

LBB SCHOOL PERFORMANCE REVIEW
BACKGROUND

The Texas Legislature established the Texas School
Performance Review in 1990 to “periodically review the
effectiveness and efficiency of the operations of school
districts, including the district’s expenditures for its officers’
and employees’ travel services. A review of a school district
may be initiated by the board at its discretion or on the
request of the school districts. A review may be initiated by
a school district only by resolution adopted by a majority of
the members of the board of trustees of the district. If a
review is initiated on the request of the school district, the
district shall pay 25 percent of the cost incurred in
conducting the review” (the Texas Government Code,
Section 322.016).

The LBB’s School Performance Review Team conducts
comprehensive and targeted reviews of school districts’ and
charter schools’ educational, financial, and operational
services and programs. The review team produces reports

that  identify

recommendations based upon the analysis of data and onsite

accomplishments, findings, and
study of each district’s operations. A comprehensive review
examines 12 functional areas and recommends ways to
decrease costs, increase revenues, reduce overhead, streamline
operations, and improve the delivery of educational,
financial, and operational services. School districts typically
are selected for management and performance reviews based
on a risk analysis of multiple educational and financial
indicators. The LBB also considers requests for reviews.

To gain an understanding of the school district’s operations
before conducting the onsite review, the review team requests
data from the district and multiple state agencies, including
TEA, the Texas Department of Agriculture, and the Texas
School Safety Center. For the Houston ISD review, LBB staff
implemented additional methods for obtaining feedback on
district operations, including surveys of parents, community
members, and district and campus staff. While onsite, the
review team gathered information through multiple
interviews and focus groups with district and campus
administrators, staff, and board members.

FIGURE 6
HOUSTON ISD STATE LEGISLATORS
SCHOOL YEAR 2018-19

PERCENTAGE OF HOUSTON ISD

LEGISLATOR REPRESENTED BY LEGISLATIVE DISTRICT

Texas Senate

Borris Miles 39.0%
Carol Alvarado 26.0%
Joan Huffman 20.0%
John Whitmire 15.0%
Texas House of Representatives

Sarah Davis 12.0%
Shawn Thierry 12.0%
Alma Allen 10.0%
Garnet Coleman 10.0%
Jessica Farrar 10.0%
Gene Wu 9.0%
Jim Murphy 8.0%
Christina Morales 7.0%
Harold Dutton, Jr. 5.0%
Ana Hernandez 5.0%
Armando Walle 4.0%
Jarvis D. Johnson 3.0%
Senfronia Thompson 3.0%

NoTE: Totals may not sum to 100.0 percent due to rounding.
SouRcE: U.S. Census data, 2010.

Houston ISD is served by Region 4, located in Houston.
Figure 6 shows Houston ISD’s state legislators and
the percentage of Houston ISD represented by their
legislative districts.

The chapters that follow contain a summary of the

districts  findings and numbered recommendations.
Detailed explanations for the recommendations follow
the summary and include fiscal impacts. Each chapter
concludes with a fiscal chart listing the chapter’s
recommendations that have an estimated savings or cost

for school years 2019-20 to 2023-24.

Figure 7 shows the estimated fiscal impact of all 94
recommendations in the performance review. The district
should determine the actual fiscal impact after reviewing the
recommendations to determine the level of priority,
appropriate timeline, and method of implementation.
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FIGURE 7
FISCAL IMPACT OF HOUSTON ISD RECOMMENDATIONS, SCHOOL YEARS 2019-20 TO 2023-24
TOTAL 5-YEAR ONETIME
(COSTS) OR (COSTS) OR
(COSTS) OR SAVINGS 2019-20 2020-21 2021-22 2022-23 2023-24 SAVINGS SAVINGS
Gross Savings $42,498,765  $42,283.446  $42,091,386  $41,919,916  $41,766,698  $210,560,211 $27,647,116
Gross Costs ($103,605)  ($103,605)  ($103,605)  ($103,605)  ($103,605) ($518,025)  ($317,550)
Total $42,395,160  $42,179,841  $41,987,781  $41,816,311  $41,663,093  $210,042,186 $27,329,566
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1. DISTRICT ORGANIZATION, PLANNING, AND GOVERNANCE

Houston Independent School District (ISD) is located in
Houston and covers 312.0 square miles. During school year
2018-19, Houston ISD had 209,772 students. The district
is the state’s largest, and the nation’s seventh largest school
district. Houston ISD is governed by a nine-member board
of trustees (board), whose members are elected from nine
separate districts to serve staggered four-year terms, with
elections held every two years.

Dr. Grenita Lathan has served as Houston ISD’s interim
superintendent since April 2018. She previously served as the
district’s chief academic officer. The previous superintendent
resigned to become chancellor of New York City Public
Schools. The Legislative Budget Board’s School Performance
Review Team conducted an onsite review to the district from
January 2019 to February 2019. At the time of the onsite
review, Houston ISD had hired an executive search firm to
search for a permanent superintendent. The superintendent
reports to the board, and 18 staff report to the superintendent.

FINDINGS

¢ Houston ISD does not have an effective and
efficient organizational structure relative to the
superintendent’s supervisory responsibilities and the
large number of executive leadership positions.

¢ Houston ISD’s campus-level planning process

is ineffective, and implementation  varies

among campuses.

¢ Houston ISD’s board conduct fosters an atmosphere
of distrust and animosity, resulting in a lack of
confidence in leadership among district staff and
the community.

¢ Houston ISD’s board does not successfully organize
or conduct board meetings in a professional manner.

¢ Houston ISD board members behavior suggests a
lack of understanding or disregard for their defined
roles and responsibilities.

¢ Houston ISD lacks a process to review and update
board policies regularly.

¢ Houston ISD lacks a clearly defined process to
evaluate the superintendent.

¢ Houston ISD’s board committees are ineffective and
not well-defined.

¢ Houston ISD’s board does not function effectively as
a governing unit.

RECOMMENDATIONS

¢ Recommendation1:Modifythedistrictsorganizational
structure to decrease the superintendent’s supervisory
responsibilities and streamline the number of executive
leadership positions.

¢ Recommendation 2: Systematize the district

process for developing, reviewing, and

implementing School Improvement Plans.

¢ Recommendation 3: Hire a professional mediator
to conduct team-building sessions to resolve issues
affecting trust among board members, and develop
a formal self-policing structure to address potential
violations of board ethics policies.

¢ Recommendation 4: Enforce board policies
during board meetings, follow the Lone Star
Governance Framework, and provide training
for board members acceptable

regarding

parliamentary procedures.

¢ Recommendation 5: Amend board policy to require
board members to attend trainings regarding their
roles and responsibilities.

¢ Recommendation 6: Develop and implement
procedures that establish a timeline and
framework to review and update all board
policies systematically.

¢ Recommendation 7: Develop and implement a
comprehensive superintendent evaluation process.

¢ Recommendation 8: Develop and implement
a clearly defined process for the formation and

maintenance of board committees.

¢ Recommendation 9: Develop comprehensive
operating procedures for all essential board
functions and establish a process to evaluate the
board’s overall effectiveness annually.
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HOUSTON INDEPENDENT SCHOOL DISTRICT

BACKGROUND

An independent school district’s governance structure, staff
management, and planning process provide the foundation
for effective and efficient education of students. An elected
board of trustees (board) governs each school district in
Texas. The board focuses on decision making, planning, and
providing resources for achieving goals. The board sets goals,
objectives, and policies and approves plans and funding
necessary for school district operations. The superintendent
implements policy, manages district operations, recommends
staffing levels, and allocates the resources to implement
district priorities. The board and superintendent collaborate
as a leadership team to meet district stakeholder needs.

Houston ISD serves most of the area within the Houston city
limits and students in nine nearby municipalities and some
unincorporated areas in Greater Houston. These areas include
all of the cities of Bellaire, West University Place, and Southside
Place. The district also enrolls students from the Harris County
portion of Missouri City, and portions of Jacinto City, Hunters
Creek Village, Piney Point Village, and Pearland.

‘The district has 280 campuses, including eight early childhood
centers, 160 elementary schools, 38 middle schools, 37 high
schools, and 37 combined or other types of campuses. Figure
1-1 shows Houston ISD campuses by enrollment.

Figure 1-2 shows Houston ISD’s board members, districts,
titles, and length of service. The next board election will be in
November 2019 for four seats.

The board holds public meetings at 5:00 pm on the second
Thursday of every month in the Houston ISD Board
Auditorium. Board Policy BE (LOCAL) states that the board

president can call special meetings at his or her discretion or
upon request by three board members. The Board Services
Department posts all meetings to the district website at least
72 hours in advance.

From January 2018 to January 2019, the district held 38
special meetings. The special meetings covered topics
including board training and workshops, adopting the
annual budget and tax rate, town hall meetings, community
meetings, staff discussions, and budget workshops.

The public may attend all meetings and may address the
board on topics of interest. Individuals must register in
advance to speak at board meetings. To comment on a
specific agenda item, individuals must complete an online
form or register in person with the Board Services Department
by 9:30 aMm on the day of the meeting.

Board meetings are broadcast live on Houston ISD TV, a
television station operated by the district that is available on local
Houston cable networks and on the district’s website. Monthly
board meetings and agendas are archived online. At the time of
the review team’s onsite review, all board meetings from January
2012 to February 2019 were available to view online.

The district’s mission statement is to “equitably educate the
whole child so that every student graduates with the tools to
reach their full potential.” Figure 1-3 shows the district’s
core beliefs.

Figure 1-4 shows the board’s goals for the district.

Figure 1-5 shows Houston ISD’s organizational structure at
the time of the review team’s onsite review, including the 18

positions that report directly to the superintendent.

FIGURE 1-1
HOUSTON ISD CAMPUSES BY ENROLLMENT
SCHOOL YEAR 2018-19

CAMPUS NUMBER OF CAMPUSES ENROLLMENT PERCENTAGE OF STUDENTS (1)
Early Childhood Centers 8 3,524 1.7%
Elementary 160 100,793 48.1%

Middle 38 33,054 15.8%

High 37 47,785 22.8%

Combined or Alternative (2) 37 24,616 12.1%

Total 280 209,772

NOTES:

(1) Numbers may not total 100.0 percent due to rounding.

(2) These campuses serve students in multiple categories (elementary, middle, and high) and/or alternative campuses.

SouRCE: Houston ISD 2018-19 Facts and Figures Report.
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FIGURE 1-2
HOUSTON INDEPENDENT SCHOOL DISTRICT BOARD OF EDUCATION
SCHOOL YEAR 2018-19

MEMBER TITLE DISTRICT TERM EXPIRATION LENGTH OF SERVICE (1)
Diana Davila President District VIII 2019 2 years and 8 months
Holly Maria Flynn Vilaseca First Vice President District VI 2021 1 year and 8 months
Elizabeth Santos Second Vice President District | 2021 8 months

Dr. Sergio Lira Secretary District 111 2019 8 months

Sue Deigaard Assistant Secretary District V 2021 8 months

Rhonda Skillern-Jones Member District Il 2019 6 years and 8 months
Jolanda Jones Member District IV 2019 2 years and 8 Months
Anne Sung Member District VII 2021 1 year and 9 months
Wanda Adams Member District IX 2021 4 years and 8 months

NoTE: (1) The length of service is as of February 2019.
SOuRCE: Houston ISD, February 2019.

FIGURE 1-3
HOUSTON ISD CORE BELIEFS
SCHOOL YEAR 2018-19

We believe that equity is a/the lens through which all policy decisions are made.

We believe that there should be no achievement gap among socioeconomic groups or children of ethnic diversity.

We believe that the district must meet the needs of the whole child, providing wraparound services and social and emotional
supports.

We believe our classrooms/schools should be safe, vibrant, joyful spaces where students are guaranteed access to a challenging
and deep educational experience.

We believe that instruction should be customized/personalized to meet the learning needs for each individual child, including
students with disabilities, gifted and talented students, and English Language Learners, so they have the support and opportunity
they need to flourish.

We believe that recruitment and retention of qualified and effective personnel are the keys to enhancing the quality of education and
increasing student achievement.

We believe that the community has a right to transparent operations across the district in all schools, departments, and divisions.

We believe that meaningful engagement with the community is important in all major decision making.

SouRcE: Houston ISD Mission and Beliefs, 2019.

FIGURE 1-4
HOUSTON ISD BOARD OF EDUCATION GOALS
2019

Goal1  The percentage of students reading and writing at or above grade level as measured by the percentage of students at the

Meets Grade Level standard on the State of Texas Assessments of Academic Readiness (STAAR) for grade three through
English Il shall increase by 3.0 percentage points annually from 37.0% to 46.0% from spring 2017 to spring 2020.

Goal 2  The percentage of graduates meeting the Global Graduate standards as measured by the College and Career Readiness

component of the Texas accountability system shall increase 3.0 percentage points annually from the 2017 graduates’
baseline of 52.0% to 67.0% by 2022.

Goal 3  Among students who exhibit below satisfactory performance on state assessments, the percentage who demonstrate at

least one year of academic growth, as measured by the STAAR Progress Measure, shall increase 3.0 percentage points
annually in reading and in math from 57.0% in spring 2017 to 66.0% in spring 2020.

SouRcE: Houston ISD Beliefs and Goals, 2019.
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FIGURE 1-5
HOUSTON ISD ORGANIZATION
SCHOOL YEAR 2018-19

Board of Education

Chief Audit Executive
Chief of Police Interim Superintendent General Counsel
of Schools
Chief Strategy | Chief Government Chief Chief Chief Chief
and Innovation Relations and Financial Academic Communications Operating
Officer Strategy Officer Officer Officer Officer Officer
Chief Information Chief of Staff Area Chief Chief Human

Officer

Superintendents — 6

Development

Resources Officer

Officer

SOURCES: Legislative Budget Board School Performance Review Team, March 2019; Houston ISD, February 2019.

DETAILED FINDINGS
DISTRICT ORGANIZATION (REC. 1)

Houston ISD does not have an effective and efficient
organizational structure relative to the superintendents
supervisory responsibilities and the large number of executive
leadership positions.

The role of a superintendent is broad and extensive. The
superintendent is responsible for a large number of district
functions such as setting the district vision and goals,
collaborating with the board, being involved in the
community; managing finances, serving as an instructional
leader, and delegating daily activities that accomplish
instructional and operational requirements. Figure 1-6
shows descriptions of a superintendent’s duties developed by

the Texas Association of School Boards (TASB).

Houston ISD is the seventh-largest school district in the
U.S. Effective oversight of a district this size requires a
superintendent to manage his or her time and duties
ISD’s

structure, shown in Figure 1-5, requires the superintendent

efficiently. However, Houston organizational
to spend a significant amount of time managing staff,
which decreases the remaining time available to carry out

other crucial responsibilities.

The superintendent directly supervises 18 staff from
eight functional areas, including educational service
delivery, technology, human resources, safety and security,
financial management, district operations, legal services, and

public relations.

Given the breadth of this positions responsibilities, it is
challenging for the superintendent to supervise all of these
reporting positions effectively. Daily operational reporting
requirements, especially for a large district such as Houston
ISD, can be significant with this reporting structure.
Although the number of staff a supervisor can manage
effectively varies by organization, a general rule for an

executive ranges from six to eight direct reports.

For comparison purposes, Figure 1-7 shows the
superintendent’s supervisory responsibilities at the 10
most populous school districts in Texas. None of these
districts assigns more than 10 positions to report directly to

the superintendent.

Figure 1-8 shows the same information for the 10 most
populous school districts in the U.S. Houston ISD assigns
more positions to report directly to the superintendent
than any of these districts, including larger districts. The
New York City Department of Education assigns 10
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FIGURE 1-6

TEXAS ASSOCIATION OF SCHOOL BOARDS’ DESCRIPTIONS OF SUPERINTENDENT DUTIES
2019

DUTY DESCRIPTION

Policy Development and Implementation

The superintendent advises the school board regarding the need for new policies

based on input from staff and advisory committees, legislators, and state agency staff.
Following the superintendent’s policy recommendation, if the board adopts the policy,
the superintendent develops and implements appropriate procedures to satisfy the new

policy’s requirements.

Administration
operations.

Recommendation and Evaluation of Staff

The superintendent provides administrative leadership and manages district daily

The superintendent recommends staff to be hired; is responsible for performance

evaluations; and makes suggestions for renewal, nonrenewal, and dismissal of staff (as

provided by policy).
Budget

The superintendent prepares a budget, makes revisions as requested by the board,

administers the board-adopted budget, and makes purchasing decisions as defined by
board policy and budget constraints.

Facilities Planning

The superintendent leads the administrative effort to plan for, operate, maintain, evaluate,

and supervise improvements to school and district facilities.

Communication

The superintendent communicates with a diverse range of individuals and groups, such

as legislators, the Texas Education Agency, the regional education service center, parents,
board members, principals, attorneys, teachers, local business owners, and the media.
The superintendent is the face of the district and works to build strong relationships with
all these individuals to form beneficial partnerships and to lobby for the district.

SouRCE: Texas Association of School Boards, My Texas Public School website, 2019.

positions, and the Los Angeles Unified School District
assigns 12 positions.

During onsite interviews, the superintendent and staff
indicated that the high number of direct reports to the
superintendent is due to shifting the six area superintendents
from reporting to the chief academic officer to the
superintendent for school year 2018-19. This transition
occurred because the district is in a critical stage of trying to
get several campuses that the Texas Education Agency (TEA)
rated Improvement Required through the state’s
accountability system. If these campuses continue to perform
unsatisfactorily, the district could face TEA sanctions,
including the replacement of the school board with an
appointed board of managers. The interim superintendent
previously served as the chief academic officer, and this shift
enables her to work directly to improve student achievement
by continuing to supervise the area superintendents.
According to the superintendent, the district will revisit this
reporting structure after the state accountability issue has
been resolved. However, even without the area
superintendents, the superintendent still would have 12
positions reporting directly to her, which exceeds best

practice standards and the supervisory workloads of

FIGURE 1-7

SUPERINTENDENT’S POSITION MANAGEMENT IN THE 10
LARGEST SCHOOL DISTRICTS IN TEXAS

SCHOOL YEAR 2017-18

DIRECTLY REPORTING

DISTRICT STUDENTS POSITIONS
Houston ISD 213,528 18
Dallas ISD 156,726 8
Cypress—Fairbanks ISD 116,138 7
Northside ISD 106,086 7
Fort Worth ISD 86,039 10
Austin ISD 81,346 9
Katy ISD 77,331 8
Fort Bend ISD 74,957 10
Aldine ISD 67,234 10
North East ISD 65,805 5

SouRces: Texas Education Agency, Texas Academic Performance
Reports, school year 2017-18; district websites, 2019.

superintendents at other large school districts in Texas and

the U.S.

This organizational structure also causes the district to
maintain a large number of executive leadership positions.
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FIGURE 1-8

SUPERINTENDENT’S POSITION MANAGEMENT IN THE 10 LARGEST U.S. SCHOOL DISTRICTS

SCHOOL YEAR 2016-17 (1)

DISTRICT STUDENTS STATE OR TERRITORY DIRECTLY REPORTING POSITIONS
New York City Department of Education 995,336 New York 10
Los Angeles Unified School District 667,273 California 12
Puerto Rico Department of Education 437,202 Puerto Rico N/A (2)
Chicago Public Schools 405,655 lllinois 9
Miami—-Dade County Public Schools 347,366 Florida 9
Clark County School District 314,059 Nevada 8
Broward County Public Schools 256,472 Florida 17
Houston ISD 215,408 Texas 18
Hillsborough County Public Schools 194,525 Florida 7
Hawaii Department of Education 179,601 Hawaii 8

NOTES:

(1) School year 2016—-17 was the most recent data available for comparison of all U.S. school districts.
(2) No data was available for the organizational structure of the Puerto Rico Department of Education.

SouRces: World Atlas, 2019; district websites, 2019.

Executive leadership positions are administrators who oversee
the major functions of the district. They meet regularly with
the superintendent as a group, known as the superintendent’s
cabinet, to help make important governance decisions and
coordinate  school  improvement initiatives.  The
superintendent determines which positions are elevated to
executive leadership status, and the six area superintendents
are now part of that group. In other districts, these positions
typically carry job titles such as director or deputy
superintendent, but executive leadership positions in

Houston ISD carry the title of chief.

As shown in Figure 1-5, the district maintains 12 chief
positions. The chief of police is statutorily required to
report to the superintendent. The other 11 chiefs and the
sixarea superintendents reportdirectly to the superintendent
at the district’s discretion. As shown in Figures 1-7 and
1-8, Houston ISD maintains a comparatively high number
of executive leadership positions. During onsite interviews,
some district staff and board members expressed concern
that Houston ISD has more chief positions than necessary.
The interview statements suggested that the district lacks a
clear process to determine which positions become

executive leadership.

Effective districts limit the number of staff at the executive
leadership level to certain key positions, and avoid
maintaining executive leadership positions that oversee the
same function. This streamlines

practice reporting

assignments and clarifies for district staff and the community

which positions manage a particular function. However,
Houston ISD’s organizational structure has multiple
positions that oversee educational service delivery reporting
directly to the superintendent. The chief academic officer,
chief strategy and innovation officer, and six area
superintendents all oversee academic functions and all report
directly to the superintendent. Thus, the superintendent’s
management and oversight of the district’s educational
service delivery function is fragmented into eight staff and
areas that require separate meetings, discussions, evaluations,
and administration.

Additionally, all the chiefs occupy the same level on Houston
ISD’s organizational chart and the same pay scale; however,
they have a wide discrepancy in their responsibilities and
supervisory duties. For example, the chief operating officer
manages the district’s transportation, facilities, food service,
and safety and security functions, which collectively encompass
approximately 6,600 staff. By contrast, the chief government
relations and strategy officer monitors and analyzes local, state,
and federal policy issues affecting the district and oversees two
staff. Similarly, the chief financial officer oversees six
departments and more than 300 staff, and the chief
development officer oversees 19 positions in two departments.
In comparison, the chief of staff position oversees seven
positions in the Board Services Department and works with
different departments as needed and as requested by the
superintendent. The duties and responsibilities of all these
positions are essential to the district. However, placing all of
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FIGURE 1-9
HOUSTON ISD REVISED ORGANIZATIONAL STRUCTURE
MARCH 2019
Superintendent
Chief Chief Chief of Staff Chief Human General Counsel
Academic Communications Resources Officer
Officer Officer
Chief Strategy Chief Chief Chief Chief of Police
and Innovation Financial Operating Information
Officer Officer Officer Officer

SOURCE: Legislative Budge Board School Performance Review Team, March 2019.

them at the same level organizationally increases administrative
costs and the amount of time required for the superintendent
to manage staff.

Houston ISD should modify the district’s organizational
structure to decrease the superintendent’s supervisory
responsibilities and streamline the number of executive

leadership positions.

The district should revise its organizational structure to
eliminate operational inefficiencies in all areas of the district’s
activities. Figure 1-9 shows the recommended revised

organizational structure.

The district should realign the number of positions
that report directly to the superintendent from 18 to 10
through the following actions:

« reassigning the six area superintendents to report to
the chief academic officer;

+ eliminating the chief development officer position and
developing a director of community relations position.
This position will have the same duties as the previous
chief development officer position, but it will not be
an executive leadership position. The chief of staff
should supervise this position. The title of director is
consistent with the leadership titles of other high level
supervisors throughout the district; and

+ eliminating the chief government relations and
strategy officer position and developing a director
of government relations position. This position
will have the same duties as the previous chief
government relations and strategy officer position,

but it will not be an executive leadership position.
The chief of staff should supervise this position.
The title of director is consistent with the
leadership titles of other high level supervisors

throughout the district.

In addition to streamlining the number of positions that
report directly to the superintendent and reducing
administrative costs, eliminating the positions of chief
development officer and chief government relations and
strategy officer aligns the district’s organizational structure
with those of other large districts in the U.S., including New
York, Los Angeles, Chicago, and Clark County, Nevada. In
Texas, the same structure is used by Dallas ISD, Cypress-
Fairbanks ISD, and Austin ISD.

The roles and duties of the Houston ISD chief of staff
position are not consistent with those typical of an executive
leadership position. This position’s duties are significantly
less than those of most of the chiefs of staffs in the districts
shown in Figures 1-7 and 1-8. To streamline the district’s
reporting structure and increase equity of responsibilities
among the chief positions, the chief of staff should supervise
the recommended positions of director of community

relations and director of government relations.

The departments and staff that currently report to the chief
development officer and the chief government relations and
strategy officer should remain the same. However, the chief
of staff and the respective new director positions should
evaluate the other leadership positions in the departments
that report to them and recommend additional organizational
adjustments, which could include changes or shifts to the
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number, titles, roles, and salaries of those positions that
report to the recommended new director positions.

Having the area superintendents report to the chief academic
officer aligns the district’s instructional functions with the
curriculum and assessment functions. This structure provides
a better infrastructure for the district to continue to focus on

student outcomes.

The fiscal impact of this recommendation results in annual
savings of $215,118 through the following calculations:

+ eliminating the chief development officer position
saves the district $233,233 annually in salary
($194,361) and benefits ($38,872);

« eliminating the chief government relations and strategy
officer position saves the district $233,233 annually in
salary ($194,361) and benefits ($38,872); and

+ adding two director positions, including a director
of community relations and director of government
relations, costs the district $251,348 annually. The
average annual salary of a Houston ISD director is
$104,728. Accounting for the cost of annual benefits,
the total cost of each director position is $125,674
(salary of $104,728 and benefits of $20,946). Two
director positions would cost $251,348 ($125,674 x 2).

Figure 1-10 shows the total annual savings of implementing
the recommended reorganization of the district.

CAMPUS LEVEL PLANNING (REC. 2)

Houston ISD’s campus-level planning process is ineffective,
and implementation varies among campuses.

The Texas Education Code, Section 11.251, states that “the
board of trustees of each independent school district shall
ensure that a district improvement plan and improvement
plans for each campus are developed, reviewed, and revised
annually for the purpose of improving the performance of
all students.” Houston ISD Board Policy BQ (LEGAL)
states that “each school year, the principal of each school
campus, with the assistance of the campus-level committee,
shall develop, review, and revise the campus improvement
plan for the purpose of improving student performance for
all student populations, including students in special
education.” Thus, each campus is statutorily required to
produce an annual improvement plan that guides the
problem-solving and planning processes throughout the

FIGURE 1-10
ESTIMATED ANNUAL SAVINGS OF HOUSTON ISD’S
REORGANIZATION

MARCH 2019

ACTION ANNUAL SAVINGS/(COST)
Eliminating the chief development $233,233
officer position

Developing a director of ($125,674)
community relations position

Eliminating the chief government $233,233
relations and strategy officer

position

Developing a director of ($125,674)

government relations position
Total $215,118

SOURCE: Legislative Budget Board School Performance Review
Team, March 2019.

year and helps to identify and organize strategies and

resources to increase student achievement.

Houston ISD campus improvement plans are called school
improvement plans (SIP). The principal of each campus
works with the campus’ Shared Decision-Making Committee
(SDMC) to annually develop its SIR. SDMC consists of
certain campus instructional and non-instructional staff,
parents, and community and business representatives. Its
purpose is to assist the campus principal with implementing
planning processes and site-based decision making. After the
SIP is developed, the principal submits it for review to the
school support officer (SSO) or the lead principal who
oversees the campus. Following this review and board
approval, the SIP is posted on the district’s website.

According to Board Policy BQ (LEGAL), an SIP must
address the following tasks:

o assess the academic achievement for each
student at the campus using the state’s student

achievement indicators;

+ set the campus performance objectives based on
the achievement indicators, including objectives for
special needs populations, such as students in special
education programs, pursuant to the Texas Education

Code, Chapter 29, Subchapter A;

« identify how the campus goals will be met for
each student;

 determine the resources needed to implement
the plan;
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FIGURE 1-11
EXAMPLE OF A HOUSTON ISD SCHOOL IMPROVEMENT PLAN
SCHOOL YEAR 2018-19

SoOuURCE: Houston ISD, school year 2018-19.

+ identify staff needed to implement the plan;
« set timelines to reach the goals;

+ measure progress toward the performance objectives
periodically to ensure that the plan is resulting in

academic improvement;

+ provide for a program to encourage parental
involvement at the campus;

« include goals and methods for violence prevention
and intervention on campus; and

+ set goals and objectives for the coordinated health
program at elementary school, middle school, or
junior high school campuses.

Figure 1-11 shows an example of a goal presented in
an SIP.

Although each campus produces its SIP annually, the process
to develop, review, and use SIPs is not consistent among
campuses at Houston ISD. During onsite interviews,
principals reported varying descriptions of the SIP
development process. For example, several principals said
they developed SIPs by copying and pasting the same goals
from the previous years SIP. Other principals report
including the SDMC in the development process. Others
develop the SIPs on their own and present them for approval
to the SDMC. A few principals said they develop SIPs by
conducting a summative evaluation of whether the previous
year’s goals were met. However, most reported developing
their SIPs without considering whether their campuses had
accomplished previous goals and objectives.

Additionally, most principals reported receiving little or
no feedback from SSOs or lead principals on their SIPs.

The district does not have a consistent process by which
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the SSO or lead principal can hold principals accountable
for meeting SIP goals. No principal interviewed said that
the achievement of or failure to meet SIP goals factored
into their evaluations or substantive discussions with
SSOs. Many principals interviewed could not recall whether
their campuses met the previous year’s SIP goals and were
not aware of progress made toward accomplishing the
current year’s goals. Most agreed that the district does not
place much importance on SIPs, and several said that the
SIPs were completed each year merely to meet state and
federal requirements.

Houston ISD should systematize the district process for

reviewing, and implementing School

developing,
Improvement Plans.

The Leadership and Teacher Development Department
should develop comprehensive principal training for
SIP  development. This training should define SIP

elements, include instruction for conducting a
comprehensive needs assessment, and using the resulting
data to develop base goals, objectives, and strategies.
Houston ISD should seek assistance from Regional
Education Service Center 1V, which provides training for

developing SIPs.

The chief academic officer and the area superintendents
also should establish and implement a process to train
SSOs and lead principals to review and monitor SIPS
effectively. This process should include holding the
campuses accountable for meeting SIP goals.

The district could implement this recommendation with
existing resources.

BOARD DISTRUST (REC. 3)

Houston ISD’s board conduct fosters an atmosphere of
distrust and animosity, resulting in a lack of confidence in
leadership among district staff and the community.

The National School Board Association (NSBA) states that
effective school boards “lead as a united team with the
superintendent, each from their respective roles, with strong
collaboration and mutual trust.” Similarly, TEA’s publication
Framework for School Board Development states that “to
effectively meet the challenges of public education, school
boards must function together as a leadership team.”
However, the Houston ISD board often does not function
effectively as a group with common goals and objectives, but
rather as individuals with their own personal agendas. The
feelings of enmity and distrust among board members has

diminished the board’s ability to deliberate the critical
academic, operational, and administrative issues affecting the
district openly and effectively.

Board members stated that divisions within the board have
engendered feelings of suspicion and hostility. The following
examples show the Houston ISD board’s lack of unity:

+ two Houston ISD board members traveled together
to Austin to discuss issues facing the district with
state legislators. They did so without the knowledge
of other board members and without informing
Houston ISD’s Government Relations Department,
even though onsite interviews stated that board
members are aware of the department’s role in serving
as the district’s point of contact for elected officials
and policy makers;

 during the October 2018 board meeting, the
board passed a motion to remove the current
interim superintendent, Dr. Lathan, and replace
her with a previous superintendent, Dr. Abelardo
Saavedra. The motion came during a vote to extend
the interim superintendents contract and passed
with the support of five board members. The
remaining four board members were not aware the
motion was going to be brought, and no discussion
occurred before the vote. Several days later, board
members announced they were rescinding the
appointment of Dr. Saavedra and reinstating Dr.
Lathan. However, this episode launched an ongoing
investigation by TEA into possible violations of the
Open Meetings Act by the five board members who
supported the motion;

+ the divisions within the board have precluded
Houston ISD from conducting an effective
superintendent search process. Best practices

promoted by TASB

superintendent search takes no more than four

recommend that a

months. However, at the time of the onsite review,
Dr. Lathan had been the interim superintendent
for 10 months, and the district had not set an
end date for the superintendent search. Some
board members support Dr. Lathan becoming the
permanent superintendent, and others do not. The
superintendent search has been affected as factions
within the board work against each other to delay
and circumvent the process. On March 25, 2019,
the TEA conservator called a halt to the search until
TEA completes its investigations of the district; and
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+ in August 2018, having already approved the
school year budget in June, the board approved
an amendment by a five-to-four vote to provide a
salary raise for teachers. During onsite interviews,
several board members and Houston ISD staff
indicated that this action was a violation of board
policy intended to satisfy teacher organizations at
the expense of increasing a budget that was already
in a deficit. However, board members in favor
of the raise responded that miscommunications
occurred concerning whether the approved budget
had included raises for teachers. They stated that the
district exacerbated this miscommunication by not
producing a salary schedule for teachers until weeks
after the budget was approved. All of this discussion
occurred in public as members commented about
each other during press conferences and through
local media. This public behavior has increased the
frustration among members on both sides of this
issue, with each contending that the other was not
operating in good faith.

Some of the feedback provided by board members to the
review team and to media during the past year also indicates a
lack of communication and trust among board members.
During onsite interviews, board members reported verbal
attacks and physical threats made against them by other board
members. During onsite interviews, board members also
decried the lack of decorum and professionalism in the way
members communicated with each other and in their behavior
during regular board meetings and closed sessions. Some
board members said they perceive a lack of respect from many
of their colleagues, and all board members acknowledged a
general lack of trust that pervades all board activities.

Another example of the lack of collaboration among board
members is the absence of team-building training. Board
Policy BBD (LEGAL) states “the entire board, including all
board members, shall annually participate with their
superintendent in a team-building session.” However,
according to board training records, the board did not
participate in the required team-building training during
calendar year 2018. Additionally, newly elected members
are required to attend orientation training. Houston ISD’s
orientation of new board members meets state requirements,
but established board members do not participate in the
training and it contains no team-building elements. Thus,
new members do not have the opportunity to meet, interact
with, or ask questions of established board members. This

type of orientation structure may convey to new members
that the board is a collection of individuals and not a

cohesive group.

During onsite interviews, board members and staff said that it
is difficult to get agreement among all board members to
engage in team-building trainings, and that some board
members are opposed to engaging in these training. Board
members said that team-building trainings were held in
January and February 2019, but not all board members
attended every meeting.

Board Policy BBF (LOCAL) contains the code of ethics for
board members, which includes 18 standards that board
members agree to uphold during their tenures. These
standards include broad values such as being fair and just,
keeping information confidential, being diligently prepared,
focusing on responsibilities, being honest, and swearing to
not use one’s position for personal gain. However, the policy
does not include procedures to administer the ethics policy
or guidelines outlining sanctions for board members who
violate these standards.

Some Houston ISD staff and community representatives
reported that the board’s infighting and lack of cohesion has
generated feelings of instability and unease throughout the
district. From July 2018 to November 2018, the review team
surveyed community representatives about their opinions of
Houston ISD. The aspect of the district that received the
most negative feedback was the school board. The primary
complaint was the board’s lack of professionalism. A similar
survey of district staff indicated that morale was low
throughout the organization. This feedback was confirmed
during onsite interviews in which staff consistently stated
that low morale among district staff was due in part to the
lack of confidence in the board’s leadership. Some staff stated
their beliefs that the board’s unprofessional behavior was
contributing to staff leaving the district, and others said that
frustration with the board was eroding community support
in the form of decreased donations and volunteer enrollment.

Student enrollment for school year 2018-19 decreased from
the previous school year by more than 4,400 students, or 2.0
percent. This amount was the largest decrease in student
enrollment in the past 12 years, a fact that some staff and
community members attributed to parent frustration with
the board’s perceived lack of professionalism.

The Southern Association of Colleges and Schools Council
on Accreditation and School Improvement encourages

school districts to use the services of a professional mediator
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as a best practice to address internal conflicts, distrust,
and poor communication among school board members.
The goal of mediation is for a neutral third party to
help board members reach a consensus and settle
disputes on their own. Rather than imposing a solution, a
mediator works with the conflicting sides to explore the
interests underlying their positions. Mediation can be
effective at enabling parties to express their feelings and
explore their grievances. Working with parties together,
and sometimes separately, mediators try to help them
achieve a resolution that is sustainable, voluntary,
and nonbinding.

Houston ISD should hire a professional mediator to
conduct team-building sessions to resolve issues affecting
trust among board members, and develop a formal self-
policing structure to address potential violations of board

ethics policies.

The board president should work with the board secretary
and the superintendent to identify a professional mediator
skilled in working with public school boards. The board
should approve the professional mediator and authorize the
board president to contract with the mediator to conduct

team-building sessions.

After the board hires a professional mediator, the
board should schedule a minimum of two 8.0-hour team-
building sessions, followed by two 4.0-hour follow-up
sessions. The mediator should work with the board to
identify the root causes of the communication and
trust issues that limit board effectiveness. The mediator
should help board members understand each other’s
personal and philosophical differences and work to achieve
common ground on divisive issues. As a result, board
members should begin to restore mutual trust, respect, and

open communication.

The board also should incorporate a self-policing structure
into board policy. The policy should include an outline of
specific prohibited actions and clearly defined sanctions for
members who violate the policy. For example, the board
could establish a discipline process by which a two-thirds
vote of members could discipline a member for conduct
deemed detrimental to the board. The penalties could
include public reprimand, formal censure, and removal

from committee assignments.

The Board Services Department should work with the
board president to ensure that board members attend the
required team-building training annually. Board Policy

BBD (LOCAL) requires the board president to announce
the status of each board member’s continuing education
credit annually at the last regular board meeting before the
district’s uniform election date. As a measure of
accountability, the board should amend this policy to
include whether the board collectively engaged in team-
building training during the previous year. The Board
Services Department also should modify new board
member orientation to include a team-building element
that involves all board members.

The fiscal impact assumes the expense of a Houston-area
professional mediator at $500 per hour. The fiscal impact
assumes a onetime cost of $12,000 for the team-building
sessions, including two 8.0-hour sessions totaling $8,000
($500 x 16 hours) and two 4.0-hour follow-up sessions
totaling $4,000 ($500 x 8).

BOARD MEETINGS (REC. 4)

Houston ISD’s board does not successfully organize or
conduct board meetings in a professional manner.

A typical school board meeting includes several business
items, such as approving the school calendar, adopting
curriculum, overseeing construction, monitoring the
district budget, and approving vendor contracts. An
effective school board links the discussion of district
business with its overall goal of improving student
academic achievement. Additionally, board meetings
provide the public, including campus staff, with an
opportunity to provide input into the district’s decision-
making process. The community’s opinion of the district
often is shaped by how successfully the board manages
meetings. As stated in NSBAs publication, Zelling Your
Story, “no amount of positive school press or superintendent
charisma can overcome bad behavior broadcast live during
school board meetings.”

Houston ISD board meetings are not managed effectively
or ecfficiently. Board meetings often do not support
established board beliefs nor move the district forward in
achieving district goals. The following elements cause
Houston ISD board meetings to be unsuccessful:

« the agenda process is not consistent;

+ the focus of board meetings often is not on

improving student outcomes; and

+ board meetings do not follow parliamentary
procedures consistently.
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AGENDA PROCESS

Houston ISD’s process to develop and disseminate an agenda
for each board meeting is described in Board Policy BE
(LOCAL) and Board Policy BE1I-BE3 (REGULATION). It
begins when the superintendent prepares the agenda for all
board meetings in consultation with the board president.
The preliminary agenda is composed of documents and
issues submitted by board members, staff who directly report
to the superintendent, departments, and campus offices. The
Board Services Department publishes the preliminary agenda
internally for initial review by the superintendent.

‘The Board Services Department coordinates the preparation
of the agenda and distributes the preliminary agenda via
email, usually one week after the most recent board meeting.
According to Board Policy BE2 (REGULATION), board
members must submit items for inclusion on the preliminary
agenda before noon on the day the preliminary agenda is
published. After the preliminary agenda is published, staff
that directly report to the superintendent may recommend
changes to an existing item, suggest a new item, or
recommend withdrawal of an item. Houston ISD sets a date
by which all agenda preparation must be complete. Although
processes exist to add an item later, the administration
strongly encourages staff to consider presenting such items at
a subsequent board meeting. The Board Services Department
will not add an item to the agenda without written approval
from the superintendent or designee. Following the
superintendent’s approval, the Board Services Department
sends the updated agenda to board members and staff nine
days before the next board meeting.

One week before the regular monthly board meeting, the
board holds an agenda review meeting with all board members,
the superintendent, and key district staff. The meeting provides
an opportunity to discuss items that will be voted upon during
the regular monthly meetings. After the meeting is complete,
the Board Services Department finalizes the agenda for the
monthly board meeting and publishes it on the district website.

However, this process, as outlined in board policy, is not always
understood nor adhered to by board members and staff.
During onsite interviews, several board members expressed
uncertainty as to how items were placed on the agenda. District
staff and board members familiar with the agenda process said
that it was not followed consistently. Board members and staff
reported that items have been added after the agenda was
finalized, and items have been brought up during the monthly
meetings that had not been discussed or approved during
agenda preparation or the agenda review meeting,.

Additionally, some board members said they believe that the
agenda process is not transparent and that some board
members manipulate the process. Houston ISD’s Board Policy
BE (LOCAL) states that an item shall be placed on the agenda
if it is supported by at least three board members. During
onsite interviews, some board members and staff said that this
provision has contributed to division and infighting among
board members. Many said that small groups of board
members often meet to discuss agenda items without involving
the board president or the full board. Some board members
perceive this practice as disrespectful to the superintendent
and the board president. They say it inhibits the board from
functioning as an effective governing body and encourages
secrecy and distrust among members.

When board members discuss agenda items in smaller groups,
the district is at risk of violating the Open Meetings Act. The
Texas Government Code, Section 551.101, requires meetings
of governmental bodies, including school boards, to be open
to the public, except for expressly authorized closed sessions,
and to be preceded by public notice of the time, place, and
subject matter of the meeting. A meeting of a governmental
body occurs anytime a quorum of its members is present to
discuss public business. Thus, a gathering of five or more
Houston ISD board members to discuss district business
qualifies as a board meeting subject to all statutory
requirements, including public notice requirements. During
onsite interviews, board members charged that other members
violated the Open Meetings Act during the agenda review
process, and TEA’s investigation into this matter was ongoing
at the time of the onsite review. Violations of the Open
Meetings Act can result in civil penalties.

BOARD MEETING FOCUS
NSBAs publication 7he Key Work of School Boards states that

“board members’ primary agenda is raising student
achievement and engaging the community to obtain that
goal.” Similarly, Houston ISD’s mission statement reads “the
Board’s mission is to equitably educate the whole child so
that every student graduates with the tools to reach their full
potential.” However, Houston ISD board meetings are not
focused on improving or monitoring student achievement.

Beginning in July 2017, TEA assigned a conservator to
observe and report on Houston ISD’s board activity due to
concerns about the effectiveness of board governance and the
board’s ability to affect academics positively. The conservator
worked with the board to implement the Lone Star
Governance (LSG) framework, which is a continuous
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improvement model intended to guide school boards toward
improving student outcomes. The State Board of Education
has approved the framework, developed by TEA, to provide
the critical areas of development for all public school boards.
Figure 1-12 shows a description of the LSG framework.

All Houston ISD board members attended a two-day LSG
workshop offered by TEA in 2018. Following the workshop,
the board began using a continuous improvement timeline
that requires the board to perform monthly self-evaluations
to assess if it effectively is shifting the focus of board meetings

toward improving student outcomes.

In June 2018, the conservator began monitoring Houston
ISD board meetings to track the extent to which issues
discussed during meetings fit into the LSG framework. From
June 2018 to December 2018, the Houston ISD board
devoted approximately 90.0 percent of its time to discussing
items and issues that were not part of the LSG framework
and that TEA does not consider relevant to enhancing
student outcomes. This misuse of time is a particular concern
for Houston ISD considering that TEA academically rated

some of its campuses as Improvement Required.

Figure 1-13 shows the results of TEAs monitoring of
Houston ISD board meetings from June 2018 to
December 2018.

Review team observations of Houston ISD board meetings
during this time period show that the board spends a
considerable amount of time engaged in staff issues,
making repeated requests of Houston ISD staff for
additional information, arguing with each other, and
arguing with community members. This resulted in long
meetings in which the board did not adequately address
important district business. This inadequacy contributes to
the public distrust of the board and the perception that it
spends too much time on topics that do not benefit students
or the district.

ADHERENCE TO PARLIAMENTARY PROCEDURES

Parliamentary procedures are the code of rules, ethics, and
customs governing meetings and other operations of
deliberative assemblies. Self-governing organizations, such as
school boards, follow parliamentary procedures to debate
and reach group decisions with the least possible disunity.
The most widely used manual of parliamentary procedures in
the U.S. is Robert’s Rules of Order. This manual, revised in
2011, adapts the rules and practice of the U.S. Congress to

the needs of nonlegislative organizations. Examples of
Robert’s Rules of Order include:

+ no meeting should be called to order until a quorum
of members is established;

« the chair of the organization calls the meeting to order;

+ members must be recognized by the presiding officer
before speaking;

+ a motion to take action must precede any discussion

of an issue;
» motions must be seconded; and
» formal votes are taken by voice or ballot.

An organization that observes Roberts Rules of Order
typically follows an established sequence for conducting
business in an orderly manner during a meeting, including
the following steps:

+ reading and approval of previous board minutes;

+ reports of officers, boards, and standing committees;
» reports of special committees;

 unfinished business; and

« new business.

Robert’s Rules of Order is the standard template from which
most school boards structure their meetings. Houston ISD
Board Policy BE (LOCAL) states “the board shall observe the
parliamentary procedures as found in Roberts Rules of Order,
Newly Revised, except as otherwise provided in board
procedural rules or by law.” During onsite interviews,
Houston ISD board members acknowledged that the board
attempts to follow Robert’s Rules of Order, and that members
received copies of the rules from the board president.
Members are encouraged to seek out and attend training on
these rules, but it is not required in board policy.

However, Houston ISD board meetings consistently do not
follow Robert’s Rules of Order, particularly regarding debate
decorum. Figure 1-14 shows examples of Robert’s Rules of
Order for debate decorum and whether Houston ISD board

meetings follow them regularly.

The Houston ISD board’s lack of adherence to parliamentary
procedures also extends to interactions between the board
and community representatives. Board Policy BEl
(REGULATION) requires that each regular board meeting
include an open forum for the public to express compliments
and concerns. Board Policy BE (LOCAL) adds that meeting
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FIGURE 1-12

LONE STAR GOVERNANCE FRAMEWORK
CALENDAR YEAR 2019

SECTION DESCRIPTION ELEMENTS
Vision The board ensures  The board carries out the following actions:
creation of a shared L . . )
vision that promotes ~ * keeps the district focus on the educational welfare of all children;
enhanced student + adopts a shared vision based on community beliefs to guide local education;
achievement. » ensures that the vision supports the state’s mission, objectives, and goals for education
established by law or rule;
» ensures that the district vision expresses the present and future needs of the children and
community;
 uses the vision to assess the importance of individual issues that come before the board
and demonstrates its commitment to the vision by using the vision to guide all board
deliberations, decisions, and actions; and
* Individual board members should not have individual agendas separate and apart from the
shared vision.
Structure The board provides  The board carries out the following actions:

Accountability

guidance and
direction for
accomplishing the
vision.

The board
measures and
communicates how
well the vision is
being accomplished.

recognizes the respective roles of the legislature, State Board of Education, the Texas
Education Agency, and local boards of trustees in the governance of the public schools;

fulfills the statutory duties of the local board of trustees and upholds all laws, rules, ethical
procedures, and court orders pertaining to schools and school employees;

focuses its actions on policy-making, planning, and evaluation, and restricts its involvement
in management to the responsibility of oversight;

adopts a planning and decision-making process consistent with state law and rule that uses
participation, information, research, and evaluation to help achieve the district’s vision;

ensures that the district planning and decision-making process enables all segments of
the community, parents, and professional staff to meaningfully contribute to achieving the
district’s vision;

develops and adopts policies that provide guidance for accomplishing the district’s vision,
mission, and goals;

adopts a budget that incorporates sound business and fiscal practices and provides
resources to achieve the district’s vision, mission, and goals;

adopts goals, approves student performance objectives, and establishes policies that
provide a well-balanced curriculum resulting in improved student learning;

approves goals, policies, and programs that ensure a safe and disciplined environment
conducive to learning;

oversees the management of the district by employing a superintendent and evaluating the
superintendent’s performance in providing education leadership, managing daily operations,
and performing all duties assigned by law or rule and in support of the district’s vision; and
adopts policies and standards for hiring, assigning, appraising, terminating, and
compensating school district personnel in compliance with state laws and rules.

The board carries out the following actions:

» ensures progress toward achievement of district goals through a systematic, timely, and

comprehensive review of reports prepared by or at the direction of the superintendent;

monitors the effectiveness and efficiency of instructional programs by reviewing reports
prepared by or at the direction of the superintendent and directs the superintendent to make
modifications that promote maximum achievement for all students;

ensures that appropriate assessments are used to measure achievement of all students;

reports district progress to parents and community in compliance with state laws and
regulations;

reviews district policies for effective support of the district’s vision, mission, and goals;
reviews the efficiency and effectiveness of district operations and use of resources in
supporting the district’s vision, mission, and goals;

evaluates the superintendent’s performance annually in compliance with state laws and
regulations; and

annually evaluates its own performance in fulfilling the board’s duties and responsibilities,
and the board’s ability to work with the superintendent as a team.
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FIGURE 1-12 (CONTINUED)
LONE STAR GOVERNANCE FRAMEWORK
CALENDAR YEAR 2019

SECTION DESCRIPTION ELEMENTS
Advocacy The board promotes  The board carries out the following actions:
the vision.

+ demonstrates its commitment to the shared vision, mission, and goals by clearly
communicating them to the superintendent, the staff and community;

+ ensures an effective two-way communication system between the district and its students,
parents, employees, media, and the community;

* builds partnerships with community, business, and governmental leaders to influence and
expand educational opportunities and meet the needs of students;

+ supports children by establishing partnerships between the district, parents, business leaders,
and other community members as an integral part of the district’s educational program;

+ leads in recognizing the achievements of students, staff, and others in education;

« promotes school board service as a meaningful way to make long-term contributions to the
local community and society; and

+ provides input and feedback to the legislature, State Board of Education, and the Texas
Education Agency about proposed changes to ensure maximum effectiveness and benefit to
the schoolchildren in their district.

Unity The board The board carries out the following actions:

works with the ) ) .
superintendent to » ensures that its members understand and respect the need to function as a team in

lead the district governing and overseeing the management of the district;
toward the vision. » develops skills in teamwork, problem solving, and decision-making;

+ establishes and follows local policies, procedures, and ethical standards governing the
conduct and operations of the board;

» understands and adheres to laws and local policies about the board’s responsibility to set
policy and the superintendent’s responsibility to manage the school district and to direct
employees in district and campus matters;

» recognizes the leadership role of the board president and adheres to law and local policies
about the duties and responsibilities of the board president and other officers;

» adopts and adheres to established policies and procedures for receiving and addressing
ideas and concerns from students, parents, employees, and the community;

» makes decisions as a whole only at properly called meetings and recognizes that individual
members have no authority to take individual action in policy or district and campus
administrative matters; and

» supports decisions of the majority after honoring the right of individual members to express
opposing viewpoints and vote their convictions.

SouRceE: Texas Education Agency, Framework for School Board Development, 2019.

FIGURE 1-13
TEXAS EDUCATION AGENCY TIME-TRACKING TOOL RESULTS OF HOUSTON ISD BOARD MEETINGS
JUNE 2018 TO DECEMBER 2018

PERCENTAGE OF

FRAMEWORK ACTIVITY MINUTES MINUTES USED (1)
Vision Student outcome goal setting and monitoring; constraints setting and 183.0 3.6%
monitoring

Structure Debating and voting on any item up for board consideration 175.0 3.5%
Accountability Superintendent evaluation and board self-evaluation 0.0 0.0%
Advocacy Community engagement; student and family engagement; community training 0.0 0.0%
Unity Board training 159.0 3.1%
Other Any time spent on an activity that is not in the framework categories 4,522.0 90.1%
Student Outcome 517.0 10.2%
Goal-focused Minutes

Total 5,039.0 100.0%

NoTE: (1) Totals may not sum due to rounding.
SouRCE: Texas Education Agency, June 2018 to December 2018.
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FIGURE 1-14

ROBERT’S RULES OF ORDER FOR DEBATE DECORUM COMPARED TO HOUSTON ISD BOARD MEETINGS

JANUARY 2018 TO DECEMBER 2018

DOES HOUSTON ISD
FOLLOW THIS RULE

DURING BOARD

RULES MEETINGS ASSESSMENT

When a question is pending, a member can No Houston ISD board members engage in personal attacks
condemn the nature or likely consequences against other members and Houston ISD staff.

of the proposed measure in strong terms, but

he must avoid personalities and under no

circumstances can he attack or question the

motives of another member.

Members of an assembly cannot address one No Members sometimes address each other directly.

another directly, but must address all remarks

through the chair.

During debate, no member should be No During onsite interviews, board members and staff reported
permitted to disturb the assembly by that board members text, whisper, walk around the dais,
whispering, walking across the floor, or in any abruptly leave, and communicate with other board members
other way. when not recognized by the chair during board meetings.
No member shall speak more than twice No Members often speak more than twice on a particular subject
during the same day to the same question and regularly exceed 10 minutes in doing so.

(only once on an appeal), nor longer than 10

minutes at one time.

Until a matter has been brought before the No Members discuss topics and issues that are not brought up

assembly in the form of a motion proposing a
specific action, it cannot be debated.

officially in the form of a motion.

SOURCES: Legislative Budget Board School Performance Review Team, March 2019; Robert’s Rules of Order, Newly Revised, 2011.

attendees must conduct themselves appropriately and must
not disrupt or interfere with the proceedings. The policy
defines the following prohibited behaviors:

+ possessing a weapon at the meeting;

+ waving or displaying signs, placards, posters, or
banners in such a manner as to pose a potential safety
hazard or disrupt the proceedings;

« applauding, booing, cheering, or making other
audible expressions of approval or disapproval in
a loud or raucous manner calculated to disrupt the
meeting; or

« using profane or vulgar language or gestures during
presentation to, or interaction with, the board.

Nevertheless, some community members consistently
disrupt board meetings in violation of board policy. The
behaviors observed include visitors speaking to the board
outside of the allotted time for community feedback,
including instances of yelling and swearing at board members
during discussions of agenda items. These interruptions

often slow down board meetings, which contributes to their

length and to the board members’ inability to finish the
business before them. Community members” behavior also
contributes to the chaotic and tense atmosphere that prevails
at many board meetings, during and after which police have
arrested certain community members during the past two
school years. During onsite interviews, board members have
reported feeling unsafe at meetings, and some have reported
receiving threats. Board members often request Houston
ISD police escorts after meetings.

Additionally, some board members and Houston ISD staff
said that board leadership and district administrators do not
constrain  disruptive community member behavior
sufficiently during meetings. Board Policy BED (LOCAL)
limits each community members speaking on agenda items
to 2.0 minutes, but citizens consistently speak past the
allotted time. Board Policy BE (LOCAL) states that any
violation of the standards of behavior results in a warning,.
Repeat violations result in removal of the individual
responsible and possible criminal penalties. Observations of
Houston ISD board meetings show few occasions in which
board members attempted to halt the disruptive behavior of
community members. On some occasions, board members
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have discouraged Houston ISD police officers’ efforts to
control disruptive citizens.

Effective school boards set the vision and goals for the school
district and hold the district accountable for student
academic results. This task requires the board to engage in
policy-making, problem solving, planning, and evaluation
during board meetings. When board meetings are managed
and organized poorly, the board cannot perform the duties of
governing the district effectively.

Board meetings also are the primary means of community
interaction with board members and district staff. Public
perception of the district is shaped by how efficiently and
effectively the board manages and organizes its meetings.
Board meetings that devolve into arguments and shouting
matches involving members and the community reflect
poorly on the district, eroding public confidence in the
board’s leadership and direction.

Houston ISD should enforce board policies during board
meetings, follow the Lone Star Governance Framework, and
provide training for board members regarding acceptable
parliamentary procedures.

The board should include a refresher lesson on the meeting
process, as defined in board policy, at the next board workshop
to ensure that all members are familiar with its various
elements. This training should include a thorough explanation
of the agenda process and what is expected of board members
and community members during meetings. The board also
should provide a thorough explanation of the meeting process
during orientation training to ensure that newly elected board
members understand how meetings are organized and
conducted. Houston ISD’s board policies discussing board
meetings are clear and concise. The board should work together

to ensure they consistently follow and enforce these policies.

The board also should attend a team training on Robert’s
Rules of Order, followed by quarterly self-evaluations for the
first year after attending the training to assess how well the
board members implement the rules. The board also should
attend annual training on the Open Meetings Act, and an
overview of the law should be included as part of new board
member orientation.

Additionally, the Houston ISD board should follow the
LSG framework presented by the TEA conservator and
incorporate the continuous improvement timeline into
its calendar and planning. The timeline sets quarterly
goals for the board to meet concerning how much time

is focused on matters that fall within the LSG
framework. Including these activities in the board
calendar will help ensure that the board consistently is
working toward conducting meetings that address the
district’s priorities.

Houston ISD also should consider contracting with a
parliamentarian to help the board conduct effective
meetings. A parliamentarian is an expert in rules of order
and proper meeting procedures and can assist in
drafting and interpreting bylaws and rules of order.
The parliamentarian also serves as a resource to the
chair, unobtrusively guiding and supporting during
the meeting. The chair can and should consult with
the parliamentarian to resolve uncertainty. Houston
ISD  should work
experienced in Robert’s Rules of Order and familiar
with the LSG framework.

only with a parliamentarian

The district could implement this recommendation with
existing resources. The fiscal impact assumes that the cost of
board members attending Robert’s Rules of Order training
can be paid for in the existing board training budget. The
fiscal impact does notassume the cost of the parliamentarian’s
contract, which can vary. The district should evaluate
several parliamentarians to determine which best meets the
district’s needs and fits within the board’s budget.

BOARD ROLES AND RESPONSIBILITIES (REC. 5)

Houston ISD board members behavior suggests a lack
of understanding or disregard for their defined roles
and responsibilities.

The school board is the district’s educational policy-making
body. Effective school boards focus on oversight of
management, policy-making, planning, and evaluation,
leaving the implementation of these policies and the
daily administration to the superintendent. Figure 1-15
shows the role of the school board compared to the role of
the superintendent.

The Houston ISD school board does not adhere consistently
to the oversight and policy-making roles shown in Figure
1-15. During onsite interviews, district staff reported that
board members consistently overstep their oversight functions
to have more of a role in the daily administration of the district.
In the review team’s survey of Houston ISD staff, only 17.0
percent of respondents agreed with the statement “school
board members understand their role as policy makers and
stay out of the day-to-day management of the district.”
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FIGURE 1-15

ROLE AND RESPONSIBILITIES OF THE SCHOOL BOARD AND THE SUPERINTENDENT

CALENDAR YEAR 2019

ROLE/RESPONSIBILITY SCHOOL BOARD

SUPERINTENDENT

District policy Develops and adopts

Budget and finance Adopts and monitors

Instruction and curriculum  Adopts goals, approves student performance

Suggests and implements

Prepares, administers, and monitors

Recommends student performance goals and

objectives, and establishes policies that improve objectives and oversees staff efforts to implement

student learning

Staff Adopts policies and standards for hiring,
assigning, appraising, terminating, and

them.

Interviews, recommends, hires, evaluates, promotes,
and trains district staff.

compensating school district staff in compliance

with state laws and rules

Student services

conducive to learning

Approves goals, policies, and programs that
ensure a safe and disciplined environment

Recommends goals and programs to provide students
with a healthy and safe learning environment and
oversees staff efforts to implement them.

SOURCES: Legislative Budget Board School Performance Review Team, March 2019; Texas Education Agency, Framework for School Board

Development, 2019; Texas Association of School Boards, 2019.

Staff said in interviews that board members place large
demands on staff time with requests for information that often
is not relevant to their role as board members. Information
requested includes, for example, various staff salaries, staff
resumes, a list of all staff sorted by length of tenure, a list of all
software programs used within the district, and a list of all high
schools that support and implement voter registration efforts
for students age 18. Staff said they are not always certain how
board members have used the information provided to them.
During onsite interviews, several board members said some of
the requests for information were based on personal agendas
and were not related to developing district policy or informing
planning decisions.

Many requests are time-consuming for staff to fulfill,
requiring days or months to complete. Examples of these
requests include the number of assessments administered in
each classroom at various campuses, the length of time of
each assessment, and the complete list of committees at every

campus in the district.

The number of information requests from board members
became so numerous that the superintendent instructed the
Board Services Department to develop an electronic system
to track all requests. This system details the request made by
board members, to whom the request was referred, and how
many days were required to complete the request. Figure
1-16 shows board member request data from February 2018
to November 2018.

The time required to respond to board member requests
decreases staff’s available time to implement assigned job

FIGURE 1-16

HOUSTON ISD BOARD MEMBER REQUESTS FOR
INFORMATION

FEBRUARY 2018 TO NOVEMBER 2018

AVERAGE DAYS

MONTH REQUESTS TO COMPLETE
February 70 7
March 42 9
April 73 6
May 44 9
June 33 5
July 20 5
August 37 6
September 43 5
October 39 6
November 42 6
Total 443 6

SOURCES: Legislative Budget Board School Performance Review
Team, March 2019; Houston ISD, February 2019.

duties that are intended to help achieve district goals.
Additionally, the number and nature of these requests, which
often concern minor and routine district activities, indicate

that some members do not understand their oversight roles.

During onsite interviews, Houston ISD staff reported that
several board members have tried to influence district hiring
practices to encourage employing and promoting certain staff
based at least partially on their race or ethnicity. Houston ISD
staff also stated that some board members have personal
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agendas that affect the budgetary process. For example,
members reportedly have threatened to not approve the district
budget unless certain programs and initiatives are included,
even if these programs would increase a budget that is already
in a deficit. Additionally, staff stated that some board members
attempt to influence campus administration by advising and
consulting with individual principals. Staff also said that some
principals consult board members directly to address issues
occurring at their campuses or with district administrators.
This practice usurps the leadership and authority of Houston
ISD administrators and establishes an atmosphere of distrust
and uncertainty about decision making at the district and
campus levels. This practice makes it difficult for the
superintendent to effectively implement key districtwide

initiatives essential to improving student achievement.

A lack of understanding of roles and responsibilities among
school board members can result from a lack of training. The
Texas Administrative Code, Title 19, Part 2, Chapter 61,
Subchapter A, Section 61.1, requires all board members to
receive 5.0 hours of continuing education annually. A review
of Houston ISD board member training records show that
all board members receive the continuing education required
by statute. Houston ISD’s local board policy contains no
additional requirements for such training. Figure 1-17
shows board member training records compared to state

requirements for calendar year 2018.

As shown in Figure 1-17, all Houston ISD board members
met the training requirements, and most exceeded them.
However, board member records do not indicate the types of
training received; therefore, the review team could not
determine how much of a board member’s continuing

education related to the roles and responsibilities of the board.

Houston ISD’s board should amend board policy to
require board members to attend trainings regarding their
roles and responsibilities.

The board should develop and implement a local policy to
require each board member to receive 3.0 hours of annual
training regarding roles and responsibilities. This training
would be in addition to the 5.0 hours already required by
administrative rule. The Board Services Department should
monitor the board members continuing education to
identify training related to roles and responsibilities that
individual members have not attended. The board president
should announce and record in the board minutes the status
of each board member’s continuing education status at the
last regular board meeting of the school year. If board

FIGURE 1-17

HOUSTON ISD BOARD MEMBER TRAINING HOURS
COMPARED TO STATE REQUIREMENTS

CALENDAR YEAR 2018

TRAINING DID MEMBER MEET THE
BOARD MEMBER HOURS 5.0-HOUR REQUIREMENT?
Board Member A 24.25 Yes
Board Member B 9.75 Yes
Board Member C 8.25 Yes
Board Member D 49.0 Yes
Board Member E 36.0 Yes
Board Member F 37.25 Yes
Board Member G 22.75 Yes
Board Member H 40.50 Yes
Board Member | 39.75 Yes

SOURCES: Legislative Budget Board School Performance Review
Team, March 2019; Houston ISD, 2019.

members do not attend the required trainings or continue to
overstep their roles post-training, the board should amend
board policy to authorize public censure of board members
for repeated violations.

The district could implement this recommendation with
existing resources through the board’s existing training budget.

BOARD POLICIES (REC. 6)

Houston ISD lacks a process to review and update board
policies regularly.

A key school board responsibility is to review and adopt
policies that guide how the district operates. Each of the
following policy types serves a unique purpose:

+ legal policies represent existing laws and are updated
as laws change; the board reviews, but does not adopt

these policies;

s local policies are directives from the board to the
school district that represent local board positions
and often are unique to the district. Local policy
typically expands on or qualifies directives or options
provided by law. Each district adopts, updates, and

readopts local policies as needed;

+ regulations are intended to implement board policies
that school administrators develop. Regulations
provide detailed guidelines, descriptions, practices,
and procedures for district operation; and
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o exhibits, also known as forms, are supporting
documents for policies and regulations. An exhibit
can be a form to be completed by students, parents,
staff, or the public; or a chart, table, or illustration

that accompanies a policy or regulation.

Board policy and the accompanying regulations and exhibits
assist the district to complete the following tasks:

+ provide direction and save time;

+ comply with and implement laws and regulations;
+ establish and define rights;

« establish stability and continuity;

+ define responsibilities and ensure accountability;

+ inform the community, parents, staff, and students;
+ protect the district in case of a legal challenge; and

+ comply with state accreditation standards.

Houston ISD, in an effort to revise and update board
policy, subscribes to the policy service offered by TASB.
This service provides the district with at least quarterly
updates of recommended legal policy changes based on
changes in laws and regulations. These updates form the
basis of the district’s legal policies. Houston ISD maintains
a board policy manual containing seven major sections.
Figure 1-18 shows the organization of the Houston ISD
Board Policy Manual.

During onsite interviews, district staff and board members
reported that Houston ISD does not review and update
board policy on a regular schedule, but rather on an ad hoc
basis. The board’s Policy Committee does not review policy,
and its purpose is unclear. No process is in place to ensure
that the board develops new policies regularly and writes
local policies to address the legal policies. When TASB
alerts the district to legal policy changes, the district sends
these changes to the departments that are impacted for
review and comment. After the departments have
responded, the district submits the policy to the board
policy committee for review before being placed on the
board agenda. However, during onsite interviews, some
board members reported that they were not aware of this
process; that the board policy committee does not submit
legal policy changes to the entire board regularly for review;
and all board members are not informed consistently of
legal policy changes.

FIGURE 1-18
HOUSTON ISD BOARD POLICY MANUAL ORGANIZATION
MARCH 2019

SECTION AND TITLES

POLICY CODES

A — Basic District Foundations AA—-AID
B — Local Governance BA-BR
C — Business and Support Services CAA-CY
D — Personnel DA-DPB
E — Instruction EB - EMI
F — Students FB -FP

G — Community and Governmental Relations GA - GRC

SouRcEes: Houston ISD Board Policy Manual, March 2019.

The review team examined 808 Houston ISD board policies.
Figure 1-19 shows the topic heading for each policy and the
date that each was adopted.

Figure 1-19 shows the following information:

+ 387 board policies, 47.9 percent, were issued
before 2011;

« the greatest number of policies, 235, relate to Business
and Support Services; of these, 128, or 54.5 percent,
were issued before 2011;

+ 91 local policies, 46.0 percent, were issued before
2011; and

* 254 regulations, 81.4 percent, were issued before 2011.

Legal policies represent existing statute and often provide
basic requirements that a district must follow. The board
develops local policies that expand on corresponding legal
policies to establish specific requirements unique to the
district. Houston ISD’s lack of a policy review process places
the district at risk of maintaining outdated local policies and
regulations that do not comply with state and federal
regulations or increasing inefficiency in district operations. A
review of the district policy manual identified some key
policies that have not been updated recently, including the
following policies:

+ Board Policy BBE (LEGAL), updated in 2017,
addresses authority granted to board members.
However, the corresponding Board Policy BBE
(LOCAL) has not been updated since 2001. Board
Policy BBE (LEGAL) states, “A district shall create

a policy on visits to a district campus or facility by
a member of the board.” BBE (LOCAL) contains
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FIGURE 1-19
HOUSTON ISD BOARD POLICIES BY TITLE, TYPE, AND YEAR ISSUED
MARCH 2019
YEAR ISSUED

POLICIES BEFORE 2011 TO 2014 TO 2017 TO
SECTION  TITLE EXAMINED 2011 2013 2016 2019
A Basic District Foundations 15 2 4 2 7
B Local Governance 98 46 11 7 34
C Business and Support Services 235 128 34 30 43
D Personnel 163 90 22 24 27
E Instruction 109 43 13 18 35
F Students 137 52 21 23 41

Community and Governmental Relations 51 26 6 10 9

Total 808 387 11 114 196

POLICIES BEFORE 2011 7O 2014 7O 2017 TO
TYPE OF POLICY EXAMINED 2011 2013 2016 2019
Local 198 91 33 48 26
Legal 298 42 47 54 155
Regulations 312 254 31 12 15

SOURCES: Legislative Budget Board School Performance Review Team, March 2019; Houston ISD Policy Online, March 2019.

information regarding the authority of the board
but not policy regarding campus visits by board
members. During onsite interviews, several board
members expressed frustration with the district’s lack
of a consistent process or policy regarding acceptable

visits by board members to campuses;

Board Policy BQB (LEGAL), updated in 2017,
establishes campus-level planning and decision-
making committees and defines their roles and
responsibilities. These committees serve an important
role in advising and supporting the improvement
of student performance at each campus. The
corresponding Board Policy BQB (LOCAL) has not
been updated since 2001;

Board Policy GKC (LEGAL), updated in 2017,
details the statutory requirements for district visitor
policies. The corresponding GKC (LOCAL) was last
updated in 2007 and provides no details regarding
Houston ISD’s campus visitor policy. The policy states
that visitors must report to the campus administrative
office upon entering the campus. Observations of
campus visitor management procedures did not
indicate any safety violations and demonstrated that
campuses were following similar requirements for

visitors. However, the lack of any guidance regarding

visitor requirements in local policy requires each
campus to formulate its own plan. These individual
plans can lead to controversy, such as when one
Houston ISD principal instituted a campus dress
code for parents that reportedly displeased many
people in the community; and

Board Policy CDA (LEGAL), last updated in 2018,
outlines the statutory requirements a district must
follow when establishing an investment policy for
district funds. The corresponding Board Policy CDA
(LOCAL) has not been updated since 2000 and does
not provide a description of the district’s investment
policy. It states, “The investment policy adopted by
the board in compliance with Government Code
2256.005(a) shall be available at the Office of Finance
and Business Services.” Houston ISD no longer has an
Office of Finance and Business Services. Additionally,
for the purposes of this review, Austin ISD, Dallas
ISD, and Cypress—Fairbanks ISD have been selected
as peer districts. Peer districts are districts similar to
Houston ISD that are used for comparison purposes.
All three peer districts have updated their Board
Policy CDA (LOCAL) within the last two calendar
years, and all three specifically outline their district
investment policies within the board policy.
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FIGURE 1-20
HOUSTON ISD POLICY REVIEW SCHEDULE EXAMPLE
SCHOOL YEARS 2019-20 TO 2023-24

SECTION TITLE POLICIES TO BE EXAMINED YEAR 1 YEAR 2 YEAR 3 YEAR 4
A Basic District Foundations 15 15

B Local Governance 98 98

C Business and Support Services 235 78 79 78

D Personnel 163 163
E Instruction 109 109

F Students 137 137

G Community and Governmental Relations 51 51

Total 808 202 228 215 163

SOURCES: Legislative Budget Board School Performance Review Team, March 2019; Houston ISD, March 2019.

Policy-making is an essential process for school board
members to make sound decisions regarding complex issues.
Effective districts develop policy to improve student
outcomes and learning. Even though Houston ISD uses the
TASB Policy Service to review and update legal policy,
outdated local policies and regulations still exist. Weak,
outdated, or poor policies can cause confusion in district
operations and increase the district’s risk of not complying
with state and federal laws and regulations.

TASB recommends that school boards participate in a
thorough policy review and audit every five years to seven
years, following a change in superintendent, or following
significant turnover in board membership. TASB offers
districts a policy review session (PRS) through which a
consultant works with the board and the superintendent to
evaluate and revise district policies. This process provides
policy recommendations for the board to consider and
approve, which results in a newly updated policy manual.
During onsite interviews, district staff and board members
could not say whether or when the district last participated
in a PRS.

Houston ISD should develop and implement procedures
that establish a timeline and framework to review and update
all board policies systematically.

The district should schedule a PRS with TASB. This process
will require the superintendent and board to complete the
following actions:

+ examine and update district policies;
« receive training on best policy-making practices; and

+ gain a deeper understanding of the district.

After the board reviews and approves policy recommendations
from the PRS, TASB will develop a revised policy manual. To
maintain this level of review, the district should budget for a
PRS every five years and an internal review process between
the PRS sessions.

Following the PRS session, the district should work with the
TASB Policy Service consultant to develop an internal review
system to maintain and revise policy as needed. After the
district establishes a method of review, the superintendent
and board should assign staff the task of maintaining the
review schedule. Policies can be divided by topic or category
and delegated to staff or board members who have an
understanding of the policy area. Some policies may warrant
feedback and consultation with a stakeholder group.

Figure 1-20 shows an example of a four-year review schedule
that the district could implement. This suggested schedule
distributes the number of policies for the district to review
equitably during the four-year period, ensuring that district
staff regularly review all policies internally and in addition to
any proposed changes by the PRS.

The fiscal impact assumes that the district will schedule a
PRS with TASB for a onetime cost of $24,000. This amount
includes the cost for the PRS session; travel, lodging, and
meals for the TASB facilitators while in the district; and a
revised policy manual that will result from the PRS.

SUPERINTENDENT EVALUATION (REC. 7)
Houston ISD lacks a clearly defined process to evaluate

the superintendent.

A superintendent functions as the chief executive officer
of a district. The superintendent oversees the district’s
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daily operations, manages its financial resources, and
facilitates its long-range planning. According to NSBA,
employing and evaluating the superintendent is one of the
school board’s most important duties.

The Texas Education Code, Section 21.354, requires an
annual appraisal of a school district’s superintendent using
one of the following options:

« the Commissioner of Education’s recommended

appraisal process and performance criteria; or

+ an appraisal process and performance criteria
developed by the district in consultation with
district- and campus-level committees and adopted

by the board.

Houston ISD’s Board Policy BJCD (LOCAL) states, “The
board shall prepare a written evaluation of the
superintendent annually” and that “the instrument used to
evaluate the superintendent shall be based on the
superintendent’s job description and performance goals

adopted by the board.”

However, the Houston ISD board has not evaluated
its superintendent since November 2015. The board
appointed Houston ISD’s current interim superintendent,
Dr. Lathan, on April 1, 2018. Although she has served
as interim superintendent through the end of school
year 2017-18 and through school year 2018-19, the board
has not established measurable goals or performance
criteria to evaluate her. During onsite interviews, board
members said that they have not established an evaluation
process for Dr. Lathan because she originally was hired to
serve temporarily as superintendent until the board found a
permanent replacement.

The previous superintendent, Richard Carranza, held
the position from August 18, 2016 until March 4, 2018,
but he also did not receive a formal evaluation from the
board. The board developed an evaluation tool for
Superintendent Carranza for school year 2017-18 that
contained detailed goals and objectives. However, the board
did not conduct the evaluation because the superintendent
left the district before the end of the school year. Of the
nine current board members, two were on the board in
2015 for the most recent superintendent evaluation.
During onsite interviews, most board members reported
being unfamiliar with the districts superintendent
evaluation process.

The Texas Education Code, Section 21.354, states that
“funds of a school district may not be used to pay an
administrator who has not been appraised under this
section in the preceding 15 months.” Dr. Lathan has served
as Houston ISD’s superintendent for 17 months as of
September 2019. Although the district might receive a
waiver or special accommodations from TEA due to the
superintendent’s interim status, the fact that the board has
not evaluated Dr. Lathan places the district at risk of
violating this statutory provision. Additionally, the previous
superintendent was employed by the district for more than
18 months without having an evaluation, which also
violates Section 21.354.

If a school board does not oversee the superintendent
effectively, it abdicates one of its primary responsibilities.
Having hired the superintendent as its chief executive
officer, the board delegates authority to him or her to
operate the district and lead the staff. The board is
responsible for monitoring the performance of the
individual charged with ensuring that the district is making
progress and complying with board policy and all applicable
laws. The lack of a superintendent evaluation process puts
the district at risk of losing focus and failing to achieve its
goals, which could affect student achievement. The
consistent use of a superintendent evaluation instrument
and evaluation procedure enables the board to compare the
superintendent’s performance progress.

Houston ISD

comprehensive superintendent evaluation process.

implement a

should develop and

The board and superintendent should collaborate to
follow the superintendent evaluation process as outlined in
board policy. The board could use the evaluation tool
developed for the previous superintendent as a template for
moving forward. Board members also should attend
superintendent appraisal training before participating in
the superintendent’s evaluation.

Additionally, Houston ISD’s school board attorney should
contact TEA to determine whether employing Dr. Lathan
for 17 months without an evaluation constitutes a violation
of statute. Finally, the district should amend board policy
to establish implementation dates for the steps of the
superintendent evaluation process. This amendment should
include a date to develop goals and a date to conduct and
complete the superintendent’s evaluation.

The district could implement this recommendation with

existing resources.
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BOARD COMMITTEES (REC. 8)

Houston ISD’s board committees are ineffective and
not well-defined.

Effective school boards often appoint a subset of members to
one or more board committees, which perform detailed work
that would be too time-consuming and inefficient for the full
board to accomplish. The types and functions of board
committees vary by district. However, effective districts
establish strategic, lean structures that support only the
committees needed to facilitate and elevate the board’s work.
Ideally, board committees have clearly defined functions,
meet only as needed, and routinely report to the full board
on their work.

Board committees can be standing or ad hoc. Standing
committees are established permanently and often are
defined explicitly in board policy. Ad hoc committees are
established for specific purposes and for limited duration.
These commicttees typically carry out their assigned functions,
make recommendations to the full board, and disband.

During school years 2017-18 and 2018-19, Houston 1SD
maintained several board committees. Board members told
the review team that the board president asks members for
their committee preferences and distributes committee
assignments during the annual board retreat in January.

The only standing board committees established in board
policy are the audit committee and two legislative committees.
Figure 1-21 shows Houston ISD’s standing and ad hoc board
committees during school years 2017-18 and 2018-19.

The review team derived information regarding these
committees from onsite interviews with board members
and staff. Houston ISD does not maintain a formal list of
all board committees, nor does the district keep descriptions
of the roles and responsibilities of each committee. During
onsite interviews, board members and staff were uncertain
as to which board committees still operated. Several
members and staff did not understand the purpose and
function of the various committees. Some board members
reported not knowing when and how often the various
committees met, and some could not describe the process
that the board uses to determine when it is necessary to
form an ad hoc committee.

Houston ISD board committees also lack clearly defined
goals and do not report regularly to the full board regarding
their activities. This lack of communication has contributed
to feelings of mistrust and confusion around board

FIGURE 1-21
HOUSTON ISD BOARD COMMITTEES
SCHOOL YEARS 2017-18 TO 2018-19

COMMITTEE TYPE
Audit Committee Standing
State Legislative Committee Standing
Federal Legislative Committee Standing
Policy Committee Ad hoc

COMMITTEES THAT OPERATED DURING THESE SCHOOL YEARS
BUT HAVE DISBANDED

Ad hoc
Ad hoc

Budget Committee
Special Education

SOURCES: Legislative Budget Board School Performance Review
Team, March 2019; Houston ISD, February 2019.

committees. For example, multiple board members
expressed concern regarding the function of the policy
committee. The role of a policy committee in most school
boards typically is to oversee the review of policies adopted
by the board and to ensure that policies are in accordance
with federal and state mandates. However, board members
acknowledged that the Houston ISD board does not have a
policy review process and members could not define
precisely the responsibilities of the policy committee. This
lack of a defined purpose and reporting structure has caused
many board members to perceive that the policy committee
is a means for some board members to meet and develop
policies to place on the board’s meeting agenda without the
input of the full board. Additionally, because Houston ISD
does not post the minutes of board committee meetings on
its website, board members that are not on committees and
people in the community may not know what transpires at

committee meetings.

Because board committees are not required to report regularly
to the full board and are not defined clearly, committee
members cannot be held accountable for carrying out their
duties. Poorly managed committees hinder the board’s ability
to oversee and manage the district effectively, and this poor
management can generate frustration and distrust among

board members.

In the 2012 article “High-Performing Committees: What
makes Them Work,” the Association of Governing Boards
(AGB), states that “committees are where boards do the bulk
of their work. Consequently, a board should design and
implement an infrastructure that serves its needs and those of
the institution it represents as effectively and efficiently as
possible.” AGB also says that effective organizations maintain
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fewer committees, and boards that have large numbers of
committees are “destined to be more operational in their
focus rather than strategic ... spreading themselves too thin
to have a significant impact on the institution.”

In its 2018 paper on best practices for board committees, the
Ohio School Board Association (OSBA) states that effective
boards assign board committees with a charge or mission at
the beginning of each year when board members are
appointed to them. In addition, OSBA says that effective
boards form ad hoc committees with a specific purpose and
with start and end dates.

Houston ISD should develop and implement a clearly
defined process for the formation and maintenance of
board committees.

The board should amend board policy to require a
discussion and evaluation of existing committees at the
board retreat each January. It also should establish and
implement a process to determine when and how to form

ad hoc committees.

The full board should develop clear descriptions and defined
goals for each committee. The Board Services Department
should provide a list of all existing committees and their
descriptions to the board each February and should publish
the list on the district’s website.

Additionally, all committees should have deliverables and a
timeline for their completion. Each committee should report
at least quarterly to the full board at regular board meetings
regarding its progress toward accomplishing its goals. Finally,
the Board Services Department should publish minutes of
board committee meetings on the district’s website no later
than three business days after the meeting.

The district could implement this recommendation with

existing resources.

BOARD OPERATIONS (REC. 9)

Houston ISD’s board does not function effectively as a

governing unit.

TASB groups school board responsibilities into the
following categories:

« adopt goals and priorities and monitor success;
« adopt policies and review for effectiveness;

+ hire and evaluate the superintendent;

+ adopt a budget and set a tax rate; and
+ communicate with the community.

Based on the findings presented previously, the Houston
ISD board does not implement its primary duties effectively.
Figure 1-22 shows the responsibilities of a school board
and assesses whether the Houston ISD board is meeting
them successfully.

Not only does Houston ISD’s board unsuccessfully carry out
its required duties, but it displays many characteristics of a
poorly functioning school board. For example, in a 2003
report titled “Effective Superintendents, Effective Boards:
Finding the Right Fit,” the Education Writers Association
developed a list of criteria for a functional school board.
Figure 1-23 shows these criteria and compares each to the
actions of Houston ISD’s board.

As shown in Figure 1-23, the Houston ISD board meets one
of the 10 criteria for a functional board. The Houston ISD
board’s lack of functionality also is apparent in board
members’ comments. The following comments are from
board members made during onsite interviews and taken
from a 2019 Houston Chronicle article addressing the state of
Houston ISD’s board:

o “The board

professionalism and we don’t hold anyone accountable

completely lacks decorum or

for anything”;
« “We do not trust each other”;

+ “The board has no understanding of its role. We don’t

understand what governance is”;

+ “Board dysfunction is the biggest challenge the
district faces. I'm surprised the administration has
managed any academic gains with the current board’s
behavior”;

+ “As long as we have the divided personalities, its
going to be very hard for us to see the same goal and
the one focus, and that’s educating kids”; and

+ “I have felt like this year (2018), there’s been no
productive work done by the board.”

Two factors that contribute to the Houston ISD board’s lack
of functionality are the lack of board operating procedures
and a lack of a board self-evaluation process.

Although the district has local and legal board policies

pertaining to board member authority, board meetings, and
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FIGURE 1-22

PRIMARY RESPONSIBILITIES OF A SCHOOL BOARD COMPARED TO HOUSTON ISD’S BOARD
ASSESSMENT OF SCHOOL BOARD ACTIVITY IN 2018

RESPONSIBILITY

DOES THE HOUSTON
ISD BOARD MEET THIS
RESPONSIBILITY?

DESCRIPTION

ASSESSMENT

Adopt goals and
priorities and
monitor success

Adopt policies
and review for
effectiveness

Hire and evaluate
the superintendent

Adopt a budget
and set a tax rate

Communicate with
the community

The board sets the course for the district Yes
by adopting goals and priorities and

monitors progress toward these goals.

The board has a vision statement to

guide it when setting goals.

The board adopts local policies that No
guide how the district operates. Local

school boards govern by adopting

policies that must be consistent with and

within the scope authorized by federal

and state laws and regulations.

The board determines whom to hire as No
superintendent. The board assesses

the superintendent’s progress toward

achieving district goals through annual

written performance evaluations and

ongoing discussions.

The superintendent and staff formulate Partially
the school district budget and present

it to the board for approval. After

conducting a public hearing to receive

comments, the board adopts the budget

and approves a tax rate to ensure that

the budget is funded adequately.

Board members are the link between No
the school system and the public. As
advocates for public education, board
members help build support and report
district progress by communicating with
the community, students, staff, parents,
and media. This communication often
is conducted at board meetings, which
are open to the public and at which
time is allotted for members to hear
stakeholders’ input and concerns.

The Houston ISD board developed three
goals centered on improving student
educational outcomes. The board developed
a mission statement that guides the goals.
The board receives reports every board
meeting regarding the progress the district is
making toward achieving these goals.

Board policies are reviewed and revised on
an ad hoc basis, and no process is in place
to ensure that new policies are developed
regularly and that local policies are written
to address the legal policies. Among the
district’s local board policies, 46.0 percent
were issued before 2011.

The Houston ISD board has not conducted
an evaluation of a superintendent since
November 2015. The current interim
superintendent has been in the position since
April 2018, and the board has not established
any measurable goals or performance criteria
by which she can be evaluated.

The Houston ISD board adopts a school
budget and tax rate each year. However,
during calendar year 2018, the board
adopted a deficit budget and approved an
amendment to add $5.0 million to the budget
one month after approving it.

The Houston ISD board allots time for public
comment at board meetings. However,

the board’s interaction with the community
often is unprofessional and adversarial.
Additionally, board members’ public animosity
and distrust toward each other has affected
public perception of the district negatively.

SOURCES: Legislative Budget Board School Performance Review Team, March 2019; Texas Association of School Boards, My Texas Public
School website, March 2019.

related board operating routines and guidelines, the Houston + setting annual goals;

ISD board does not have defined operating procedures. These
procedures are a set of instructions to help board members

. establishing training requirements;

carry out their responsibilities. Board operating procedures + communicating with the community and the media;

typically outline practices for the following activities:
« developing board meeting agendas;
+ conducting board meetings;

+ electing board officers;

+ evaluating the superintendent; and
+ developing district hiring practices.

Operating procedures assemble all this information into one
source that board members can reference when, for example,
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FIGURE 1-23

CRITERIA OF A FUNCTIONAL SCHOOL BOARD COMPARED TO THE HOUSTON ISD BOARD
ASSESSMENT OF SCHOOL BOARD ACTIVITY DURING CALENDAR YEAR 2018

CRITERIA

DOES THE HOUSTON ISD
BOARD MEET
THIS CRITERION?

ASSESSMENT

Board focuses on a clear set of
beliefs, a plan to carry them out,
and constant monitoring

Board establishes an effective
process to orient new board
members, provides continuous
training, and builds collaboration

Board focuses on improving
student academic achievement

Differences between board
members are never personal in
public

Board works together to represent
the whole district

Board members understand their
roles and responsibilities

Board works through the
superintendent

Board operates openly and
involves the community in decision
making

Board communicates as one body
with the community and the media

Board shares expectations with

the community before hiring a
superintendent. When hired,

the board sets goals, monitors
progress, and provides feedback to
the superintendent

Yes

No

No

No

No

No

No

No

No

No

The Houston ISD board has developed board goals and receives
updates regarding their progress at each board meeting.

Houston ISD’s orientation process for new board members has no
team-building elements and does not include opportunities to meet,
interact with, or ask questions of established board members.

The board did not engage in the statutorily required annual team-
building training during calendar year 2018, and the board does not
foster collaboration among members.

From June 2018 to December 2018, according to Texas Education
Agency data, the Houston ISD board meetings lasted a total of
5,039 minutes, approximately 90.0 percent of which were devoted
to discussing items and issues that were not considered relevant to
enhancing student outcomes.

Houston ISD board members often engage in public disagreements
that result in name calling and personal accusations of impropriety.

Houston ISD’s board does not function effectively as a team with
common goals and objectives, but as individuals with their own
personal agendas.

Houston ISD board members consistently overstep their oversight
role and try to be involved in the district’s daily administration.

Houston ISD staff report that some board members attempt to
influence campus administration by personally advising and
consulting with individual principals. Staff also state that some
principals meet directly with board members to address campus
issues or problems with district administrators.

Although Houston ISD’s board attempts to involve the community
in its decision-making process, these attempts are not effective.
Community input during board meetings often is not productive and
involves tension and disagreement between community and board
members. Additionally, board members and community members
say they believe that some board members work together in small
groups outside of public meetings to manipulate board agendas
and the board process.

Houston ISD board members often do not speak as a group to the
community and the media. Members speak against other members
and district administrators during community events and board
meetings. Additionally, board members have held individual press
conferences and media interviews in which they spoke out against
other members and publicly acknowledged the deep division within
the board.

Houston ISD’s board has not evaluated a superintendent since
2015 nor set any formal goals or expectations for the current
interim superintendent.

SOURCES: Legislative Budget Board School Performance Review Team, March 2019; Education Writers Association, Effective Superintendents,
Effective Boards Finding the Right Fit, 2012.
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they are uncertain about board policy on a particular topic or
how best to carry out their responsibilities.

The district’s lack of board operating procedures may
contribute to board members not understanding their roles
and responsibilities and the board’s processes.

Additionally, Board Policy BG (LEGAL) states that the
board may determine whether to use a self-evaluation tool,
except as ordered by the Commissioner of Education. During
onsite interviews, board members and staff reported not
knowing about any self-evaluation process for the board, nor
could any members recall the last time the Houston ISD
board conducted a formal self-evaluation.

Board self-evaluations offer the following benefits:

+ holding the board accountable to themselves, district
staff, and the community;

s encouraging board members to reflect on their
individual and collective behavior and performance;

« fostering open communication;

« improving decision making by enhancing a common
understanding of philosophies and goals;

+ resolving differences of opinion and challenging

assumptions;

+ providing insight into how and why decisions are
reached;

+ enabling new board members to understand board

processes;

+ identifying strengths and weaknesses of collective and
individual board member performance;

+ holding the board accountable for its role as
representative of the public; and

+ providing a starting point for effective goal setting
and long-range planning.

Without a self-evaluation process, the board cannot hold
itself accountable for effectively supporting the completion
of district goals or assessing its overall performance during

the school year.

When a school board is not functioning properly, all facets of
the district are affected negatively. Ineffective school boards
lower district morale, erode community support for the
district, and establish a general atmosphere of instability and

uncertainty throughout the organization. Most important,
however, a poorly functioning school board can affect
negatively student achievement.

The Natural Resources Management and Environment
Department’s publication Standard Operating Procedures
defines a standard operating procedure (SOP) as a document
that “describes the regularly recurring operations relevant” to
an organization. SOPs carry out an organization’s operations
correctly and consistently. The publication offers the
following model for the development of SOPs:

+ identify the person or department responsible for key
procedure, project, or document;

+ draft and verify written procedures associated with
the procedure, project, or document;

+ authorize the SOP through formal approval;

+ implement and monitor implementation of

procedures in the SOP; and

review, update, and archive

+ regularly
procedures documents.

TASB’s Effective Board Practices: An Inventory for School
Boards, 2011, identifies the following characteristics of
effective boards:

+ they have a clear picture of what their work entails;
the board understands its job relative to the work
of others and knows the tools at its disposal for
performing the job; and

+ they have formalized their work; the board has
developed and follows clearly defined procedures and
schedules for doing its work.

TASB also recommends that school boards complete self-
evaluations as part of the annual team-building requirement
and use this tool as an opportunity for the board and
executive leadership team to determine improvements and
what subsequent boards need.

DeSoto ISD developed a local board policy that requires its
board to conduct an annual self-evaluation. This policy
details the items that should be part of the process and
provides options for where it may occur. DeSoto ISD’s Board

Policy BG (LOCAL) states:

At least annually, the board shall conduct a self-
evaluation of board and board member performance.
The evaluation shall consider such items as role
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recognition, relationship with others, performance at
board meetings, and self-improvement activities. The
procedure shall also include a review of those factors
that facilitate effective board meetings. The board may
solicit suggestions for improvement from others through
established district communication channels. This
evaluation may be conducted in a regular meeting, a
special meeting, or in a workshop setting.

Houston ISD should develop comprehensive operating
procedures for all essential board functions and establish a
process to evaluate the board’s overall effectiveness annually.

The board and superintendent should review examples of
other districts’ board operating procedures and use
these examples as a template to develop Houston ISD’s
board operating procedures. The procedures should include
a guide for all primary responsibilities of the board,
including but not limited to developing board meeting
agendas, conducting board meetings, evaluating the
superintendent, budget planning, program requirements,
and board roles and responsibilities. The board annually
should review and distribute the operating procedures to all
board members. The Board Services Department should
provide the procedures to new board members as part of its
orientation process.

Houston ISD also should establish a process to annually
evaluate the board’s overall effectiveness and use the results to
plan for board training and team-building activities. The
board should develop a local policy that requires it to conduct
a self-evaluation and that outlines the essential features of the
process. The board can use the self-evaluation tools developed
by TASB or use those developed by other districts as
templates. The self-evaluation process should include the
following essential features:

+ identifying areas for board improvement based on
existing standards of effective governance:

+ detailing actions to modify or change board processes
or actions related to identified improvement
opportunities; and

+ assigning board members or committees to implement
the required changes by a specific date.

Considering the level of the issues observed in Houston
ISD’s board, the district may need to take additional steps to
improve board effectiveness. The board and the district
should consider the following potential solutions:

+ develop and adopt board policy that establishes
a board-driven process to initiate a recall election
for board members who exhibit hostility, promote
mistrust, or actively undermine the governance

process; and

« modify the structure of the Houston ISD board
by: (1) requiring the annual election of the board
president and vice president positions through
a districtwide public vote, which could lessen
factionalism; or (2) transitioning from a system of
electoral districts to an at-large system in which all
voters may vote for all board positions. In the new
system, all board positions could be elected at large,
or the district could develop a hybrid system in which
some positions have electoral districts and some are
elected at large.

The district could implement this recommendation with

existing resources.

ADDITIONAL OBSERVATIONS

During the onsite field work, the review team observed
additional issues regarding the district’s programs and services
to students, staff, and the community. These observations are
presented for consideration as the district implements the
report’s other findings and recommendations:

« All superintendents in Texas are required to have
a superintendent certification. If a superintendent
does not have this certification, the district must
request a waiver from TEA. Houston ISD’s previous
superintendent never received a superintendent
certification, and the district never applied for a waiver.
Houston ISD was one of only seven districts in Texas
during school year 2017-18 whose superintendent was
not certified nor issued a waiver. Ensuring that the next
superintendent meets the certification requirements
could help improve district management and avoid the
risk of violating statutory requirements;

+ The position of chief at Houston ISD holds great
responsibility, including serving as an executive
leadership position, overseeing large numbers of staff,
and managing significant departmental budgets. It
is important that the district establish employment
requirements so that candidates that are hired to be a
chief meet high standards of certification, educational
advancement, and experience in their fields;
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+ Houston ISD’s regular board meetings average more
than four hours long. One contributing element to
the meeting length is that the board does not use a
consent agenda. A consent agenda is a board meeting
practice that is used to group routine business and
reports into a single agenda item that can be approved
in one action, rather than filing separate motions for
each item;

+ Board Policy BBD (LOCAL) states that the board
president will announce the status of each board
member’s continuing education credit annually at
the last regular board meeting before the district’s
uniform election date. This meeting typically is in
November. However, during calendar year 2018,
the president did not announce the training hours at
any board meeting. Making this announcement and
placing the training hours into board minutes may
improve accountability for board training;

+ Houston ISD maintains a Legal Services Department
with eight full-time attorneys. The department
also contracts with external lawyers and law offices
to assist with district caseloads. The department,
however, does not have a case management software
system to assist it with its work. A case management
system improves efficiency by providing an electronic
means to organize and streamline case and matter
management, time and billing, litigation support,
research, communication and collaboration, data
mining and modeling, and data security, storage, and
archive accessibility; and

+ 'The district does not consolidate all of its attorneys
into the same department. In addition to the eight
attorneys in the Legal Services Department, the
Business Office Department employs one financial
management attorney, who oversees district tax
collections and some construction contracts. Moving
the financial management attorney from the Business
Office to the Legal Services Department may

streamline legal functions.
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FISCAL IMPACT

Some of the recommendations provided in this report are based on state or federal laws, rules, or regulations, and should be
promptly addressed. Other recommendations are based on comparisons to state or industry standards, or accepted best practices,
and the district should review to determine the level of priority, appropriate timeline, and method of implementation.

The Legislative Budget Board’s School Performance Review Team has identified a fiscal impact for the following

recommendations:
TOTAL
5-YEAR ONETIME
(COSTS) OR (COSTS) OR
RECOMMENDATION 2019-20 2020-21 2021-22 2022-23 2023-24 SAVINGS SAVINGS

1. DISTRICT ORGANIZATION, PLANNING, AND GOVERNANCE

1. Modify the district's organizational $215,118 $215,118 $215,118 $215,118 $215,118 $1,075,590 $0
structure to decrease the
superintendent’s supervisory
responsibilities and streamline the
number of executive leadership positions.

3. Hire a professional mediator to conduct $0 $0 $0 $0 $0 $0 ($12,000)
team-building sessions to resolve issues
affecting trust among board members,
and develop a formal self-policing
structure to address potential violations of
board ethics policies.

6. Develop and implement procedures $0 $0 $0 $0 $0 $0 ($24,000)
that establish a timeline and framework
to review and update all board policies
systematically.

Total $215,118 $215,118 $215,118 $215,118 $215,118 $1,075,590 ($36,000)

The School Performance Review Team could not determine a fiscal impact for other recommendations. However, the
implementation of Recommendation 7 to develop and implement a comprehensive superintendent evaluation process could
ensure that the district avoids financial sanctions from TEA for paying an administrator who has not been evaluated during the
preceding 15 months.
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Houston Independent School District (ISD) is the largest
school district in Texas and the seventh-largest school district
in the U.S. During school year 2018-19, Houston I1SD
operated 280 campuses, including eight early childhood
centers, 160 elementary schools, 38 middle schools, 37 high
schools, and 37 other campuses, including those serving
combined academic levels and alternative campuses. The
district enrollment for school year 2018-19 was 209,772
students, served by 11,465 teachers. The student population
was 62.1 percent Hispanic, 23.4 percent African American,
8.9 percent White, 4.2 percent Asian, 1.2 percent two or
more races, 0.2 percent American Indian/Alaskan Native,
and 0.1 percent Native Hawaiian/Pacific Islander.

Houston ISD has a decentralized organization, prioritizing
local decision making through shared decision-making
committees at each campus. Houston ISD’s central academic
offices includes more than 20 departments to support and
provide resources to campuses. As a district of choice, Houston
ISD offers multiple placement options for students, including
magnet programs at more than 125 campuses, 13 in-district
charter campuses, and alternative placements for students with
specialized academic, behavioral, and health needs.

Academic achievement varies considerably among Houston
ISD campuses, ranging from nationally ranked campuses to
chronically low-performing campuses. Houston ISD
decreased the number of campuses rated improvement
required from 58 during school year 2014-15 to six campuses
during school year 2017-18. Houston ISD received an
overall accountability rating of B for school year 2018-19
from the Texas Education Agency.

ACCOMPLISHMENT

¢ Houston ISD’s Career and Technical Education
programs offer various courses and certifications to
meet students’ diverse needs.

FINDINGS

¢ Houston ISD’s central academic offices have frequent
staff and organizational changes, limiting their ability
to support campuses adequately.

¢ Houston ISD lacks a unifying framework, strong
oversight, and written procedures for school

support officers.

¢ Houston ISD lacks an effective process to promote
principal retention and ensure rigorous instruction
during campus leadership transitions.

¢ Houston ISD does not ensure that all students
have consistent campus-level access to educational
supports and resources, including counseling services,

library services, and fine arts programs.

¢ Houston ISD does not support its English learner
student population effectively.

¢ Houston ISD lacks an effective process to ensure
consistent development of master schedules.

¢ Houston ISD’s implementation of its wraparound
services initiative lacks effective coordination,

planning, procedures, and evaluation.

¢ Houston ISD lacks adequate structures, contract
language, and performance measures to monitor the

effectiveness of in-district charter campuses.

RECOMMENDATIONS

¢ Recommendation 10: Address communication
deficiencies among central academic office
functions to improve transparency with internal
and external stakeholders.

¢ Recommendation 11: Develop and implement
districtwide structures that support a consistent
and systematic approach for supervising and
supporting campus principals.

¢ Recommendation 12: Develop comprehensive
processes for principal placement and retention
and instructional transitions at the campus level.

¢ Recommendation 13: Provide consistent access
to high-quality counseling programs, library
services, and fine arts opportunities throughout
the district.

¢ Recommendation 14: Implement a process for
continuous evaluation of the structure, staffing,
instructional delivery, and resources of the district’s
supports for its English learner students.

¢ Recommendation 15: Implement systemic
approaches to master scheduling, including

improved training and oversight.
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¢ Recommendation 16: Develop, implement,
and evaluate a strategic plan for a long-term,
comprehensive system of the district’s wraparound

services initiatives.

¢ Recommendation 17: Increase academic and
financial oversight of in-district charter campuses.

BACKGROUND

An independent school district’s educational service delivery
function provides academic services to Texas students based
on state standards and assessments. A school district should
identify and support students’ educational needs, provide
instruction, and measure academic performance. Educational
service delivery must meet the needs of a variety of student
groups and requires adherence to state and federal regulations
related to standards, assessments, and program requirements.

Management of educational services is dependent on a
district’s organizational structure. Larger districts typically
have multiple staff dedicated to educational functions.
Educational service delivery identifies district and campus
priorities, establishes high expectations for students, and
addresses student behavior. The system should provide
instructional support services such as teacher training,
technology support, and curriculum resources. To adhere to
state and federal requirements, districts must have systems to
evaluate student achievement across all content areas, grade

levels, and demographic groups.

Figure 2-1 shows the demographics of Houston ISD
compared to state averages. During school year 2018-19,

approximately 79.8 percent of students were categorized as
economically disadvantaged, greater than the state average of
60.6 percent. The district identified 31.7 percent of students
as English learners (EL), greater than the state average of
19.4 percent. The district also identified 65.2 percent of
students as at risk of dropping out, which was greater than
the state average of 50.0 percent.

The Texas Education Agency (TEA) issues state accountability
ratings for each district and campus. In school years 2013~
14 to 2016-17, TEA issued Houston ISD a met standard
district accountability rating. During school year 201718,
TEA did not rate the district due to a special provision for
the hardships experienced by the district during Hurricane
Harvey. Figure 2—2 shows the state accountability ratings for
Houston ISD’s campuses for school years 201314 to 2017-
18. Houston ISD’s accountability ratings have improved
each year since school year 2014-15.

The Commissioner of Education appointed a conservator in
September 2016 to provide district-level support for Houston
ISD’s campuses that were rated improvement required. The
Texas Education Code, Section 39.102, states that if a
campus remains in this status for five years, the Commissioner
may close the campus or replace the district’s elected board
with state-appointed managers. To avoid these sanctions,
four campuses, Henry Middle School, Highland Heights
Elementary School, Kashmere High School, and Wheatley
High School, must achieve ratings of met standard during
school year 2018-19. The Legislative Budget Board’s School
Performance Review Team visited the district in March
2019. The review team’s assessment of Houston ISD’s

FIGURE 2-1
HOUSTON ISD STUDENT DEMOGRAPHICS
SCHOOL YEAR 2018-19

STUDENTS HOUSTON ISD STATE

Hispanic 62.1% 52.6%
African American 23.4% 12.6%
White 8.9% 27.4%
Asian 4.2% 4.5%
Two or More Races 1.2% 2.4%
American Indian or Alaskan Native 0.2% 0.4%
Native Hawaiian or Pacific Islander 0.1% 0.2%
Economically Disadvantaged 79.8% 60.6%
English Learners 31.7% 19.4%
At Risk 65.2% 50.0%

SOURCES: Texas Education Agency, Public Education Information Management System Standard Reports, school year 2018-19; Houston ISD,

school year 2018-19 Facts and Figures.
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FIGURE 2-2
HOUSTON ISD CAMPUS ACCOUNTABILITY RATINGS
SCHOOL YEARS 2013-14 TO 2017-18

MET STANDARD IMPROVEMENT REQUIRED

NUMBER PERCENTAGE NUMBER PERCENTAGE DISTRICT OVERALL
YEAR CAMPUSES RATED (1) OF CAMPUSES OF CAMPUSES OF CAMPUSES OF CAMPUSES  RATING
2013-14 264 220 83.3% 44 16.7% Met Standard
2014-15 275 217 78.9% 58 21.1% Met Standard
2015-16 275 237 86.2% 38 13.8% Met Standard
2016-17 278 251 90.3% 27 9.7% Met Standard
2017-18 (2) 275 252 91.6% 6 2.2% Not Rated
NoTESs:

(1) Data includes paired campuses. For purposes of assigning accountability ratings, the Texas Education Agency (TEA) combines data for
campuses that do not serve grade levels that administer State of Texas Assessments of Academic Readiness (STAAR) with campuses
that serve grade levels that administer STAAR.

(2) Seventeen campuses and the district overall were not rated for school year 2017-18 due a special TEA provision related to the effects of
Hurricane Harvey. Seven of these campuses maintained their improvement required status from the prior year.

SOURCES: Texas Education Agency, Texas Academic Performance Report, school years 2013—14 to 2017-18; Houston ISD Facts and Figures,

school years 2013-14 to 2017-18.

educational service delivery operations were conducted

before the Commissioner’s decision about the district’s status.

Figure 2-3 shows Houston ISD’s educational service delivery
organization. Houston ISD’s primary senior staff for
academics are the chief academic officer (CAO) and the chief
strategy and innovation officer (CSIO), who report directly
to the superintendent. During school year 2018-19, the
CAO managed 737.3 full-time-equivalent (FTE) staff
positions and a budget of $79.9 million, excluding grants
and grant-funded positions. The CSIO managed 124.0 FTE
positions and a budget of $17.5 million, excluding grants
and grant-funded positions. The CAO oversees departments
and offices including Advanced Academics, Elementary
Curriculum and Development, Secondary Curriculum and
Development, Special Populations (including Special
Education, Interventions Office, and Multilingual Programs),
Leadership and Teacher Development, Research and
Accountability, Student Assessment, Federal and State
Compliance, School Choice, and Student Support Services.
The CSIO oversees departments and offices including Career
Readiness, College Readiness, Equity and Outreach, Post-
secondary Programming and Innovation, and Linked
Learning. The chief of staff who primarily facilitates
coordination among positions that report directly to the
superintendent, also serves in an academic capacity as the

district’s coordinator of school improvement.

Six area superintendents oversee the districts campuses.
School support officers report to the area superintendents
and supervise and provide support to assigned campus

principals. Five of the six areas are based on geography and
categorized into East, North, Northwest, South, and West
areas. The sixth area is Achieve 180, the district’s model for
school improvement. The Achieve 180 campuses are
identified based on accountability ratings and are located
within all of the district’s geographical areas.

Houston ISD implemented Achieve 180 during school year
2017-18 to increase student achievement at campuses that
received TEA accountability ratings of improvement required
for school years 2015-16 and 2016-17. The Achieve 180
model includes the following six elements of support
identified by district staff that address students’ needs to help
them achieve academically:

+ leadership excellence — provide campus leaders with
professional development options and campus-specific
supports including: nurses, counselors, and librarians;
targeted assistance funds; and additional compensation;

+ teacher excellence - place experienced and
appropriately certified teachers in every classroom,
and dedicated associate teachers to alleviate the
effects of teacher absences; provide extensive teacher
development specialists to support campus-specific
professional developmentand individualized coaching
for teachers; prioritize Achieve 180 campuses for

teacher stafﬁng and incentive compensation;

+ instructional excellence — provide students with
multiple options for accelerated learning; monitor
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FIGURE 2-3
HOUSTON ISD EDUCATIONAL SERVICE DELIVERY ORGANIZATION
SCHOOL YEAR 2018-19

Superintendent

Area Chief Academic Chief of Staff Chief of Strategy
Superintendents Officer and Innovation
|
|
Assistant Assistant Assistant
Superintendent Superintendent Superintendent
of Equity and of College of Postsecondary
Outreach Readiness Programming
and Innovation
Assistant Assistant
Superintendent Superintendent
of Linked of Career
Learning Readiness
|
Officer of Officer of Officer of Officer of Assistant
Elementary Special School Support Superintendent
Curriculum Populations Services Services of Student
and Instruction (1) Assessment
Officer of Officer of Officer of Assistant Assistant
Secondary Leadership Student Superintendent  Superintendent
Curriculum Development Support of Research of School
and Instruction and Choice

Accountability

NoOTE: (1) This position was eliminated during the School Performance Review Team’s onsite fieldwork.
SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, March 2019.

students’ changing literacy and numeracy skills, and
use formative assessments to track student progress;
track data to determine areas in need of assistance and
address accordingly;

« school design — provide a positive and enriching
academic environment for students through courses,
materials, and technology to support their college
and career readiness efforts;

« social and emotional learning support — remove
nonacademic barriers to students’ high academic
achievement; provide or connect students to
behavioral, physical, and mental health resources
through district programs including Wraparound
Services; and

o family and community empowerment — provide
a welcoming environment for families to increase
parent advocacy and two-way communication

between home and campus.

The superintendent requires that each Achieve 180 campus
fill essential staff positions such as a nurse, counselor, and
wraparound resource specialist; positions which are
optional for other campuses. Houston ISD also prioritizes
requests for support and resources from Achieve 180
campuses over other campuses.

Houston ISD’s departments of Elementary Curriculum and
Development and Secondary Curriculum and Development
provide teachers with access to digital curriculum, aligned
assessments, and instructional resources based on the Texas
Essential Knowledge and Skills (TEKS). The district provides
curriculum supports to all campuses, including scope and
sequence; pacing calendar; vertical alignment matrix; master
courses and unit planning guides; and college readiness
resources. These departments also provide teachers with
districtwide professional learning opportunities and teacher
development specialists, instructional coaches who support

content and pedagogy development.
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During school year 201819, Houston ISD received a grant for
dyslexia services from the U.S. Department of Education. The
district partnered with Neuhaus Education Center to train a
centralized team of dyslexia interventionists in the Basic Language
Skills Program to serve all students identified with dyslexia.

The district contracted with an external consulting firm to
audit special education services in school year 2017-18 in
response to issues with identification and services. The board
and district leadership developed a strategic five-year plan to
implement the audits recommendations. The district
restructured the organization of special education staff,
including centralizing special education staff and budgets,
and hired an assistant superintendent of special education.
The assistant superintendent of special education reports to
the officer of special populations, who reports to the CAO,
and oversees implementation of the strategic plan. Research
and Accountability Department staff report regularly to the
board and stakeholders on progress toward goals.

DETAILED ACCOMPLISHMENT

CAREER AND TECHNICAL EDUCATION

Houston ISD’s Career and Technical Education (CTE)
programs offer various courses and certifications to meet
students’ diverse needs.

The district provides CTE courses at the middle school and
high school levels and career exposure at the elementary
school level. The district enrolled more than 43,000 CTE
students during school year 2017-18 and expanded
participation each year of the program.

The director of CTE oversees the CTE Department and
reports directly to the assistant superintendent of career
readiness. The CTE Department oversees distribution of
funds, accountability measures, grant funding requirements,
and compliance, including teacher credentials.

After researching CTE best practices in other school districts,
Houston ISD centralized CTE funding and programming during
school year 2017-18. The CTE Department monitors campus
CTE activity and ensures compliance with spending. The
structure enables the district to leverage funds to make large
purchases and to address equity of CTE services across the district.

Houston ISD’s CTE Department provides professional
development for staff throughout the district. CTE
Department staff identified a districewide need for industry
and pedagogic training to further build CTE teacher capacity
and developed a professional development initiative for CTE
teachers for school year 2019-20 to increase industry
knowledge and skills and instructional best practices.

Houston ISD’s CTE students can graduate high school with
any of TEA’s five endorsements. Endorsement are a series of
related courses that are grouped together by topic or skill set,
and include all 16 career clusters, or groupings of occupations.

Figure 2—4 shows the programs of study in the 16 career
clusters offered by Houston ISD’s CTE program at high
school campuses, all of which offer CTE programs.

In collaboration with campuses, the CTE Department
planned 14 CTE programs at 13 high school campuses for
school year 2019-20. Additional CTE program offerings

FIGURE 2-4

HOUSTON ISD CAREER AND TECHNICAL EDUCATION (CTE) PROGRAMS OF STUDY BY HIGH SCHOOL CAMPUS

SCHOOL YEAR 2018-19

CAMPUSES OFFERING

PROGRAMS OF STUDY PROGRAMS OF STUDY

CAMPUSES OFFERING

PROGRAMS OF STUDY PROGRAMS OF STUDY

Agriculture, Food, and Natural Resources 9
Architecture and Construction 7
Arts, Audio/Video Technology 10
and Communications

Business Management 10
and Administration

Education and Training 2
Finance 8
Government and Public Administration 1
Health Science 11

SOuRCE: Houston ISD, March 2019.

Hospitality and Tourism 8
Human Services 3
Information Technology 23
Law, Public Safety, Corrections, 7
and Security

Manufacturing 5
Marketing 5
Science, Technology, Engineering, 18

and Mathematics

Transportation, Distribution, and Logistics 11
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include graphic design and illustration programs; welding;
education and training; and construction programs at Austin
High School and Milby High School offered in partnership

with a major construction company.

The district provides more than 200 industry-based
certifications, including 73 from TEA’s approved College,
Career, and Military Readiness list. The district offers CTE
certification beginning in grade 7, when students can receive
certifications for achievement in areas such as financial
literacy. The CTE Department selects the districts
certification offerings from TEA-approved certifications, in
collaboration with local workforce advisory members.
District staff and advisory members collaborate to evaluate
trends in the regional labor market to determine pertinent
additional certifications for the district’s CTE students.

By implementing a comprehensive, well-leveraged CTE program,
Houston ISD is preparing students for successful futures.

DETAILED FINDINGS
ACADEMIC SERVICES COMMUNICATION (REC. 10)

Houston ISD’s central academic offices have frequent staff
and organizational changes, limiting their ability to support
campuses adequately.

Responses from district staff during onsite interviews
indicated confusion about the reporting structure of their
own positions, and confusion about the shifting structure of
the organization. Administrators indicated that district-level
effectiveness is compromised by constant change, making it
difficult to have traction or make significant progress. District
staff described a focus on obtaining vacated higher-ranking
positions, perceived as distracting some staff from the duties
of their current positions.

District staff stated that the district’s organizational chart is
often outdated and does not provide reliable, updated
information for all stakeholders. For example, various
departmental managers and other district staff said that they
are unclear about whom to contact for support, and the

organizational chart is not a resource for contact information.

The review team observed the following examples of
departures and internal confusion regarding updated staffing
and reporting information:

+ supervisors and other staff providing conflicting
interpretations of their reporting relationships;

« discrepancies in organizational structural information
provided by staff and within the district’s publications
and website;

» conflicting listings of the same staff in multiple positions
in various district directories and staffing reports;

« one district staff said that the supervisor, who was
new to the position, resigned the previous day;

o the review team was informed of a staff dismissal,
although the same name is listed on district
organizational charts and the district website; and

+ attrition of an officer-level academic position during
the review team’s onsite fieldwork and subsequent
elimination of the position, although the district
website continues to direct stakeholders to contact
that former staff.

The district's website and organizational charts show area
superintendents as reporting directly to the CAO; however,
district staff stated that these positions reported directly to
the superintendent during school year 2018-19.

The organizational structure of Houston ISD’s academic
departments has inconsistencies in job titles for departmental
leaders and the number of direct reports assigned to
supervisors. For example, some positions that report directly
to the CAO are officers, and others are assistant
superintendents. The district attaches different titles to staff
that appear to be at the same level of organizational
leadership, such as directors, assistant superintendents, or
senior managers. District publications also refer inconsistently
to units of staff organizations as departments, divisions,
offices, or functions, further complicating a clear
understanding of the district’s organizational structure both

internally and externally.

District staff said that the district unexpectedly places staff in
vacant classroom positions or temporary campus support
roles, such as reassigning teacher development specialists to
District ~ staff  indicated  that

reassignments were intended as a temporary measure to fill

classrooms  mid-year.
teacher shortages when teacher resignations created vacancies.
The perceived threat of reassignment, and possible related
geographic location, reportedly contributes to lowered
morale. District staff said that they work in an environment
and culture that has little stability, and that the possibility of
the state replacing the district Board of Education has
harmed morale. Among campus staff surveyed by the review
team, 33.3 percent agreed that district administrators provide
services to campuses efficiently.

District staff described a perception that district leaders
sometimes hired or promoted colleagues to important
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positions without regard to their qualifications or without a
transparent hiring process. District administrators stated that
their staff are not qualified equally, and that some are placed
without the departmental staff having an opportunity to

interview and assess them for requisite skills.

The district has high turnover and a lack of systems and
frameworks that might promote stability and continuity
when turnover is high. District turnover has resulted in
principals avoiding the district office, according to a
respondent that added that principals no longer know the
district staff.

Effective districts provide clear, accurate information to all
internal and external stakeholders and coordinate resources
to best meet student needs. Best practices for district websites
include maintaining detailed organizational charts.

Houston ISD should address communication deficiencies
among central academic office functions to improve
transparency with internal and external stakeholders.

The district should develop a process to promote instructional

effectiveness and  procedures to guide

transparent

communication  during any future organizational
restructuring. The district should require detailed, accurate,
timely internal and external communication tools and
publications to facilitate strong transitions and minimize

negative effects of realignments.

The district should require the chief academic officer to
maintain current organizational charts on the district website.
It should task all supervisors, or their designees, with revising
internal and external organizational charts within five days of
staffing changes.

The Human Resources Department should analyze the
staffing structure of central office staff to determine equity of
position title, benefits, and duties. The superintendent
should implement any related recommendations to increase
the efliciency, effectiveness, and equity of the academic

organizational structure.

The district should conduct needs assessments and develop
long-term, targeted plans to maximize district-level supports
and services to support campuses in effectively meeting
student needs.

District staff should define roles and responsibilities for all
academic departments and staff clearly. The district should
develop clear, transparent job descriptions and performance

evaluation metrics for all academic departments, and a

consistent system to track and communicate expectations
about the district’s central office. The district should use
available resources to rebuild trust between stakeholders and

the central academic office.

The district could implement this recommendation with

existing resources.

PRINCIPAL SUPPORT (REC. 11)

Houston ISD lacks a unifying framework, strong oversight,
and written procedures for school support officers (SSO).

Houston ISD provides support and guidance for campus
principals through the school office system. The district’s six
school offices represent each of its five geographic areas and
the Achieve 180 campuses. Each school office includes an
area superintendent, director, area office staff, and SSOs.
Within Houston ISD’s organizational structure, the SSOs’
primary focus is to develop and guide principals in improving
instruction and student outcomes at their campuses. The job
description for an SSO, last revised during calendar year
2012, includes the following responsibilities:

+ managing programs that improve math, improve
reading, decrease grade-level retentions and dropouts,
and increase graduation rates;

+ improving satisfaction of parents, students, teachers,
and principals;

+ developing position statements regarding the

populations to be served and aligning resources of
budget, staff, and time;

+ increasing the number of effective teachers;

s ensuring compliance of assigned campuses with
federal and state regulations and requirements related

to various data and operational regulations; and
« performing other job-related duties as assigned.

Each campus principal has an assigned SSO, although more
experienced principals instead may be assigned to a lead
principal. SSOs and lead principals have the same job
responsibilities. However, unlike other SSOs, lead principals
evaluate fewer principals, concurrently serve as principals on
their own campuses, and receive stipends for these additional
responsibilities. SSOs and lead principals participate in a
monthly professional development series.

The district invests significant resources in the SSO structure.
Job descriptions and organizational charts provided by the

LEGISLATIVE BUDGET BOARD STAFF — ID: 4986

TEXAS MANAGEMENT AND PERFORMANCE REVIEW — NOVEMBER 2019 53



EDUCATIONAL SERVICE DELIVERY

HOUSTON INDEPENDENT SCHOOL DISTRICT

district show that the SSO position is at pay grade 34. For
school year 2018-19, pay grade 34 salaries ranged from
$86,315 to $142,420 Lead principals receive an annual
stipend of $20,000. District organizational charts showed
that the district had 23 SSOs and 17 lead principals for
school year 2018-19. Without factoring in any stafling
modifications not represented in the data, SSO salaries and
lead principal stipends total approximately $3.1 million.

However, the SSO position at Houston ISD is not administered
effectively or efficiently. SSOs lack written procedures,
frameworks, or a handbook to guide their activities.

The district also lacks an effective formal process for SSO
evaluation.  SSOs report directly to their assigned area
superintendent and are evaluated using an annual scorecard.
This scorecard includes target-setting documents for the
beginning of the year, an end-of-year performance report,
and some specific performance metrics for the SSO position.
However, district staff did not indicate that this system was
consistently utilized, prioritized, and accessed regularly by
SSOs and their supervisors. District staff stated that informal
conversations guide job performance, and that SSOs receive
informal evaluations each semester through presentations to
the superintendent, area superintendents, and other academic
staff about the performance of their assigned campuses.
Houston ISD also lacks a process to examine the SSO role
and the consistency of SSO support.

Additionally, the type and quality of services and supports
that SSOs provide campus principals vary. During onsite
interviews, staff described some SSOs as interacting with first
year principals as collaborative coaches, and others taking a
directive approach.

Houston ISD also lacks a transparent process for matching
SSO skills to principal needs when assigning SSOs to
campuses. During onsite interviews, staff stated that area
superintendents frequently reassign SSOs, and that there is
no clear understanding of what guides SSO placement
decisions. The district does not maintain district-level
turnover data, but interviews with school office and campus
staff demonstrated a high level of turnover among SSOs. For
example, some current and former district principals
described having nine SSOs during the course of seven
school years. Staff also indicated that Houston ISD lacks
standard procedures to maintain SSO placements from year
to year, and that the district often reassigns SSOs during the
summer with little communication or discussion with the
principals affected.

Some staff and stakeholders attributed high mobility among
SSOs to the positions being a stepping stone to positions in
other districts and other careers in the region. Another
component of the SSO job description states that SSOs
should want, and be able, to take on a superintendent
position. The district provides leadership development
programs for aspiring SSOs, but does not have systems in
place to incentivize SSO retention.

The informal SSO role, including a lack of a guiding
framework and clear expectations, could result in inconsistent
support for principals across the district. Principals may
receive different levels of support from different SSOs, which
may lead to inequitable instructional services and resources.
With high SSO turnover, campus principal performance
expectations and school improvement priorities may change
or gaps in principal supervision and support may occur.

When SSOs are not strategically assigned to campuses,
individual SSO strengths may not be aligned to principal
needs. Frequent reassignment means SSOs are spending
more of their time learning about needs than meeting those
needs, and in the absence of a clear framework of expectations,

SSOs may be slower to provide key supports to principals.

The development and maintenance of productive SSO and
principal partnerships is limited by turnover and by the
expectation of turnover. Principals whose assigned SSO
positions have turned over frequently are less likely to invest
time in relationships with those positions and related
activities. Changing SSO and campus assignments make it
more difficult to build trust between SSOs and principals.
With no clear continuity in SSO support, fewer checks and
balances exist to ensure that campus principals make effective
decisions and that teachers and students receive adequate
supports for teaching and learning.

The Council of Chief State School Officers (CCSSO), a
nationwide organization of public officials that head state
departments of elementary and secondary education,
published Model Principal Supervisor Professional Standards
in 2015. To provide comprehensive support for principals,
CCSSO recommends that principal supervisors, such as
SSOs, carry out the following actions:

+ dedicate their time to helping principals grow as
instructional leaders;

+ coach and support individual principals and engage
in effective professional learning strategies to help
principals grow as instructional leaders;
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+ use evidence of principals’ effectiveness to determine
necessary improvements in principals’ practice to foster
a positive educational environment that supports the
diverse cultural and learning needs of students;

+ engage principals in the formal district principal
evaluation process in ways that help them grow as

instructional leaders;

o advocate for and inform the coherence of
organizational vision, policies, and strategies to

support campuses and student learning;

o assist the district in ensuring the community of
schools with which principal supervisors engage are
culturally/socially responsive and have equitable access

to resources necessary for the success of each student;

+ engage in their own development and continuous
improvement to help principals grow as instructional
leaders; and

o lead strategic change that continuously elevates
the performance of campuses and sustains high-
quality educational programs and opportunities
across the district.

In addition, CCSSQO’s standards establish that effective

principal supervisors exhibit the following qualities:

+ growth-oriented — believe that students, education
professionals, educational organizations, and the
community can grow and improve continuously to
realize a shared vision for student success through
dedication and hard work;

+ collaborative — share the responsibility and the work
for realizing a shared vision of student success;

o innovative — break from established ways of
performing functions to pursue fundamentally new
and more effective approaches when needed;

« analytical — gather evidence and engage in rigorous
data analysis to develop, manage, refine, and evaluate
new and more effective approaches;

« ethical — explicitly and consciously follow laws, policies,
and principles of right and wrong in all matters;

« perseverant — are courageous and persevere in doing
what is best for students even when challenged by
fear, risk, and doubt;

» reflective — re-examine their practices and dispositions
habitually to develop the knowledge of experience
necessary to succeed in pursuing new and more

effective approaches;

+ equity-minded — ensure that all students are treated
fairly, equitably, and have access to excellent teachers
and necessary resources; and

« systems-focused — are committed to developing
systems and solutions that are sustainable and effective
districtwide and that generate equitable outcomes for
all campuses and stakeholders.

Houston ISD should develop and implement districtwide
structures that support a consistent and systematic approach
for supervising and supporting campus principals.

The area superintendents should develop a standard operating
procedures manual for SSOs to provide internal and publicly
available written documentation of expected roles and
responsibilities. The district also should develop a principal
needs assessment and strategic placement process to match
SSO skill sets with principal needs and to ensure continuity
of support.

The district should revise SSO job descriptions for clarity
and completeness, and should ensure that performance
metrics are consistently understood and utilized to evaluate
the structure and staffing of SSOs providing principal
support. District staff should publish an annual one-page
report about principal support and SSO effectiveness,
increasing transparency for all stakeholders.

The district should study the retention and mobility of SSOs
to identify strategies for stabilizing SSO leadership.

The district should use the CCSSO Model Principal Supervisor
Standards to establish a framework of expectations and an
effective feedback and evaluation mechanism for SSOs. The
district also should provide professional development for SSOs
that focuses on effective implementation of their role as
coaches and evaluators of principals.

The district should provide SSOs with principal supervisory
tools and platforms to enable consistent evaluation, feedback,
and coaching of principals. SSOs should develop coaching
plans for each principal and align those plans to concepts
established in the SSO trainings.

The district could implement this recommendation with
existing resources.
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CAMPUS INSTRUCTIONAL LEADERSHIP TURNOVER
(REC. 12)

Houston ISD lacks an effective process to promote principal
retention and ensure rigorous instruction during campus

leadership transitions.

Many Houston ISD campuses experience principal turnover,
increasing the risk of poor academic outcomes for students
and low morale for teachers. Newly assigned principals are
not required to maintain instructional and programmatic
priorities, and the district lacks structures to maintain
instructional rigor during leadership transitions. Some
reassignments take place midyear, which further complicates
programmatic shifts implemented by new principals.
Teachers said that this type of frequent program turnover is a
major challenge to their effectiveness, and campuses that are
unable to retain principals experience instructional instability.
Teachers also stated that program turnover decreased morale,
led to ineflicient use of teachers’” time, and was perceived to
exacerbate teacher turnover.

Campus principals experience frequent reassignments, and
the district does not approach hiring and placement
systematically by matching available talent with campus
needs throughout all areas. During onsite interviews, staff
said that the rotation of principals was routine practice, and
that district administrators may not have reasonable timelines
and expectations for principals that are new to their campuses.

Placement of new principals is more common in lower-
performing campuses. These campuses also have higher rates
of principal turnover. Among the Achieve 180 campuses,
35.0 percent received new principals from school years
2016-17 to 2017-18. In January 2018, 64.0 percent of the
Achieve 180 campus principals had fewer than five years of
experience. The TEA conservator described this lack of
principal experience as presenting “a barrier to sustained
achievement.” During that month, Houston ISD reported
changes in campus leadership at five Achieve 180 campuses.
Although districts often replace principals at low-performing
campuses, Houston ISD does not retain these turnaround
principals successfully.

Houston ISD’s principal salaries meet or exceed the average
principal salaries in surrounding districts, and Houston ISD
received a grant to provide principals with stipends for
working on Achieve 180 campuses. However, the district
does not have incentive systems to retain principals, especially
systems focused on long-term retention at chronically low-

performing campuses.

According to the National Association of Secondary School
Principals, the national average tenure of principals at their
campuses was four years during school year 2016-17.
Houston ISD academic staff said that they do not collect or
analyze data on principal turnover regularly. However, during
school year 201516, Houston ISD conducted an analysis of
district principal turnover rates. The report indicated that
principals had an average of 3.5 years of experience at their
current campuses. This same analysis demonstrated that
campuses in the bottom 5.0 percent of performance were led
by principals with an average of 1.8 years of experience at
their current campuses. Additionally, campuses that had
significant achievement gaps had principals with an average
of 1.9 years of experience at their campuses. This analysis
suggests that the lowest-performing campuses in Houston
ISD had a principal turnover rate of more than 50.0 percent,
twice the national average.

High principal turnover rates can affect district finances,
depleting funding from instructional services to replace staff.
A 2014 report from the School Leaders Network estimates
the cost of new principals (i.e., within the first three years
after hiring) to range from $75,000 to $100,000 per hire in
addition to salary. These costs include principal preparation
programs, recruiting services, and transitional training such
as internships, coaches, and mentors.

According to Ronfeldt, Loeb, and Wyckoff’s 2013 article,
principal turnover also is correlated greatly to increased
teacher turnover, specifically among the most effective
teachers. Among teachers that stay, Hargreaves and Goodson’s
2008 research suggests that regular principal turnover also

leads to teacher disengagement in improvement reforms.

Principal turnover also is concerning because of the
expectation of principals to lead school improvement and
because of the time that measurable improvement requires.
Research suggests that principals must be in place at least five
years to implement large-scale change effort fully, including
the recruitment, retention, and capacity-building of staff.
Continuing turnover of principals can make it difficult for
campuses to focus on consistent implementation of policies

and programs and to commit to improvement.

Principal turnover also typically contributes to rapid changes
in campus direction, because each incoming leader institutes
new programs that can further destabilize the campus,
particularly when turnover occurs multiple years in a row.

Effective districts mitigate instructional risks to students by
implementing structures to promote instructional continuity
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during principal transitions. Committees of stakeholders,
including veteran teachers and campus academic department
heads, can be used to guide instruction when campus

leadership changes.

Houston ISD should develop comprehensive processes for
principal placement and retention and instructional

transitions at the campus level.

The district should study the longevity of principals and map
the progression of in-district principal transfers to better
understand patterns of principal turnover. The district should
use this information to identify root causes for principal
instability and to drive improvement plans for principal

capital management.

The district also should track the longevity of principals that
have completed different preparation programs and hold
these programs accountable for providing new principal
support and for retention rates.

The district should survey principals to better understand
their perception of working conditions within Houston ISD.
The Great Principals at Scale toolkit from New Leaders and
the Bush Institute provides a sample principal survey,

guidance, and rubric to review results.

The district should anticipate that principal turnover will
occur and attempt to insulate campuses from the negative
effects of principal reassignment by establishing practices
that promote stability of implementation at campuses. Such
practices could include the following protocols:

* requiring a static campus leadership or instructional
leadership team to be in place at the time a principal

is moved;

« efforts to maintain consistency in SSO oversight of a
campus through a transfer from one principal to the next;

+ appointing or maintaining of one or more teacher
leaders to provide continuity related to instructional
supports and expectations; and

+ a deliberate process for transitioning leadership.

The district also may seek to limit changes made by a new
principal that arrives at a campus after the school year has
begun. Some immediate changes may be welcome and
required, but having extra oversight and some limitations
placed on the degree of midyear change will help to ensure
greater stability of improvement implementation, which has

been shown to increase achievement.

Houston ISD should analyze and adjust its existing principal
recruitment incentives to prioritize multi-year principal
retention incentives.

The district should provide novice principals and experienced
principals that are new to campuses from three years to five
years to improve student achievement. New principals have
more immediate effects on elements such as campus climate,
teacher retention, and implementation of new district
policies and programs. Districts and principal supervisors
should set reasonable performance expectations for what

they can achieve within a year.

The district could implement this recommendation with

existing resources.

INCONSISTENT CAMPUS-LEVEL RESOURCES FOR STUDENTS
(REC. 13)

Houston ISD does not ensure that all students have
consistent campus-level access to educational supports and
resources, including counseling services, library services,

and fine arts programs.

Houston ISD’s implementation of its decentralized system
authorizes principals to have extensive discretion of
programming and staffing decisions at each campus. In this
system, principals choose whether to provide students with
access to certified counselors, high-quality library services, or
extensive fine arts opportunities. Some campuses in the district
offer students access to resources that meet or exceed best
practices, and other campuses fail to meet minimum standards.

COUNSELING SERVICES

Students in Houston ISD lack consistent access to school

counselor services that meet national standards.

During school year 2018-19, Houston ISD employed 213.1
FTE counselor positions for 209,772 students. This amount
is an approximate ratio of one counselor per 984 students, a
much higher ratio than the national average of one counselor
for approximately 450 students and the American School
Counselor Association (ASCA) recommendation of one
counselor per 250 students.

Figure 2-5 shows Houston ISD’s student-to-counselor ratio
by campus for school year 2017-18. Among campuses, 1.1
percent had student-to-counselor ratios that met ASCA
recommendations, and 9.1 percent had ratios at or less than
the national average. The majority of Houston ISD campuses
had ratios that were more than twice the national average or

employed no certified counselors.
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Although the district provides guidelines and job descriptions
for school counselors, individual campus principals have
discretion for the utilization of counseling resources. The
district authorizes each principal to determine the number of
school counselors to employ, regardless of the number of
students at the campus. Additionally, each campus implements
the roles of school counselors differently. Principals may
designate one or more staff to carry out counselor job duties.
No requirements regarding qualifications for these designees
are in place, and Houston ISD staff did not have a clear, shared
understanding of how counselors’ duties are assigned or
monitored across designees. Some campuses employ highly
trained, qualified counselors at ratios that enable them to meet
all students’ needs. However, other campuses may have
incomplete counseling services provided by various staff that

do not have counselor training,

Houston ISD maintains a clear job description for school
counselors and provides supports and expectations for
performance consistent with the ASCA standards.

District guidelines and counselor job descriptions establish
the following counselor duties:

+ implementing a comprehensive counseling and

guidance program to address the needs of all students;

« interpreting standardized test results and other
assessment data to help students make educational

and career plans;

+ developing a personal graduation plan for each
student, updated annually; assigning students to the
correct courses to meet graduation requirements and

facilitate college entrance;

+ coordinating and partnering with college and career
readiness programs to support career awareness
and academic planning in a range of postsecondary

information on

opportunities, and providing

financial aid; and

« ensuring that all English learners are scheduled in
courses appropriate to their learning needs and are
served in their English classes by teachers with English
as a Second Language (ESL) endorsements.

At the district level, the Academic and Career Counseling
Department within the Office of Strategy and Innovation’s
Career Readiness Department employs four counseling
specialists to support and monitor school counselors. District
staff reported that monitoring all district campuses is difficult

FIGURE 2-5
HOUSTON ISD STUDENT-TO-COUNSELOR RATIOS
SCHOOL YEAR 2017-18

STUDENT-TO-COUNSELOR RATIO PERCENTAGE OF CAMPUSES (1)

250:1 or less 1.1%
251:1 —450:1 9.1%
451:1 - 900:1 29.5%
Greater than 900:1 11.0%

No counselor 49.2%

NoTES:

(1) Houston ISD provided data for 264 campuses.

(2) Part-time counselors are considered 0.5 full-time-equivalent
positions.

(3) Percentages may not sum due to rounding.

SOURCES: Legislative Budget Board School Performance Review

Team, March 2019; Texas Education Agency, Texas Academic

Performance Report, school year 2017-18.

with the small staff, especially for campuses that have a

counselor designee or multiple designees for counselor duties.

Counselors provide crucial services for the academic and
social well-being of students in all grade levels. Counseling
services have a direct impact on student attendance, behavior,
engagement, and college enrollment, so inequities in these
services can further exacerbate achievement gaps. School
counselors support student academic and social/emotional
growth and help make critical connections for students to
postsecondary opportunities, including college, career and
military options. Effective counseling programs are important
to the school climate and a crucial element in improving
student achievement. Research from Carrell and Carrell,
Mclntosh, and Upthall indicates regular student access to a
school counselor is a necessity, particularly for students most

in need of intervention and support in high-poverty districts.

Students who have greater access to school counselors and
comprehensive school counseling programs, particularly
those at high-poverty-area campuses, are more likely to
succeed academically and behaviorally. A 2018 evaluation of
school counseling programs in Missouri by the Center for
School Counseling Outcome Research and Evaluation, the
Missouri Department of Secondary Education, and the
Missouri School Counselor Association showed that students
in secondary campuses with a counselor-to-student ratio of
1:250 students or less had graduation rates 5.0 percentage
points higher than campuses with more than that ratio. This
finding was true even when controlled for student
demographics, area poverty, and campus funding levels.
Results from ASCA’s 2019 article Measuring the Impact of
School Counselor Ratios on Student Outcomes indicated school
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counselor ratios of 1:250 have a significant correlation with
lower student absenteeism and higher math, verbal, and
writing scores on the SAT college readiness examination.
Preliminary findings in Connecticut school districts with
lower student-to-counselor ratios show higher graduation
rates, higher college entrance and persistence rates, lower
chronic absenteeism rates, and fewer suspensions. The
presence of comprehensive school counseling programs in
Rhode Island was found to be related to multiple positive
student outcomes ranging from better attendance to a
stronger sense of connection to school. High school students
that have more access to school counselors and related college
and career counseling services are more likely to graduate and
less likely to have behavioral issues.

The California Department of Education provides the

following guidelines for effective school counseling service:

+ conducta systematic review of each student’s academic
progress annually to ensure the proper alignment of
student course load and assignment with promotion
and graduation requirements;

+ identify students that are not earning credits at a
rate that will enable them to graduate with the rest
of their class;

« ensure that all English learners are scheduled
in courses appropriate to their learning needs and
are served in their English classes by teachers with
ESL endorsements;

+ meet annually with each student and the student’s
parent or guardian to discuss the following factors:

o student’s academic record;
o educational options available to the student;

o course work and academic progress needed for
satisfactory completion of high school;

o effect of such course work and academic progress
on the students options for postsecondary
education and employment; and

o any unmet social-emotional needs or barriers the
student is facing, with the goal of assigning proper
campus staff for interventions and support;

+ ensure that students understand the educational options
available to them, including to the following resources:

o regional occupational centers and programs;

o continuation schools;
o academic programs; and

o any other alternatives available to district
students; and

+ use attendance, behavior, and course performance
data to identify students who are chronically tardy or
absent, or who have disciplinary problems —and provide
support and/or a referral to a community provider.

LIBRARY SERVICES

The district lacks a process to ensure that its libraries’ budget,
staff, collection size, and collection age align with public school
library standards. These standards provide students at different
campuses with variable access to high-quality library services.
Campus principals have full discretion over staffing and budgets
for campus libraries, resulting in inconsistent campus-level
library services. Some campus principals choose to offer high-
quality campus libraries staffed with certified librarians, and
other campuses have inadequate or nonexistent library services.

Houston ISD operates a Library Services Department to
support campus libraries. The Library Services Department
tracks and advocates for library services and can provide
campuses with recommendations regarding library services.
However, district staff have no authority to set minimum
requirements, to mandate trainings for librarians, or to
require campus alignment with library services best
practices. Board Policy EFB2 (REGULATION) requires
district staff to provide a “status report on a school-by-
school basis of compliance with state recommendations,”
but staff only provided a districtwide summary report and
campus library information without reports on compliance
with state recommendations.

The Texas State Library and Archives Commission’s (TSLAC)
School Library Programs: Standards and Guidelines for Texas
establish criteria for evaluating the effectiveness of public school
libraries. These guidelines, which are the state recommendations
referenced in Houston ISD’s policy, include collection size,
collection age, and staffing. TSLAC’s guidelines classify libraries
into five categories: distinguished, accomplished, proficient,
developing, and improvement needed.

Figure 2—6 shows the district’s campus library collection
sizes, including the average number of books per student for
Houston ISD’s campus libraries compared to TSLAC
standards. Ratings for Houston ISD’s campus libraries’
collections range from distinguished to improvement needed.
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FIGURE 2-6

HOUSTON ISD CAMPUS LIBRARIES’ BOOKS PER STUDENT COMPARED TO TEXAS STATE LIBRARY AND ARCHIVES

COMMISSION STANDARDS, SCHOOL YEAR 2018-19

CAMPUS LEVEL (1) DISTINGUISHED (2) ACCOMPLISHED PROFICIENT DEVELOPING IMPROVEMENT NEEDED
Early Childhood Centers 3 1 1 2 1
Elementary School Campuses 91 20 15 15 19
Middle School Campuses 15 2 5 5 15
High School Campuses 9 2 3 1 26
Multilevel Campuses 6 1 3 2 4

NOTES:
(1) Houston ISD provided data for 267 campuses.

(2) Distinguished=18 books per elementary student, 16 books per secondary student; Accomplished=16 books per elementary student, 14
books per secondary student; Proficient=14 books per elementary student, 12 books per secondary student; Developing=12 books per
elementary student, 10 books per secondary student; Needs Improvement= fewer than 12 books per elementary student, fewer than 10

books per secondary student.

SOURCES: Legislative Budget Board School Performance Review Team, March 2019; Houston ISD, school year 2018—19; Texas State Library
and Archives Commission, School Library Programs: Standards and Guidelines for Texas, 2017.

Houston ISD’s number of items per student varies greatly.
Some elementary school campuses average fewer than five
items per student, and other elementary campuses average
more than 30 items. Most of Houston ISD’s high school
campus libraries average fewer than 10 books per student.

Figure 2-7 shows Houston ISD’s campus library collection
ages compared to TSLAC’s standards. Most Houston ISD
campus libraries are rated as developing and improvement
needed, and other campuses have newer average collection
ages. Students in Houston ISD libraries encounter a range of
book ages and conditions, with some students having access

only to older, poorer-condition items.

Houston ISD’s library staffing varies by campus. Some
campuses have libraries that meet or exceed proficiency in
TSLAC staffing guidelines, and other campuses have libraries
that rate needs improvement according to staffing standards
or have no library services at all. During school year 2017-
18, Houston ISD’s Library Services Annual Report indicated
that 35.0 percent of libraries employed certified librarians,
25.0 percent employed certified teachers, 27.0 percent
employed clerks, and 13.0 percent had vacancies in campus
library leadership. According to a May 2018 article in
Education Week, 61.0 percent of Houston ISD’s campus
librarians have left the district during the past decade,

FIGURE 2-7

HOUSTON ISD CAMPUS LIBRARY COLLECTION AGES COMPARED TO TEXAS STATE LIBRARY AND ARCHIVES COMMISSION

STANDARDS, SCHOOL YEAR 2018-19

CAMPUS LEVEL (1) DISTINGUISHED (2) ACCOMPLISHED PROFICIENT DEVELOPING IMPROVEMENT NEEDED
Early Childhood Centers 0 0 0 2 6
Elementary School Campuses 10 15 20 33 82
Middle School Campuses 11 3 6 5 17
High School Campuses 16 6 5 5 9
Multilevel Campuses 3 1 3 5 4

NoTES:
(1) Houston ISD provided data for 267 campuses.

(2) Distinguished=average copyright date no more than 10 years, while following a recognized replacement and removal process;
Accomplished=average copyright date no more than 12 years; Proficient=average copyright date no more than 14 years;
Developing=average copyright date no more than 16 years; Needs Improvement=average copyright date is more than 16 years.

SOURCES: Legislative Budget Board School Performance Review Team, March 2019; Houston ISD, school year 2018—19; Texas State Library

and Archives Commission, School Library Programs: Standards and Guidelines for Texas, 2017
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resulting in the district being one of 20 nationwide with the
biggest decreases in librarian positions during the period.

Lack of sufficient library staff and books, aged collections,
and inadequate budgets affect the quality and usefulness of
library services and the library’s ability to meet student needs.

Libraries are considered effective and efficient resources in
improving student achievement. Campuses that do not have
high-quality library programs are not providing the same
opportunities for students to learn as campuses that do.
Efforts to promote literacy achievement may be compromised,
particularly for students in high-poverty-area campuses who
may not have access to neighborhood libraries or literacy
resources at home. A 2015 Washington State study found
that the presence of a certified school librarian was a predictor
of higher elementary school and middle school math scores.
‘The study ranked school library programs based on certified
staffing, library accessibility, resources, and technology. Even
after controlling for school size and poverty, the study found
that the one key factor distinguishing high-performing,
high-poverty campuses from low-performing, high-poverty
campuses is a quality library program.

Nationwide, research suggests that reading, writing, and
graduation rates improve where campuses employ certified
school librarians. TSLAC’s 2001 analysis of school libraries
in Texas, presented in the publication Texas School Libraries:
Standards, Resources, Services, and Students’ Performance,
determined that school libraries have a measurable impact on
student achievement. At the elementary school and middle
school levels, approximately 4.0 percent of the variance in
state test scores was attributed to school libraries; that
percentage more than doubled to 8.2 percent at the high
school level. Library variables, including library staffing and
items per student, outweighed the effects of other campus
teacher

variables, including computers per student,

experience, and even teacher turnover ratio.

The American Association of School Librarians (AASL) is a
professional library association that provides numerous
resources for establishing comprehensive school libraries and
fully leveraging libraries. One resource AASL publishes is the
Toolkit for Promoting School Library Programs: Messages,
ideas, and strategies for communicating the value of school
library programs and school librarians in the 21st century.

FINE ARTS

Students in Houston ISD also have inconsistent access to
fine arts opportunities.

Principals in Houston ISD have the authority to decide what
is offered on their campuses and can elect to not offer arts
programming. Therefore, campuses are not required to
provide students with equitable access to fine arts learning
and participation. Some campuses have rigorous fine arts
programming and experiences, and others have limited fine
arts programming. Principals have discretion over campus
funds, so campus fine arts departments may not be allocated
campus funds. For example, some visual arts teachers are not
allotted supplies, and some campuses do not allocate funds
for repairs of musical instruments. Only fine arts magnet
programs receive additional allocations for fine arts.

The district supports fine arts integration through Fine
Arts staff in the Elementary Curriculum and Instruction
Department, including district integration specialists.
However, the district has not developed systems to
ensure consistent, equitable fine arts experiences for all
students. During school years 2016-17 and 2017-18,
the East Region implemented an initiative inspired by
the work of a board member to expand fine arts
opportunities for area students. The initiative resulted
in additional arts opportunities including afterschool
programs, musical and dance performances, choir, and
a ballet residency program. However, these expansions
were limited in scope and did not result in long-term,
districtwide systems that increased access to fine arts for
all students.

The New York City Partnership for Arts and Education
Program was founded to restore and maintain access to arts
education in New York City Public Schools. The program
conducted an evaluation in 2001 to determine the effects of
fine arts education on student outcomes. Teachers and
principals reportedly saw improvement in the following
areas: performance in other disciplines, engagement,
attendance, connecting lessons from differing subject areas,
quality of work, and behavior. Also, students who participated
in arts programming achieved higher standardized test scores,
earned more high school equivalency certificates and
diplomas, and improved their engagement in mathematics

and science.

Students in Houston ISD inconsistently receive the academic
and nonacademic benefits that come with participation in
fine arts programs and experiences. Academic benefits
include increased achievement in reading, math, language,
concentration, motivation, reasoning abilities, and problem-
solving skills. In addition to academic outcomes, students

can experience enhanced self-worth, increased empathy,
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improved leadership skills, and reductions in risky behaviors.
The National Endowment for the Arts also reports that at-
risk students with equitable access to the arts “tend to have
better academic results, better workforce opportunities, and

more civic engagement.”

New York City Public Schools provides districtwide,
accessible systems for educators throughout the city to access
fine arts opportunities and partnerships. District staff
developed tracking tools, metrics, and accessible reports to
improve equitable student access to fine arts.

Houston ISD should provide consistent access to high-
quality counseling programs, library services, and fine arts
opportunities throughout the district.

The district should evaluate existing resources and services,
and use district improvement planning processes to align
allocation of resources and delivery of services with a focus
on consistent, equitable student access.

The district should ensure that sufficient counselors are
available for campuses that need them, particularly in high
schools, to fulfill the responsibilities that are described in
district guidelines and counselor job descriptions.

The district should develop guidelines for campuses regarding
the number of qualified counselors that campuses should have
to meet student needs. Initially, the district should attempt to
meet the national average of one counselor per 450 students
and have a goal of one counselor for every 250 to 300 students
in high-poverty-area, low-performing high schools.

Houston ISD should consider partnering with local school
counseling graduate programs to host graduate counseling
student interns completing their practicum requirements.
This partnering also could serve to establish a recruiting tool
for school counseling candidates.

The district should develop a counseling services checklist,
which can be used to track provision of counseling services
even in the absence of a designated school counselor.
Houston ISD also should require high schools to complete
all checklist activities with their students and ensure that
related outcomes are attached to each student’s data file.

The district should use AASLs toolkit to promote library
programs to stakeholders, including principals, site-based
decision-making committees, students, families, and the
community. Houston ISD should conduct a comprehensive
assessment of the district’s library services related to staff
levels, the library budget, and the age of its collection to

ensure that its library staffing, collection, and associated
budget are consistent with state standards across campuses.
Based on the assessment, the district should set library service
priorities, estimate the budget impact of those priorities, and
include this information in its budget cycle.

The district should assess fine arts access and develop a
process to connect all campuses with district fine arts
resources, artist partnerships, and additional opportunities.

Based on comprehensive assessments of deficits in available
resources and services, the district should set priorities,
estimate the budget impact of those priorities, and include
them in the district budgeting process.

This recommendation could be implemented with

existing resources.

ENGLISH LEARNER SERVICES (REC. 14)

Houston ISD does not support its English learner (EL)
student population effectively.

The Texas Administrative Code, Title 19, Part 2, Chapter 89,
Subchapter BB, Section 89.1203, defines an EL as “a student
who is in the process of acquiring English and has another
language as the primary language.” The goal of bilingual
education and special language programs are to provide ELs
with instructional support that will enable them to participate
fully in their educational experience in campuses and in their
communities. During school year 2018-19, Houston ISD
identified 66,452 students as ELs, which represented 31.7
percent of the total student population.

The Multilingual Programs Department, within the Office of
Special Populations, offers administrative leadership and
support for Bilingual and ESL Education and special
language programs for students identified as ELs. ELs may
include immigrant, migrant, and refugee students. The
district has four bilingual education programs: dual language,
transitional bilingual, ESL, and cultural heritage. During
school year 2018-19, 51 campuses provided dual-language
programs. Houston ISD’s elementary school students are
offered Spanish Transitional Bilingual and Dual Language
programs, a Vietnamese Bilingual Cultural Heritage
program, Mandarin Chinese Immersion, Arabic Immersion,
French Immersion, and ESL programs for speakers of other
languages. Secondary campuses offer ESL/Sheltered English
and Sheltered Content programs for EL students in grades
six to 12. Some secondary bilingual programs are offered at
dual language campuses. The district also has several
campuses that provide additional placement options and
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supports for ELs, such as middle and high school campuses
for newcomer students and refugee programs.

According to onsite interviews, Houston ISD campuses
receive support from the district in an informal process that
some staff described as ad hoc. Campuses can request
support, and a teacher development specialist (TDS) and
manager will assess needs and develop a short-term plan.
District staff described staffing levels as minimal and
insufficient to effectively provide, monitor, and evaluate

EL services.

Houston ISD’s website states that Multilingual Programs
Department staff “provide high-quality, research-based
professional development opportunities in the area of
instruction that is aligned to the TEKS and the English
Language Proficiency Standards. The trainings provided are
designed to help teachers effectively transition students from
a Bilingual/ESL classroom to a general education, all-English
instructional program. Specific professional development is
provided on sheltered instruction strategies, building
academic vocabulary, and writing strategies. These trainings
are aligned with the criteria students must meet to exit a
bilingual program.” The site lists the following professional

development sessions:

+ building academic vocabulary for kindergarten to
grade two;

+ building academic vocabulary for grades three to five;
+ writing development for grades one to five;

+ “ESL: Putting the Pieces Together”;

« Esperanza; and

+ Neuhaus.

During school year 2018-19, the district focused professional
development for teachers working with EL students on
sheltered English instruction. District staff indicated the
district’s intention was to equip core content teachers and
bilingual teachers with the tools to work successfully with their
EL students. However, attendance at the trainings was not
mandatory for campus staff and teachers reported that it
lacked sufficient differentiation for teachers of all experience
levels. Campus staff also expressed a need for more in-depth
professional development and opportunities for professional
collaboration. The organizational and curricular fragmentation,
staffing shortfalls, and gaps in expertise constrain the capacity
of Houston ISD to meet the needs of ELs.

The district’s departmental reorganizations and fragmented
structure constrain the capacity of Houston ISD to engage in
long-term planning. An annual plan for the Multilingual
Programs Department was included in the school year
2018-19 district improvement plan. However, the plan
lacked a clear, multi-year vision or framework, and
department staff did not refer to this plan when interviewed
about long-term planning. District administrators indicated
that the district lacked succession planning, manuals, and
guidance for EL services.

Without a consistent long-term plan, staff also described
experiencing shifting frameworks and approaches to EL
service delivery. At times, the district has focused almost
exclusively on dual-language models, with fewer resources
allocated to other models, such as transitional bilingual.

During onsite interviews, district and campus staff stated
that Houston ISD’s EL systems and supports are fragmented
organizationally, in flux, and have notable capacity gaps in
staffing and expertise.

The majority of district staff tasked with EL support work
within the Multilingual Programs Department. However,
Houston ISD does not organize all district-level EL staff
within the same department and does not have a formal
process for regular meetings among related service providers.
According to onsite interviews, this structure makes
coordination and communication among EL staff difficult.
For example, dual language TDS are affiliated with the
Elementary and Secondary Curriculum Departments,
whereas bilingual TDS are affiliated with the Multilingual
Programs Department, which limits collaboration among
related service providers. District and campus staff also
indicated that, in the absence of strong interdepartmental
communication, work sometimes is duplicated, such as staff
from different departments supporting the same teacher or
campus. Staff stated that they often feel that all positions
who work with ELs do not have a shared direction and
targeted utilization of district resources.

Staff also described situations in which the staff serving ELs
did not have the expertise to implement instructional strategies
appropriate for these students. District staff expressed concern
that some campus principals have significant deficits related to

knowledge

development and that some

about strategies for language

lacked

understanding of how to meet the academic needs of ELs.

supporting
principals also

At the district and campus levels, staff described EL staff
shortages and notable variation of expertise related to ELs.
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FIGURE 2-8

HOUSTON ISD STUDENTS AND TEACHERS IN BILINGUAL/ENGLISH AS A SECOND LANGUAGE (ESL) EDUCATION

SCHOOL YEARS 2015-16 TO 2017-18

BILINGUAL/ESL EDUCATION PERCENTAGE BILINGUAL/ESL EDUCATION PERCENTAGE
YEAR PROGRAM STUDENTS OF TOTAL STUDENTS TEACHERS OF TOTAL TEACHERS
2015-16 63,853 29.7% 373.8 3.2%
2016-17 68,688 31.9% 385.4 3.3%
2017-18 69,271 32.4% 390.2 3.3%

SouRcE: Texas Education Agency, Texas Academic Performance Report, school years 2015-16 to 2017-18.

District staff described a shortage of bilingual teachers
resulting in a high volume of requests for bilingual exceptions.
These requests are submitted to the Commissioner of
Education when campuses are unable to provide bilingual
certified teachers to implement the required bilingual
programs. The Commissioner can grant an exception to the
bilingual education program and approve the district using
an alternative program. During school year 2018-19,
Houston ISD received bilingual program exceptions for 268
teachers, and ESL program waivers for 298 teachers. The
most extreme cases of staffing shortfalls resulted in TDS staff
moving back to the classroom to provide instruction. Staff
described these emergency situations as an obstacle to
effective EL services.

Staff also described high turnover among staff in the

Multdilingual =~ Programs — Department.  Organizational
charts provided by the district list large numbers of
vacancies for staff supporting ELs, including TDS staff

and curriculum specialists.

The district does not appear to have systems to monitor
effectively that principals follow all procedures and
guidelines regarding spending and services. District-level
staff stated that they may be able to observe issues or provide
guidance to campuses, but that principals do not report to
them and that district staff do not have the authority to

mandate compliance.

District staff’ also expressed concerns about the district’s
ability to monitor the placement of ELs in classrooms that
best meet their needs and to monitor that EL students take
appropriate year-end assessments. Staff indicated that EL
students may not receive placements appropriate to their
level of ESL instruction, and that there are concerns that
students may remain in EL status for inappropriate lengths
of time. According to the Research and Accountability
Department’s school year 2018—19 Texas English Language

Proficiency System (TELPAS) report, 15,580 of Houston
ISD’s EL students have been enrolled in U.S. schools for five
years or more. Additionally, some Spanish-native ELs are
placed in classrooms with teachers who provide Vietnamese
language support.

Figure 2—-8 shows the number of bilingual/ESL students
and staff at Houston ISD from school years 2015-16 to
2017-18. The percentage of bilingual/ESL students in
Houston ISD has increased during each of the previous
three school years, although the percentage of these teachers
has remained steady. Houston ISD’s percentage of bilingual/
ESL students is greater than the state average, although
Houston ISD’s staff percentages are significantly less than

the state average.

Figure 2-9 shows Houston ISD’s expenditures for bilingual
education. Although Houston ISD’s bilingual program
expenditures per student and as a percentage of total
expenditures are significantly higher than state averages, the
district has not effectively leveraged spending to improve EL
student performance outcomes.

ELs in Houston ISD have shown persistent achievement and
graduation gaps from their English-speaking peers.

Figure 2-10 shows school years 2015-16 to 2017-18
performance results for Houston ISD’s EL students on the
State of Texas Assessments of Academic Readiness (STAAR).
Compared to Houston ISD students overall, EL student
performance on the STAAR is significantly lower. Houston
ISD’s EL students perform similarly to EL students in the
region and state.

Figure 2-11 shows the greater dropout rate of Houston
ISD’s EL students compared to other subgroups and to the
state. Houston ISD’s EL students dropped out at a rate of
more than twice the overall district average and greater than
the state’s average EL student dropout rate of 17.3 percent.
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FIGURE 2-9
HOUSTON ISD AND STATE BILINGUAL EXPENDITURES
SCHOOL YEARS 2016-17 AND 2017-18

EXPENDITURES 2016-17 2017-18

Houston ISD Total Bilingual Expenditures $42,892,416 $47,913,107
Houston ISD Bilingual Percentage of Total Expenditures 3.1% 3.2%
Houston ISD Bilingual Expenditures per Student $199 $224
State Bilingual Percentage of Total Expenditures 1.8% 1.6%
State Bilingual Expenditure per Student $124 $116

SouRCE: Texas Education Agency, Public Education Information Management System financial data, school years 2016—17 and 2017-18.

FIGURE 2-10

PERCENTAGE OF HOUSTON ISD ENGLISH LEARNER STUDENTS WHO MET ASSESSMENT REQUIREMENTS ON THE STATE OF
TEXAS ASSESSMENTS OF ACADEMIC READINESSS (STAAR), ALL SUBJECTS, ALL GRADES

SCHOOL YEARS 2015-16 TO 2017-18

PERCENTAGE DISTRICT PERCENTAGE DISTRICT PERCENTAGE REGION 4 PERCENTAGE STATE
YEAR (1) EL STUDENTS ALL STUDENTS EL STUDENTS (2) EL STUDENTS
2015-16 (3) 53% 69% 55% 55%
2016-17 (4) 24% 40% 23% 23%
2017-18 25% 42% 24% 26%

NOTES:

(1) The decrease in the percentage of English Learner (EL) students that met basic assessment standards on the State of Texas
Assessments of Academic Readiness (STAAR) test is a result of the Texas Education Agency’s (TEA) revision of the student assessment
system. During school year 201516, students received numerical grades for STAAR tests, and these grades were grouped into three
categories of Advanced, Satisfactory, or Unsatisfactory. TEA defined these categories by a scoring standard. Starting in school year
2016-17, TEA revised the scoring standards to place student scores into four categories of Masters Grade Level, Meets Grade Level,
Approaches Grade Level, and Does Not Meet Grade Level.

(2) Region 4=Regional Education Service Center IV.

(3) School year 2015-16 data is reported as percentage at Level Il Satisfactory standard or greater.

(4) School year 2015—-16 data is reported as percentage at Level Il Satisfactory standard or greater.

SouRcE: Texas Education Agency, Texas Academic Performance Report, school years 2015-16 to 2017-18.

FIGURE 2-11
HOUSTON ISD AND STATE FOUR-YEAR DROPOUT RATES
SCHOOL YEAR 2017-18

GROUP HOUSTON ISD RATE STATE AVERAGE RATE
African American 13.8% 8.7%
Hispanic 12.6% 7.2%
White 13.0% 3.2%
American Indian 20.6% 8.1%
Asian 4.0% 1.7%
Pacific Islander 10.0% 5.9%
Two or More Races 7.6% 3.9%
Special Education 17.9% 9.6%
Economically Disadvantaged 12.8% 7.8%
English Learners 30.3% 17.3%
Total 12.6% 5.9%

SOURCE: Texas Education Agency, Texas Academic Performance Report, school year 2017-18.
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The English attainment of Houston ISD’s EL students is less
than the state average. According to Houston ISD’s Research
and Accountability Department’s school year 2018-19
report on TELPAS results, the district’s EL students scoring
Advanced High on TELPAS remained at 13.0 percent, the
same as in school year 2017-18, and less than the state
average of 16.0 percent. During school year 2017-18, 6.6
percent of Houston ISD’s EL students achieved language
proficiency and exited from EL status successfully, a decrease
from the school year 2016-17 rate of 8.6 percent. Among
Houston ISD’s EL students in grades one to 12, 38.0 percent
improved scores in language proficiency from school years
2017-18 to 2018-19, slightly greater than the state average
of 35.0 percent.

The Office for Improving Second Language Achievement,
a research program at Texas A&M Corpus Christi,
provides various resources for teachers and administrators
administering ESL and bilingual programs. Its 2006
publication Best Practices for English Language Learners
profiles programs, policies, and instructional practices
of schools in Texas that have demonstrated success with
ELs based on state and national assessments. The report
examines how programs, practices, and policies
contributed to the academic success of ELs participating
in bilingual education and dual language programs in
selected districts.

During 2001 and 2002, the Intercultural Development
Research Association conducted a national study to
identify the characteristics that contribute to high
academic performance in bilingual education programs.
The study examined 10 school districts and described
indicators of successful bilingual education programs. The
study included the following indicators: leadership; vision
and goals; school climate; linkages between central
administration and campus-level staff; school organization
and accountability; professional development; parent
involvement; staff accountability and student assessment;
staff  selection and recognition; and community
involvement. The study included the following findings
in successful districts, according to each of the
characteristics studied:

o leadership — each campus had principals that were
committed to the success of their bilingual education
program, had open and frequent communication
with staff, and were aware of the rationale for the
bilingual education program;

vision and goals — campuses had clear and visible goals;
school leadership set expectations for the students
and the teaching staff; teachers, administrators, and
parents were involved in establishing the vision and
goals for the program;

school climate — all administration and teaching staff
felt responsibility for establishing and maintaining a
safe school atmosphere;

linkages — teachers and campus administrators did
not feel isolated from central administration staff,
and the roles and responsibilities of central office staff
and campus staff were clear;

school organization and accountability — bilingual
education programs were integral components of
the campuses’ curriculum, and faculty and staff held
themselves accountable for the success of all students;

professional development — staff considered
planning and grade-level meetings as important
ways of conducting their professional development;
teachers that traveled for professional development
gave presentations and workshops for other teachers
on staff;

parental involvement — parents were strong advocates
of the bilingual education program and were
welcomed as partners with the school; local businesses
granted parents flex time to enable them to participate
in school activities held during the school day;

staff accountability and student assessment — the
campuses  studied used muldiple assessments;
administrators set clear and rigorous standards and
achievement levels; and schools used assessments in

the native language when appropriate;

staff selection and recognition — campuses selected
teachers for their bilingual education programs based
on academic background, experience in bilingual
education, proficiency in the target languages,
enthusiasm, commitment, and openness to change
and innovation; campuses recognized teachers for
students’ successes; and

community involvement - community
representatives shared campus facilities, and campuses
built relationships with businesses and community
representatives; senior citizens and retired individuals
participated in activities with the students.
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Houston ISD should implement a process for continuous
evaluation of the structure, staffing, instructional delivery,
and resources of the district’s supports for its EL students.

Highly skilled teachers are critical to the academic success of
all students, but even more so for students who face the
challenges associated with English language acquisition. The
district should identify the following challenges:

+ documenting the qualifications of teachers who
provide content instruction and English language
instruction to ELs within Houston ISD to determine
the qualification shortcomings of greatest concern;

+ determining if staff who are responsible for hiring
ELs have sufficient expertise in EL instruction to
make informed hiring decisions; consider centralizing
hiring practices to ensure that hiring managers have
sufficient understanding of EL needs; and

« surveying teachers of ELs to determine where they
perceive their own instructional challenges to
better tailor professional development focused on
instruction for ELs.

The Research

Muldilingual Program Department also should analyze

and Accountability Department and

projections for population growth among ELs. This analysis
should consider grade levels, language background, and
geographic distribution within Houston ISD, including the
use of mapping software to produce data visualizations.
These analyses should inform long-term staffing plans and
curricular material development and purchase. Such activities
cannot be accomplished at the individual campus level. They
require a districtwide perspective to facilitate strategic
planning, optimize economies of scale, and promote the use

of instructional materials aligned to student needs.

The district should focus professional development activities

on the following instructional practices that have

demonstrated positive effects on EL outcomes:

+ teaching academic vocabulary, including content-
area-specific and general academic vocabulary;

« integrating strategies that promote English
proficiency into content-area instruction, such as
strategies and tools that make content taught in
English comprehensible to ELs and opportunities for

ELs to discuss academic content in English;

+ providing structured opportunities for ELs to
develop written language skills, using language-

based supports and scaffolds such as writing
templates or graphic organizers;

« providing interventions for ELs struggling with
language or literacy development using small group
instruction that targets needs identified through
high-quality assessment practices, and

+ using peer learning opportunities, such as peer
tutoring or peer response groups in which a small
group of students discuss and share responsibility for
completing a task.

The district could implement this recommendation with

existing resources.

SCHEDULING (REC. 15)

Houston ISD lacks an effective process to ensure consistent
development of master schedules.

A master schedule consists of the classes offered at a campus,
with all of their associated terms, meeting times, teachers,
and rooms. Master schedules allow administrators to
schedule teachers, analyze student academic needs, assign
teachers to rooms and classes, and assure that students have
access to academic opportunities and supports.

According to Canady and Rettigs article “The Power of
Innovative Scheduling,” a well-crafted master schedule can
“result in a more effective use of time, space and resources;
improve instructional climate; help solve problems related to
delivery of instruction; and assist in establishing desired
programs and instructional practices.” An effective master
schedule can be a powerful enabler of transformation,
maximizing the efficient use of time and resources during the
school day.

At the elementary level, the master scheduling process
primarily involves scheduling special areas, such as art, music,
and physical education; student interventions; special
education services; and teacher preparation periods. The
master schedule can also clearly iterate instructional minute
alignment across grade levels and subjects. It is important to
ensuring that students have access to EL and special education
supports as required by their individualized education
programs or statute and that all students are receiving the
required amount of instructional time in each subject area.

At the secondary level, master scheduling is a complex process
that dictates whether every student that needs a course for
graduation has access to it. The master scheduling process
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assesses available teachers, what course sections can be offered,
required teacher certifications for course credit, and graduation
requirements. Master schedules determine teacher workload
and establish structures for teacher collaboration.

Ideally, the leadership teams develop master schedules during
the spring semester and distribute final versions to the faculty
and staff during the summer. The team developing schedules
can include principals, assistant principals, counselors,

registrars, and other leadership staff.

After each campus develops a finalized master schedule,
campus staff can then verify that individual student course
schedules are correct and meet student needs. As a component
of scheduling, principals verify the accuracy of student data,
as coded in the Public Education Information Management
System. Some campuses staff additional positions, such as
registrars or clerks, who input student data; however, the
campus principal ensures the accuracy of student data.

Houston ISD principals and campus leadership teams
typically approach the development of the master schedule as

a series of tasks, rather than a strategic, systemic process.

Although the district provides some trainings and documents
to guide campus leaders in the master scheduling process, the
resources are not strategic, robust, or comprehensive. District
staff provide principals with two annual scheduling trainings
and one required online course on the districts student
information system. However, the scheduled trainings
provided are not mandatory, and the district lacks a system
for ensuring that trainings effectively prepare campus
principals and leadership teams. During onsite interviews,
district staff indicated that Houston ISD needs to improve in
developing master schedules that align to student need.

Two district publications, Planning and Developing a Campus
Master Schedule and School Guidelines for school year 2018—
19, outline scheduling guidance for principals. The School
Guidelines state that “the principal is responsible for
supervision of the creation and maintenance of the master
schedule for the campus, including creating classes and
allocating teachers to classes. Administrative decisions
concerning the school calendar and bell schedules must be
made prior to scheduling classes with a time, teacher, and
room, and assigning students to classes. Schedules or class
assignments should be available for students no later than the
first day of school.” However, the district’s guidelines are
vague, lack detailed instructions for secondary campuses,

and do not link to additional scheduling resources.

The district’s written guidelines for scheduling lack clear
monitoring steps and dates. Without strong oversight of the
scheduling process, individual campus leadership teams may
deviate from the district-suggested process. If requirements for
scheduling deadlines are not enforced, some campus leadership
teams may not distribute master schedules in a timely manner.
If master schedules are not finalized with sufficient time before
the start of the school year, staff may not be able to review
individual student schedules for accuracy and alignment with
academic need. School counselors typically are responsible for
reviewing student schedules; however, campus principals at
non-Achieve 180 campuses are not required to staff counselors,
which further complicates schedule reviews. During onsite
interviews, district staff said that there is no enforced deadline
for campuses to develop a master schedule, which could allow
campuses to change master schedules throughout the year or

to not finalize a master schedule.

SSOs are tasked with supporting and monitoring principals;
however, Houston ISD staff indicated that some SSOs have
never received training in master scheduling and may have
limited capacity to support the master scheduling processes

at their assigned campuses.

Ineffective master schedules can result in inefficient use of
time and resources throughout the school day, and a lost
opportunity to enable academic transformations on
campuses in the district. Deficits in training and oversight
for Houston ISD’s master schedules may result in
inequitable or inefficient teacher workloads, decreased
opportunities for educator collaboration, and ineffective
scheduling of interventions and special education services.
Master schedules can help prevent the scheduling of EL
students in the wrong classes by ensuring the availability of
adequate spaces and teacher assignments.

Without strong monitoring of the master schedule and the
accuracy of individual student schedules, students could
enroll in incorrect or duplicative courses, or could fail to
attain the necessary credits for graduation. This issue could
be compounded for students with complex coursework and
academic needs, such as EL and special education students.

Failure to ensure that students have appropriate access to
opportunities to meet graduation requirements can be a
contributing factor to students dropping out of school,
particularly for students who are academically off-track.
According to the Texas Academic Performance Reports, from
school years 2011-12 to 2016-17, the four-year Houston
ISD dropout rates increased across most student subgroups.
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Without a strong master scheduling process, Houston ISD is
less able to offer optimal student-teacher ratios, streamline
noncore offerings and staff to align with graduation pathways,
support equitable access to course offerings for all students,

or maximize financial efficiency.

The University of California, Berkeley, College and Career
Academy Support Network (CCASN) advises establishing a
district system of support for master scheduling, including
“real efforts to create a community of practice around master
scheduling and regularly scheduled collaborative dialogues
involving both district and campus staff to understand and
address master scheduling needs and to co-create master

schedule solutions.”

The CCASN approach envisions master scheduling as a
collaborative, team process that includes the development of
guiding principles and priorities for ensuring equity, a focus
on student learning and stakeholder engagement.

Houston ISD should implement systemic approaches to
master scheduling, including improved training and oversight.

The district should establish and monitor districewide
deadlines for completion of master schedules. The district’s
efforts should include CAO staff conducting a randomized
audit of student course enrollment and schedules to monitor
effective practice and provide feedback to principals and staff.

The district should ensure that master schedules support
student access to interventions that are flexible and responsive
to student needs, and that the master schedule allows time
for adult conversations for planning and collaboration.
Office of Special Populations staff should assess master
schedules to ensure they meet individual student needs.

District staff should review existing training for principals
and campus leadership teams to ensure training addresses
how to meet the needs of both students and educators in the
scheduling process.

The chief strategy and innovation officer should establish
requirements for staff charged with registering students,
scheduling courses, and validating course data, and develop a
tracking mechanism to ensure that roles are filled with staff
meeting those qualifications.

The district also should establish a scheduling community for
all new principals, inviting others in need of additional
support. The district should provide quarterly virtual
meetings, led by SSOs with demonstrated scheduling

effectiveness, to share best practices and allow staff to explore
common scheduling problems with their peers.

The district could implement this recommendation with

existing resources.

WRAPAROUND SERVICES (REC. 16)

Houston ISD’s implementation of its wraparound services
initiative lacks effective coordination, planning, procedures,

and evaluation.

Wraparound Services is a board-sanctioned program that
informs students and their families about resources and
organizations that provide medical, mental, legal, or other
nonacademic resources to improve their well-being. Each
participating campus has a wraparound resource specialist
that seeks out the resources that students need so that they
can focus on their academic progress.

The Houston ISD board adopted policy FFC (LOCAL) in
November 2017, establishing a philosophy for wraparound
services and directing the superintendent to implement a
framework for wraparound services in Houston ISD
campuses. It states that the board “believes in the power of
every community and is determined to support every school
with a comprehensive districtwide plan to connect the
nonacademic supports needed to improve the well-being of
all stcudents.” The policy further states that these nonacademic
supports, also referred to as wraparound services or
community schools, address “critical issues such as mental
health and physical needs, food insecurity, lack of stable
housing, violence, incarceration of a parent, legal and crisis
support, and many other challenges that can have adverse
effects on a student’s readiness to learn.”

The policy further directs the superintendent to “develop a
regulation that provides a framework—including a
definition, processes, and goals—for community-based
wraparound services and to codify the district’s responsibilities
regarding support and implementation of wraparound
services” including “methods to identify nonacademic needs
of students and schools, to increase access to effective services
to meet students’ needs, and to set up robust governance
structures.” The policy also directs the superintendent to
“establish a team to facilitate implementation of the
wraparound services framework and support community-

driven sustainability.”

The district’s wraparound services initiative, also called Every
Community Every School, was implemented in school year
2017-18 and managed by the wraparound services director.
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FIGURE 2-12
HOUSTON ISD WRAPAROUND SERVICES MODEL
SCHOOL YEAR 2018-19

TIER SERVICES

Tier 3: Intensive
Tier 2: Targeted
Tier 1: Universal
All support services include:

* integrated student supports;

« expanded learning time and opportunities;
« family and community engagement; and
 collaborative leadership and practice.

Provision of intensive, systematic support for individual students (e.g., wraparound services)
Provision of services to specific groups of students that are at risk for additional difficulties

Schoolwide prevention and health promotion programs

SOURCES: Legislative Budget Board School Performance Review, March 2019; Houston ISD, school year 2018-19.

Figure 2-12 shows the districts model for wraparound
services, which includes three tiers of supports.

During school year 2017-18, Houston ISD identified a
need to provide wraparound services to students and
planned to pilot the program at a small number of campuses.
Rather than continuing with the pilot, the district decided
to implement the program in 60 campuses during school
year 2017-18.

The wraparound services director supervises 12 directly
reporting positions, including administrative staff and
managers. Wraparound services managers supervise 120
wraparound resource specialists who work directly in
campuses. Duties of wraparound resource specialists include
asset mapping in the community, scheduling philanthropic
meetings, conducting needs assessments, coordinating with
principals, and connecting students and families with

resources in the community.

Wraparound resource specialists provide supporting resources
for students and families at their assigned campus. These
resources include building relationships with students;
working with local apartment complexes to decrease the
number of family evictions; bringing in counselors from
local organizations to work with students on anger
management; pairing students with local mentors; and
offering students free bus passes, winter coats, and other
essential supplies.

Houston ISD uses a locally developed software program to
track common student needs and the work performed by
campus wraparound resource specialists. 'The Houston
Chronicle newspaper reviewed data from the district’s
wraparound services software program. The review found
that, during school year 2018-19, wraparound resource

specialists logged approximately 90,000 student check-ins or
observations, 21,500 instances of connecting students with
service providers, and 8,500 instances of providing direct
resources. According to the Houston Chronicle’s review of
software data and interviews with district staff, individual
specialists inconsistently use the software to log their
interactions and the supports provided, with specialist entries
in a school year ranging from fewer than 250 to thousands.

Hiring for wraparound resource specialists is managed at
the district level. However, adequate stafling for existing
wraparound services programs is not fully in place, in part
because budget requests reportedly have not aligned
with program installation. During onsite interviews,
district staff reported that budgetary approval came after
school year 2018-19 had begun, causing a delay in hiring
for positions. Staff indicated that the timeline for budgetary
approvals also was expected to be a challenge to effective
hiring for school year 2019-20. The Wraparound Services
Department also experienced significant turnover among
wraparound resource specialists between the first and
second years of implementation.

According to onsite interviews, some campus principals
do not prioritize or support the districts wraparound
services initiative consistently. As a result, specialists have
been assigned to support campuses in a capacity outside of
their intended role. For example, staff reported that
campus leaders task wraparound resource specialists with
cafeteria or

general administrative tasks such as

playground monitoring.

Houston ISD’s implementation of wraparound services
involved minimal coordination with other service providers

on campuses, such as social workers or counselors. Some
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campus staff indicated that they are unaware of the duties of
the wraparound resource specialists, or how they might be
able to collaborate to build partnerships.

The district also does not have a clear, rigorous process to
evaluate the effectiveness of the wraparound services
initiative. When interviewed, district staff were not able to
provide any documented performance metrics used to
evaluate the initiative.

Wraparound services provide necessary supports for students
to succeed academically and socially. However, failure to
plan, implement, and evaluate the initiative effectively could
result in financial inefficiencies and services that may not be
optimal for students. Failure to coordinate wraparound
services effectively with other campus support roles, such as
social workers and counselors, could lead to lost time and

ineflicient use of resources.

Child Trends, a national education research nonprofit
organization, issued a 2017 report on wraparound services
and described the following key components for effective
implementation in school districts:

 needs assessments;

+ coordination of supports;

+ integration within campuses;
+ community partnerships; and
+ data collection and tracking.

City Connects in Boston, a highly regarded wraparound
services initiative, established strong requirements for its staff
equivalent to wraparound resource specialists. City Connects
sets the ratio of coordinators to students at 400 to 1 and
requires staff to have a master’s degree in social work or
school counseling.

The Coalition for Community Schools, an alliance of
national, state, and local youth development, community
planning, family support, health, and other organizations,
including the National Education Association, also provides
resources and guidelines for effective wraparound services.

Houston ISD should develop, implement, and evaluate a
strategic plan for a long-term, comprehensive system of the

district’s wraparound services initiatives.

The district’s wraparound services director, in partnership
with a committee of stakeholders, should develop and

publish revised district implementation procedures,

including standardized reporting requirements for all
wraparound resource specialists.

District staff also should develop a long-term plan for
comprehensive wraparound services, and the board should

established,

documented, strategic timeline. The district should ensure

ensure that implementation follows an
that implementation includes building effective processes
and structures, increasing buy in, growing strong external
partnerships, and collecting data to evaluate services.

The district also should develop a rigorous program

evaluation plan for wraparound services. Program
evaluation should include input from all stakeholders,
and all findings should be presented transparently. The
district should determine comprehensive data to collect
and track, using effective district resources as a model.
The district should align wraparound services with larger
district improvement planning initiatives, to ensure an
integrated, effective approach to providing learning

supports to all students.

The district could implement this recommendation with

existing resources.

IN-DISTRICT CHARTER CONTRACT MONITORING (REC. 17)

Houston ISD lacks adequate structures, contract language,
and performance measures to monitor the effectiveness of

in-district charter campuses.

Charter schools are publicly funded, open-enrollment
schools that are exempt from some state laws and regulations
that govern traditional public schools. Charter schools
must adhere to the terms of a contract, or “charter,” that
enumerates the school’s mission, academic goals, fiscal
guidelines, and accountability requirements. In Texas,
charter schools are overseen by local school district
authorizers or the state authorizing office. The entity that
authorizes the charter school has the power to close a school
that does not meet the terms of its contract. An in-district
charter school is a school that has been awarded a contract

by a school district, not the state.

In an effort to increase school choice and equitable access to
education districtwide, Houston ISD awards contracts to
charter operators to organize and operate several in-district
charter campuses. Houston ISD contracts with eight
charter operators for 13 in-district charter campuses. Two
charter operators, Energized for Excellence Academy, Inc.,
and Energized for STEM Academy, Inc., operate multiple
charter campuses.
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FIGURE 2-13

HOUSTON ISD IN-DISTRICT CHARTER CAMPUSES GRADES SERVED, RATINGS, AND ENROLLMENT

SCHOOL YEAR 2018-19

CAMPUS GRADES ACCOUNTARBILITY RATING ENROLLMENT
Energized for Excellence Academy, Inc.

Early Childhood Campus Prekindergarten to kindergarten B 667
Elementary School Kindergarten to grade 5 1,682
Intermediate School Grades 6 to 8 B 522
Energized for STEM Academy, Inc.

Southeast High School Grades 9 to 12 B 315
Southeast Middle School Grades 6 to 8 F 333
Southwest High School Grades 9 to 12 B 200
Southwest Middle School Grades 6 to 8 A 218
Inspired for Excellence Academy, Inc.

Intermediate School Grades 5t0 8 D 227
Mount Carmel Academy

Mount Carmel Academy Grades 9 to 12 B 340
Connections Academy of Texas, LLC. (1)

Texas Connections Academy Grades 3to 12 C 5,696
Texas Southern University (TSU) (2)

TSU Charter Lab School Prekindergarten to grade 2 B 100
Leaders in Education, Inc.

Young Learners Prekindergarten A 1,344
Young Scholars Academy for Excellence, Inc.

Young Scholars Academy for Excellence Prekindergarten to grade 8 D 129
Total 11,773
NoOTES:

(1) Connections Academy of Texas, LLC, formerly was known as Texas Connections Academy at Texas, LLC.
(2) TSU Charter Lab School is paired with Houston ISD for accountability purposes and receives the same rating as the overall district rating.
SOURCE: Texas Education Agency, 2019 Accountability Listing and Student Enroliment, Public Education Information Management System,

Standard Reports, school year 2018-19.

Figure 2-13 shows Houston ISD’s in-district charter
campuses, grades served, accountability rating, and student
enrollment for school year 2018-19. Four in-district charters
received accountability ratings lower than Houston ISD’s
overall B rating. In-district charters’ accountability ratings
varied greatly, with some receiving A ratings, and others
receiving D and F ratings.

Houston ISD’s in-district charters have the flexibility to
develop their own curricula; however, they typically follow
the same testing schedule as the district. Teachers and
principals at charter campuses do not have to be certified.

The district negotiated three-year contracts for each in-
district charter campus, subject to annual renewals by the

board. In April 2019, the board voted 5-4 to authorize
charter contract renewals for school year 2019-20.

Houston ISD has limited structures for in-district charter
oversight and does not have an overall performance
management plan to monitor program effectiveness. As
autonomous entities, in district-charters are not formally
monitored for quality services to students, and there are no
publicly available criteria for charter authorization or

reauthorization.

The district assigns several positions to serve as contacts to
the in-district charter campuses. These include the charter
school business manager, and the SSOs and area
superintendents assigned to each in-district charter campus.
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The charter school business manager primarily supports in-
district charter campuses with operational support, such as
human resources and purchasing issues. The charter school
business manager said that the position is not tasked with
monitoring in-district charter campus budgets, and is not
responsible for academic oversight or monitoring of contractual
performance measures. District-level staff and charter
administratorsexpressed some confusionand misunderstanding
about the role of the charter school business manager and
oversight of the charter contracts. District-level staff stated that
financial monitoring of budgets and appraisal of the overall
quality of educational programs at in-district charter campuses
was the responsibility of the charter school business manager.
However, the charter school business manager said that the
position was not tasked with financial or educational oversight.

As at all Houston ISD campuses, an SSO supervises each in-
district charter principal. While SSOs provide similar
support and oversight to charter campuses as they do for
traditional campuses, they indicated no knowledge of the
charter contracts. Additionally, the district has not established
additional guidelines related to monitoring and oversight for
SSOs assigned to in-district charters. The position does not
have documented procedures to ensure continuity of
oversight when the district has turnover. During onsite
interviews, SSOs reported confidence in their ability to
monitor in-district charters. However, they rely on charter
operators to provide access and data and do not conduct
unannounced site visits or random audits of records or
information. SSOs also were uncertain regarding whether
district expectations for principals also applied to charter
campus principals. Each charter campus is assigned a
different SSO and a different area superintendent.

The positions assigned tasks related to in-district charter
campuses do not have sufficient communication to provide
effective, coordinated oversight of the charters. They do not
meet regularly to discuss management of the charters, and do
not have clearly defined roles and responsibilities.

District and charter staff said that oversight of in-district
charters has increased. They cited increased expectations of
student achievement data collection and the assignment of
SSOs for support and academic leadership. However, the
district’s organizational structure isolates the charter school
business manager’s oversight from SSO oversight, and does

not have a clear position responsible for contract monitoring.

The district provides performance reports for all district
campuses, including in-district charter campuses, on the

Research and Accountability website. However, the district
does not have public reports and performance evaluations
specifically dedicated to the educational, operational, or
financial performance of its in-district charters. There are no
public reports of audits of in-district charter effectiveness on
the Internal Audit website. The district does have a plan to
review in-district charter campuses’ principal, teacher, and
student retention rates.

ISD does not database or

information on in-district charter campus staff because

Houston maintain  a
they are not Houston ISD staff. However, the district
reportedly plans to develop a tracking system for contract
staff. Houston ISD also does not have a publicly available
vision statement related to provision of quality in-district
charter campus options.

The district’s lack of structures for oversight of in-district
charter campuses may have contributed to inconsistent
academic achievement. The district’s limited financial
oversight of in-district charters leaves it vulnerable to the
consequences that result from the closure of campuses that
are not fiscally sustainable. During school year 2017-18,
Victory Preparatory Academy, an in-district charter, closed
unexpectedly due to financial issues, forcing the district to
find last-minute placements for affected students.

Ineffective academic oversight may have contributed to
poor yearly progress for EL students in in-district charters.
Figure 2-14 shows the school year 2018-19 TELPAS
results for Houston ISD’s in-district charter campuses.
Houston ISD’s in-district charter campuses had an average
of 72.4 percent of EL students that did not improve on the
yearly progress measure for the school year 2018-19
TELPAS, which was significantly higher than the overall
district average of 62.0 percent. Although two of the charter
campuses included in the districts TELPAS reports had
lower rates of EL students that did not improve, other in-
district charters had rates up to 92.0 percent of EL students
that did not make a single year’s progress in language
proficiency during school year 2018-19.

The National Association of Charter School Authorizers
(NACSA) provides principles and standards for charter
school authorizers, including the following key standards:

+ maintain high standards for schools;
+ uphold school autonomy; and

« protect student and public interests.

LEGISLATIVE BUDGET BOARD STAFF — ID: 4986

TEXAS MANAGEMENT AND PERFORMANCE REVIEW — NOVEMBER 2019 73



EDUCATIONAL SERVICE DELIVERY

HOUSTON INDEPENDENT SCHOOL DISTRICT

FIGURE 2-14

TEXAS ENGLISH LANGUAGE PROFICIENCY ASSESSMENT SYSTEM RESULTS FOR HOUSTON ISD IN-DISTRICT CHARTER

CAMPUSES
SCHOOL YEAR 2018-19

CAMPUS

PERCENTAGE OF STUDENTS DEMONSTRATING NO GAIN
ON YEARLY PROGRESS MEASURE

Energized for Excellence Academy Elementary School
Energized for Excellence Academy Intermediate School
Energized for STEM Academy Southeast High School
Energized for STEM Academy Southeast Middle School
Energized for STEM Academy Southwest High School
Energized for STEM Academy Southwest Middle School
Inspired for Excellence Academy Intermediate School
Mount Carmel Academy

Texas Connections Academy

In-district Charter Average

Houston ISD Average

NoTE: No data were reported for three charter campuses.

58.0%
70.0%
55.0%
92.0%
79.0%
77.0%
69.0%
85.0%
67.0%
72.4%
62.0%

SouRceE: Houston ISD, Research and Accountability Department, 2019 Texas English Language Proficiency Assessment System Results,

school year 2018-19.

NACSA publishes 12 essential practices for charter school
authorizers. Figure 2-15 shows a comparison between
NACSA's best practices and Houston ISD’s practices.

A review of Houston ISD’s charter contracts demonstrated

the following weaknesses in contractual language:
« lack of individual site contracts;

+ governing law section does not mention the charter’s
governing board, which has authority for policy and
operational decisions;

+ limited program description;
+ vague performance standards;
financial, and

o lack of clear academic,

operational metrics;

« no requirement for performance audits and
evaluations; few guidelines on school operations;

« enrollment section does not address student transfers

and exits;

« facilities mentioned throughout, not in one section,
and with no policy for alterations, inspections, and
use of facilities;

+ few explicit guidelines on school finance;

+ limited employment specifications; and

+ lack of clear specifications about breach of contract,

termination, and dissolution.

Insufficient monitoring of in-district contracts results in risks
for Houston ISD students and taxpayers. Without a financial
monitoring process, the district may be unprepared for the
unexpected closure of campuses belonging to charters that
lack financial solvency and organizational stability. This
closure displaces students and increases the district’s burden
of ensuring that students receive high-quality education.
Ineffective contract language and management may put the
district at risk of financial loss.

Houston ISD should increase academic and financial
oversight of in-district charter campuses.

The district should task staff with contract-based oversight of
in-district charters, revise language for subsequent charter
renewals, implement a transparent process for reviewing and
authorizing contract renewals, and publish evaluation reports

for all stakeholders.

The superintendent should draft procedures that clearly
define the roles and responsibilities of district positions
involved with in-district charter campus oversight. These
positions include the charter school business manager, the
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FIGURE 2-15
BEST PRACTICES FOR CHARTER SCHOOL AUTHORIZERS
SCHOOL YEAR 2018-19

ESSENTIAL PRACTICE FOR CHARTER SCHOOL AUTHORIZERS

HOUSTON ISD PRACTICE

Have a published and available mission for quality authorizing.

Have staff assigned to authorizing within the organization
or by contract.

Sign a performance contract with each school.

Have established, documented criteria for the evaluation of
charter applications.

Publish application timelines and materials.
Interview all qualified charter applicants.

Use expert panels that include external members to review
charter applications.

Grant initial charter terms of five years only.

Require and/or examine annual, independent financial audits of
its charter schools

Have established renewal criteria.
Have established revocation criteria.

Provide an annual report to each school on its performance.

In-district charter campuses developed individual missions,
but no statement of Houston ISD vision for quality charter schools
was available.

Charter school business manager serves all in-district campuses.
School support officers (SSO) and area leadership vary by
assignment and year. It is unclear who is responsible for reviewing
and authorizing contracts.

Houston ISD contracts with charters, but it is unclear how
performance management is addressed in the contracting stage.

These criteria are not publicly available.

Does not occur.
This process is not described publicly.

This process is not described publicly.

This process is not described publicly.

These audits do take place.

These criteria are not publicly available.
These criteria are not publicly available.

This report is not provided.

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, March 2019; National Association of Charter School

Authorizers, 2019.

SSO, and the area superintendent. These procedures should
delineate the duties of each position with respect to contract
should provide guidelines for

monitoring,  and

communication and coordinated oversight.

The district should align the contract format to the NACSA
model charter contract. NACSA recommends that a quality
authorizer carries out the following actions:

+ execute a contract with a legally incorporated
governing board independent of the authorizer;

« grant charter contracts for an initial term of five
operating years or longer only with periodic high-
stakes reviews every five years;

 define material terms of the contract;

+ ensure mutual understanding and acceptance of the
terms of the contract by the school’s governing board
before authorizing or granting the charter; and

« enable and require contract amendments for occasional
material changes to a school’s plans, but not require
amending the contract for nonmaterial modifications.

The district should consider developing individual site
contracts, as NACSA strongly encourages authorizers to
execute an individual contract with each school it authorizes,
even when a single board governs multiple schools. This
expectation need not and should not result in burdensome
negotiations or costly legal fees. By using a uniform and
streamlined template for all of its schools, an authorizer can
develop a strong in-district charter campus contract for each

of its campuses.

The district should also expand the contract’s governing law
section. Specifically, NACSA recommends including sections
on bylaws, composition, affiliation, conflicts of interest, and

non-commingling of funds.

The district should restructure the contracts program
description. NACSA recommends that the education
program section include the design elements, content
standards, curriculum, graduation requirements for high

staff

assessment, and serving ELs and students with disabilities.

schools, staff qualifications, trainings, student
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The district should revise charter contracts to include
additional school performance standards and requirements
for an annual performance review of the charters” academic,

operational, and financial performance.

District staff also should update the subsequent contracts to
include additional guidelines on school operations. This
section could include public school status that specifies local,
state, and federal law and regulations that apply to charters;
nonsectarian status; open meeting and public records rules;

nondiscrimination; and the authorizer’s right to review.

District staff should develop charter contracts with a
restructured enrollment section, providing clear policy
related to student transfers and exits. The district should
consider developing one school facilities section that includes

policies for alterations, inspections and use of facilities.

District staff should consider adding a specific section on
financial management. NACSA recommends specifying the
following sections:

+ commonly accepted accounting practices and the

capacity to implement them;
+ a checking account;
+ adequate payroll procedures;
+ an organizational chart

« procedures for the development and review of monthly
and quarterly financial reports that specifically identify
the position that will be responsible for preparing such
financial reports in the following fiscal year;

« internal control procedures for cash receipts, cash

disbursements, and purchases; and

+ maintenance of asset registers and financial procedures
for grants in accordance with applicable state and
federal law.

In addition, the district should consider specific mention of
independentfinancial audits in accordance with governmental
accounting standards, and quarterly financial reports.

District staff also should consider expanding the employment
section to make specific reference to employee—agency
relationships, subcontracts, retirement plans, teacher members

in professional organizations, and background checks.

The district’s charter contract also should be revised to
include additional specifications on breach of contract,

termination, and dissolution. The district should consider
adding more specific information about termination by
authorizer, other remedies, termination by the school, and
dissolution and disposition of school’s assets upon

termination or dissolution.

The district should review principal, educator, and student
retention rates as part of the in-district charter campus
performance contract. The district should require in-district
charter campuses to complete an annual report outlining
effectiveness in student performance, retention of students
and staff, teacher and leader certification, fiscal responsibility,
and other indicators of school health. District staff should
prepare an annual one-page section in-district charter
campus quality report for public review. These resources are
important for parents and provide a public indication that
the district is monitoring in-district charter campus activities.

Since the time of the review, the district has amended charter
agreements for school year 2019-20 to include new language
addressing the lack of individual program descriptions; lack
of clear academic expectations; lack of clear financial
expectations; and lack of clear expectations about breach of
contract, terminations, and dissolution. The new language
also addressed the requirements of the Texas Public
Information Act. The district also audited the closing of
Victory Preparatory Academy.

The district could implement this recommendation with
existing resources.

ADDITIONAL OBSERVATIONS

During fieldwork, the review team observed additional issues
regarding the district’s programs and services to students,
staff, and the community. These observations are presented
for consideration as the district implements the report’s other
findings and recommendations.

o The

Department produces a high volume of well-

district’s  Research and  Accountability

researched evaluation reports for educational
programs. The assistant superintendent of research
and accountability solicits input from stakeholders
across academic departments when developing an
annual program evaluation plan. The department
leverages a partnership with Rice University’s
Houston Education Research Consortium to provide
additional staffing and expertise for evaluating
services and operations within Houston ISD.
Departmental staff meet with relevant leadership
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at the conclusion of the evaluation, document their
responses, and publish the reports for stakeholders
through channels including the district’s website
and email distribution lists. However, the district
lacks clear standards for follow-up action and
documentation upon receipt of an evaluation report,
does not have a schedule of program evaluation that
mandates regular evaluation of all major student
education programs, has not developed an associated
staffing plan, and might not be leveraging all
available resources for dissemination of completed

evaluation reports.

+ Houston ISD implemented a new structure for
its approach to response to intervention during
school year 2017-18 by appointing campus-based
Intervention Assistance Team (IAT) liaisons at
all campuses. These liaisons work directly with
Houston ISD’s IAT managers to serve students
with tiered instruction. However, the district has
not yet established the conditions and supports for
effective, consistent implementation of response to

intervention across all campuses.

« Houston ISD serves more than 12,400 early
childhood

prekindergarten, early childhood centers, and

students ages three to five in

in-district charters at local daycare facilities. The
district does not effectively evaluate early childhood
programs for alignhment with national standards.
It uses a product-dependent curriculum, provides
limited instructional resources, and lacks program
evaluation for all ages and placements of early

childhood students.

« Within Houston ISD’s
campus principals are the primary campus budget

decentralized  system,

authority and are responsible for complex budgetary
decisions. These decisions include staffing; use
of local, state, and federal funds; purchases of
instructional resources and materials; and campus
professional development. Houston ISD provides
principals with trainings, written guidelines, budget
analyst support, and a mentorship program for
new principals; however, these district supports
may insufficiently prepare principals for effective
financial decision making. The districc should
evaluate existing supports to identify additional
opportunities to build campus budget capacity
among principals. The Financial Management

chapter of this report recommends that the district
increase budget oversight for principals and develop
a process to link campus budgets with district and
school improvement planning.

FISCAL IMPACT

Some of the recommendations provided in this report are
based on state or federal laws, rules, or regulations, and
should be promptly addressed. Other recommendations are
based on comparisons to state or industry standards, or
accepted best practices, and the district should review to
determine the level of priority, appropriate timeline, and
method of implementation.

The Legislative Budget Board’s School Performance Review
Team did not assume a fiscal impact for the recommendations
in this chapter. Any savings or costs will depend on how the
district chooses to address these findings.
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3. FINANCIAL MANAGEMENT

For school year 2018-19, Houston Independent School
District (ISD) adopted a budget of approximately $2.0
billion. With $2.08 billion in adopted budgeted expenditures,
the district approved its deficit budget with a plan to spend
more than it receives in revenue. The budget deficit is funded
from the district’s fund balance.

ACCOMPLISHMENTS

¢ Houston ISD requires all staff to be paid by direct
deposit, which is an effective and efficient system that
provides timely processing of payroll for district staff.

¢ Houston ISD has centralized all activity funds and
has implemented an internal audit program to review
systematically the activity funds that are at greatest risk.

¢ Houston ISD’s Medicaid Finance and Consulting
Services Department provides Medicaid claiming
fund services to 101 school districts throughout Texas
and operates at a profit, which provides additional
funding for the district’s general fund.

FINDINGS

¢ Houston ISD lacks a strategic planning process to align
the district’s departmental budgets with its goals.

¢ Houston ISD lacks a process that ties campus-level
budget expenditures to the individual goals of school

improvement plans.

¢ Houston ISD lacks oversight and segregation of
duties for the fiscal administration of bond projects.

¢ Houston ISD’s Office of the chief financial officer
(CFO) does not provide timely financial reporting
that enables the board to perform budget monitoring
throughout the year.

¢ Houston ISD conducts limited capital budgeting
during the normal budget cycle apart from major,
bond-funded construction projects.

¢ Houston ISD’s board has not determined an optimal
threshold for reserves in the district’s general fund,
internal service funds, and enterprise funds.

¢ Houston ISD does not pay invoices on time
consistently, which increases the risk of paying

interest on overdue invoices.

Houston ISD lacks a process to enhance the enterprise
software system in a timely manner to address

operational efficiencies across the district.

Houston ISD lacks effective controls to process staff
terminations in the human resources and payroll
system, which results in overpayments.

Houston ISD’s Alternative Certification Program has
operated at an annual loss for the past three years, and
the trend appears to be continuing.

Limited communication among departments in the
CFO’s Office has resulted in operational separations,
resulting in a lack of coordination and decreasing

opportunities to promote efficiencies.

RECOMMENDATIONS

¢ Recommendation 18: Implement a strategic

planning and budget model that ties the district’s
departmental budgets to specific, measurable goals
outlined by the administration.

Recommendation 19: Tie campus budgets
to school improvement plan goals and hold
principals accountable for achieving the results on
their campuses when the budgets are approved.

Recommendation 20: Ensure that the CFO’s Office
provides fiscal oversight and accountability in
monitoring construction projects, provides input
during the planning stages, and advises the board
as project overruns and savings are identified.

Recommendation 21: Prepare updated financial
statements comparing actual amounts to
budgeted amounts and share the information with
the board monthly, highlighting major budget
variances and including budget amendments that
require board approval.

Recommendation 22: Track and prepare an ongoing
list of capital needs and develop a capital needs
budget for presentation to the board annually.

¢ Recommendation 23: Establish a board policy

that mandates a required level of unrestricted
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fund balance for the general fund, internal service
funds, and enterprise funds.

accountability
and decrease the number of invoices paid late by
deducting from departmental and campus budgets
late payment charges billed to the district by vendors.

¢ Recommendation 24: Promote

¢ Recommendation 25: Implement the modules
approved by the board for the district’s enterprise
software system and establish an implementation
and prioritization committee to help guide system
upgrades and address identified operational
inefficiencies districtwide.

¢ Recommendation 26: Strengthen the process for
staff terminations in the human resources and
payroll system to eliminate overpayments, and
complete the corrective action plans recommended
by external and internal auditors.

¢ Recommendation 27: Increase the annual revenue
of the alternative certification program to meet
operating expenses, or eliminate the program and
seek partnerships with other certifying organizations
to meet Houston ISD’s ongoing needs.

¢ Recommendation 28: Resume regular weekly staff
meetings with department managers to exchange
information, inform staff, and seek opportunities to

increase efficiencies and collaboration across teams.

BACKGROUND

An independent school districts financial management
function administers a district’s financial resources and plans
for its priorities. Administration may include budget
preparation, accounting and  payroll, administrative
technology, and auditing. Planning may include aligning a
districts budget with its district and campus priorities,
allocating resources, and developing a specified set of

districtwide goals.

Budget preparation and administration are critical to overall
district operations. Financial management includes budget
development and adoption, oversight of expenditure of funds,
and involvement of campus and community stakeholders in
the budget process. Managing accounting and payroll includes
developing internal controls and safeguards, reporting account
balances, and scheduling disbursements to maximize funds.
Management of this area includes segregation of duties, use of
school administration software systems, and providing staff

training. State law requires all school districts to have an
external auditor review the districts compliance with
established standards and practices. The audit provides an
annual financial and compliance report, an examination of the
expenditure of federal funds, and a report to management on
internal accounting controls.

Houston ISD’s chief financial officer oversees the district’s
financial management. For school year 2018-19, the CFO’s
Office budget was approximately $13.7 million, excluding the
enterprise fund budget for Medicaid Finance Consulting
Services of $8.4 million. The CFO also serves as the financial
adviser to the superintendent and the Houston ISD Board of
Education. The CFO’s Office manages the following functions:

+ budget and distribute district resources;
* maximize revenues;

+ maintain public trust and confidence by providing

complete, timely, and accurate financial information;

+ safeguard assets by maintaining and continuously

improving internal controls;

+ implement consistent application of sound

management practices and controls; and

+ understand and respond to internal and external

.
customers’ business needs.

The CFO’s Office includes 302 staff distributed among the

following departments:
+ Controller’s Office — 72;
+ Budget /Financial Planning Department — 47;
+ Benefits Department — 25;

+ Medicaid Finance Consulting Services (Enterprise

Fund) — 49;

+ Business Logistics and Purchasing Department —
106; and

+ Tax and Finance Management Attorney — 3.

Figure 3-1 shows the organization for the CFO’s Office and
the departments in the district reporting to the CFO.

The CFQO’s Office also oversees the Medicaid Finance and
Consulting Services (MFCS) Department, but it operates as
a separate Enterprise Fund. An enterprise fund provides
goods or services for a fee. The MFCS budget was
approximately $8.4 million for school year 2018-19.
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FIGURE 3-1
HOUSTON ISD CHIEF FINANCIAL OFFICER’S OFFICE
SCHOOL YEAR 2018-19

Chief Financial Officer

Senior Executive

Administrative Assistant

| |
Medicaid Finance Controller
General Manager
Tax and Finance
Manager Attorney

Budget/Financial
Planning Officer

Benefits General
Manager
Business Logistics
and Purchasing Officer

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

Houston ISD also has an Office of Internal Audit led by the
chief audit executive, who reports directly to the board. The
Office of Internal Audit consists of 17 staff including the
chief audit executive.

The role of the Office of Internal Audit is defined by the
Internal Audit Activity Charter, which is established by the
Audit Committee of the Houston ISD board as part of its
oversight responsibilities. The Office of Internal Audit
evaluates risks and related internal controls throughout the
district. That responsibility is implemented through the
following steps:

« confirming that the internal controls, as established
and represented by management, are adequate in
relation to related risks;

+ confirming through compliance testing and other
procedures that the process operates effectively and
efficiently, as intended; and

« reporting the results of audit work performed and
offering recommendations for improving the internal
control process.

In addition, the department conducts investigative audits
as necessary to assist management in the deterrence and
detection of fraud and fraud risks. The frequency and
scope of auditing the internal control process is determined
by the chief audit executive as approved by the board’s
Audit Committee.

Houston ISD also is required to perform an annual audit of
the district’s financial statements by an independent
external auditor and file a copy of the audit report with the
Texas Education Agency (TEA). The district’s school year
2017-18 financial audit was conducted by Weaver and
Tidwell, LLP.

FIGURE 3-2
HOUSTON ISD GENERAL FUND BALANCES
SCHOOL YEARS 2015-16 TO 2017-18

(IN MILLIONS)
CATEGORY 2015-16 2016-17 2017-18
Beginning Fund Balance = $646.2 $738.2 $701.8
Ending Fund Balance $738.2 $701.8 $612.7
Increase/(Decrease) $92.1 ($36.4) ($89.2)
Percentage change 14.3% (4.9%) (12.7%)

from previous year

NoOTE: Some amounts may not add due to rounding.

SouRcE: Texas Education Agency, Public Education Information
Management System Financial Data, school years 2015-16 to
2017-18.

Figure 3-2 shows Houston ISD’s fund balances for school
years 2015-16 to 2017-18. A fund balance is the amount
of district assets in excess of liabilities. These assets could
include investments, delinquent taxes, accounts receivable,
and inventories. The fund balance has decreased by
approximately $126.0 million from school years 2015-16
to 2017-18. TEA recommends a minimum unrestricted
fund balance of approximately two and one-half months of
operating expenditures. Houston ISD’s fund balance met
this standard for school years 2015-16 to 2017-18.

The Legislative Budget Board’s School Performance Review
Team visited the district in February 2019. At the time of
the visit, the state’s funding structure required Houston
ISD to make a recapture payment pursuant to the Texas
Education Code, Chapter 41. Recapture is an element of
the state’s school finance system that is intended to equalize
educational funding by redistributing revenue from
property-wealthy districts to property-poor districts.
Houston ISD became subject to recapture during school
year 2016-17.
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:Igll:s:O:;N::SD GENERAL FUND FINANCIAL DATA, SCHOOL YEARS 2015-16 TO 2018-19

CATEGORY 2015-16 2016-17 2017-18 2018-19 (1)
Revenue

Local Tax $1,529,263,318 $1,512,470,194 $1,505,922,055 $1,728,092,547
Other Local and Intermediate $16,992,241 $20,030,151 $28,656,369 $21,074,717
State $272,213,563 $159,777,753 $243,073,835 $215,146,388
Federal $6,084,051 $6,988,840 $8,381,410 $13,031,351

Total Revenue

Operating Expenditures (2)

11 Instruction

$1,824,553,173

$1,004,946,452

12 Library and Media Services $5,551,882
13 Curriculum and Staff Development $31,464,690
21 Instructional Leadership $20,501,219
23 School Leadership $135,825,044
31 Guidance and Counseling Services $41,099,892
32 Social Work Services $2,219,249
33 Health Services $16,689,304
34 Transportation $49,921,447
35 Food $28,775
36 Extracurricular $15,530,793
41 General Administration $33,100,182
51 Plant Maintenance and Operations $161,105,910
52 Security and Monitoring $24,164,168
53 Data Processing Services $70,517,543
61 Community Services $2,196,933

Total Operating Expenditures

$1,614,863,483

$1,699,266,938

$1,786,033,669

$1,977,345,003

$975,234,695 $1,013,285,075 $889,510,266
$7,611,038 $9,110,780 $6,431,199
$21,056,499 $26,994,866 $15,904,206
$22,268,668 $20,236,431 $12,146,830
$130,282,922 $148,075,733 $128,708,219
$40,441,387 $47,412,822 $39,808,046
$1,990,433 $1,699,272 $7,503,623
$17,145,888 $18,653,686 $15,779,777
$56,334,727 $62,299,305 $47,720,599
$0 $0 $0
$15,739,181 $19,241,937 $16,327,359
$40,586,800 $37,676,235 $545,903,457
$174,979,381 $221,676,748 $151,497,246
$23,661,897 $24,805,023 $20,715,910
$63,590,473 $62,248,490 $137,100,411
$2,107,848 $2,292,234 $457,695
$1,593,031,837 $1,715,708,637 $2,035,514,843

NoOTES:
(1) Data for school year 2018—19 are budgeted.

(2) Category numbers are the numerations used by the Texas Education Agency to classify expenditures.
SouRCE: Texas Education Agency, Public Education Information Management System Financial Data, school years 2015-16 to 2017—-18 actual

data and 2018-19 budgeted data.

The review team assessed Houston ISD’s operations based on
the school finance system in effect during the onsite visit.
However, House Bill 3, Eighty-sixth Legislature, 2019, made
significant changes to the Foundation School Program that
affect the amount of state aid that the district receives and its
recapture payment obligations. Pursuant to House Bill 3,
Houston ISD will not make recapture payments for school year
2019-20, and will pay an estimated $45.4 million for school
year 2020-21. The district also will receive increased state and
local revenue for the next two school years compared to what it
would have received before the law’s enactment. These total
increases amount to an estimated $97.5 million for school year
2019-20, and $124.8 million for school year 2020-21.

Figure 3-3 shows Houston ISD’s actual financial data for
school years 2015-16 to 2017-18 and budgeted financial data
for school year 2018-19 for the general fund.

As shown in Figure 3-3, the largest expenditure categories for
each of these years are instruction and plant maintenance and
operations. School leadership, data processing services,
transportation, and guidance and counseling services also were
significant expenditure categories. For school year 2018-19,
general administration expenses increased to $545.9 million
from $37.7 million during school year 2017-18. The district
told the review team that it reported general administration
expenses erroneously to the Public Education Information
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FIGURE 3-4
HOUSTON ISD TAX RATE COMPARED TO PEER DISTRICTS
SCHOOL YEARS 2015-16 TO 2017-18

RATE HOUSTON ISD AUSTIN ISD DALLAS ISD CYPRESS—FAIRBANKS ISD
2015-16

Maintenance and Operations (M&O) $1.03 $1.08 $1.04 $1.04
Interest and Sinking (1&S) $0.17 $0.12 $0.24 $0.40
Total Tax Rate $1.20 $1.20 $1.28 $1.44
2016-17

M&O $1.03 $1.08 $1.04 $1.04
1&S $0.18 $0.11 $0.24 $0.40
Total Tax Rate $1.21 $1.19 $1.28 $1.44
2017-18

M&O $1.04 $1.08 $1.04 $1.04
1&S $0.17 $0.11 $0.24 $0.40
Total Tax Rate $1.21 $1.19 $1.28 $1.44

SouRCE: Texas Education Agency, Public Education Information Management System Financial Data, school years 2016-17 to 2017—18.

Management System. Food Services is an enterprise fund and
is not included in the general fund budget.

Peer districts are districts similar in size and other characteristics
to Houston ISD that the review team uses for comparison
purposes. The review team selected three school districts,
Austin ISD, Dallas ISD, and Cypress—Fairbanks ISD as peer
districts for Houston ISD. Figure 3—4 shows that Houston
ISD had a higher total tax rate than one of its peer districts for
school years 2016-17 and 2017-18 and a lower total tax rate
than two of its peers for the three-year period.

School districts in Texas receive two financial accountability
ratings, the School Financial Integrity Rating System of Texas
(FIRST) and Smart Score. FIRST is Texas school financial
accountability rating system intended to hold public schools
accountable for the quality of their financial management
PRACTICES, and for the improvement of those practices. The goal
of FIRST is to encourage school districts to provide the

maximum allocation possible for direct instructional purposes.
The Smart Score rating measures academic progress and
spending at Texas’ school districts and campuses. These ratings,
which range from one star (low) to five stars (high), indicate a
district’s success in combining cost-effective spending with the
achievement of measurable student academic progress. Smart
Score rates academic and spending ratings as low, average, or
high. The district and campus Smart Score calculations use
three-year averages to calculate more stable and consistent
measures with less year-to-year volatility. The 2019 Smart Score
rating results use data from school years 2015-16 to 2017-18.

Figure 3-5 shows Houston ISD’s FIRST and Smart Score
ratings compared to peer districts. Houston ISD and all three
peer districts scored a FIRST rating of A/Superior for school
year 2017-18. Houston ISD has scored A/Superior for each of
the last five years, except school year 2014-15, when the top
rating for FIRST was Pass. During school year 2018-19,

FIGURE 3-5

HOUSTON ISD FIRST AND SMART SCORE RATINGS COMPARED TO PEER DISTRICTS

SCHOOL YEAR 2018-19

DISTRICT FIRST RATING SMART SCORE SMART SCORE ACADEMIC PERFORMANCE SMART SCORE SPENDING
Houston ISD A/Superior 4 Average academic progress Very low spending
Austin ISD A/Superior 3 High academic progress High spending

Dallas ISD A/Superior 3 High academic progress High spending
Cypress—Fairbanks ISD  A/Superior 5 Very High academic progress Very low spending

NoTe: FIRST=Financial Integrity Rating System of Texas.

SOURCES: Texas Education Agency, Financial Integrity Rating System of Texas, school year 2017—-18; Texans for Positive Economic Policy,

2019 Smart Scores.
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FIGURE 3-6
HOUSTON ISD STAFF SURVEY RESULTS
FEBRUARY 2019

Site-based budgeting is used effectively.

Funds are allocated fairly.

Campus administrators are well-trained in fiscal management techniques.

The district’s financial reports are easy to read and understand.

The district’s financial reports are readily available to parents and the community.

0.0%
O Agree

@ Disagree

10.0% 20.0% 30.0% 40.0% 50.0% 60.0%
M Not available or do not know

SOURCE: Legislative Budget Board School Performance Review Team; February 2019.

Houston ISD received a 4.0 Smart Score, with an academic
performance rating of average academic progress and a very
low spending rate. Houston ISD’s school year 2018—19 Smart
Score rating is higher than two of its peer districts.

A survey conducted by the review team before the onsite
visit indicated that district staff disagree overall that the
financial management of the district is efficient and effective.
Figure 3—6 shows the results of the district staff survey.

DETAILED ACCOMPLISHMENTS

DIRECT DEPOSIT

Houston ISD requires all staff to be paid by direct deposit,
which is an effective and efficient system that provides timely
processing of payroll for district staff.

The district distributes payroll to all staff through direct deposit
or pay cards. A staff website facilitates a fast, convenient, and
easy way for staff to view and print pay statements. According
to NACHA (formerly the National Automated Clearing
House Association), savings per check for a district using direct
deposit can range from $2.87 to $3.15. These savings are
significant considering the number of staff.

CENTRALIZATION OF ACTIVITY FUNDS
Houston ISD has centralized all activity funds and has
implemented an internal audit program to review systematically
the activity funds that are at greatest risk.

Activity funds are established to direct and account for funds
used to support school-related student activities. The amount of
activity funds processed in fiscal year 2018 at Houston ISD was
approximately $40.0 million. During calendar year 2015, the
district centralized all activity funds so that all deposits and
disbursements are processed through the central business office
enterprise system. The centralized system requires that all funds
are deposited to an account controlled by the district, rather
than accounts established by campuses or organizations, which
decreases the risk of malfeasance and ensures uniform processing
of activity funds. In addition, the Office of Internal Audit
performs regular audits of the activity funds that are at greatest
risk and makes recommendations for improving oversight and
increasing internal controls to safeguard the funds.

MEDICAID FINANCE AND CONSULTING SERVICES
PROFITABILITY

Houston ISD’s Medicaid Finance and Consulting Services
Department provides Medicaid claiming fund services to
101 school districts throughout Texas and operates at a
profit, which provides additional funding for the district’s
general fund.

The district established the Medicaid Finance and Consulting
Services (MFCS) Department to provide professional
consulting and decision support services to other school
districts to maximize their Medicaid revenue and provide
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School Health and Related Services (SHARS) training that

meets Medicaid regulatory compliance.

MFCS charges districts from 3.0 percent to 5.0 percent of
the amount claimed and received, depending on the level of
service provided. The department has staff dedicated to
working with school districts, and staff that work only on
Houston ISD claims. The MFCS Departments positive
work includes the following examples:

¢ department staff have more than 20 years of
experience in SHARS billing;

+ during the past 10 years, the district has sustained a
client retention rate of 70.0 percent;

« the department offers lower fees to all Texas districts
through a competitive fee structure;

+ the web-based SHARS billing system, eSHARS, is
user-friendly and decreases processing time for all
aspects of servicing and billing; and

« as of February 2019, 101 school districts are being served.

For the fiscal year ending June 30, 2018, the operational
results of the MFCS Department included a profit of
approximately $1.3 million. These results represent a 51.0
percent profit after all operating expenditures, including
payroll, have been considered. The profits derived from the
MEFCS Department represent additional resources that the
district has been able to transfer to the general fund to
support district operations and programs.

DETAILED FINDINGS
STRATEGIC BUDGETING (REC. 18)

Houston ISD lacks a strategic planning process to align the
district’s departmental budgets with its goals.

Although campus budgets are determined by student
enrollment counts, department budgets are developed
primarily by using the previous year’s budgeted amounts. The
Budgeting and Financial Planning Department prepares a
budget book annually, with input from the district’s department
chiefs. The budget book outlines the district’s budget guidelines
and details its budget development process. Department chiefs
are the executive leadership positions in the administration for
their area of responsibility. During school year 2018-19,
Houston ISD had 14 department chiefs that developed
departmental budgets. The chief operating officer, chief
academic officer, and chief technology officer manage the
departments with the largest operating budgets.

The superintendent reviews the compiled budgets for the
district before Budgeting and Financial Planning Department
stafl present them to the school board in ecarly June as a
recommended budget. The superintendent’s leadership team
reviews budget increase requests and recommends overall
prioritization of programs and activities. The school board
analyzes the documentation and conducts public hearings
and workshops to get input from the community on district
spending plans. After final revision and amendment, the
board formally adopts the budget in late June.

During calendar year 2010, Houston ISD was involved in a
strategic planning process that identified the following five

core initiatives to transform the district:
(1) effective teacher in every classroom;
(2) effective principal in every school;
(3) rigorous instructional standards and supports;
(4) data-driven accountability; and

(5) culture of trust through action.

These initiatives appear in the district improvement plans (DIP)
for school years 2011-12 and 2012-13, but not in the school
year 2013—14 DIP. The district has made no further updates to
the strategic initiatives website since school year 2012-13.

In October 2016, the Budgeting and Financial Planning
Department staff recommended to the superintendent and
administration officials a more strategic approach to
budgeting for the school year 2017-18 budget cycle, during
which Houston ISD became subject to recapture through
the school finance system.

Figure 3—7 shows the budget planning process presented to the
district administration for consideration. The process begins in
October with a planning and prioritization phase that would
provide district leaders time to plan for the effects of recapture
and link the future budget to the district’s priorities.

According to interviews with district staff, the administration
determined that the process would be too time-consuming and
require too many resources to implement. Administration
continued the district’s existing approach, which bases the new
budget on the previous year’s budget. Following the presentation,
limited planning took place to align district and departmental
goals with limited financial resources and prepare the district for
the effects of recapture. The current budget process of basing the
new budget on the previous years budget does not identify
stated priorities for each department or tie funding levels for
each department to documented goals for the coming year.
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FIGURE 3-7

HOUSTON ISD BUDGET PLANNING CHART
SCHOOL YEAR 2017-18

PHASE 2: PHASE 3:
PHASE 1: ANALYZE CURRENT ALIGN AND PAY FOR PHASE 4: PHASE 5:
PLAN AND PRIORITIZE PERFORMANCE PRIORITIES (DECEMBER BUILD BUDGET IMPLEMENT PLAN AND
CATEGORY (OCTOBER) (NOVEMBER) TO JANUARY) (FEBRUARY TO JUNE) MEASURE (ONGOING)
Goals * organize » analyze current « align people and * balance budget  build internal
committees; performance; technology to tradeoffs; and capacity; and
- set strategy; « define initiatives; priorities; « adopt annual « plan for continuous
- priority definition; and « identify top savings budget improvement
and + estimate cost of options;
« start engaging priorities * engage the board
stakeholders following this
phase
Participants  * superintendentand < superintendentand ¢ superintendentand -« superintendentand < steering committee;
cabinet; and cabinet; cabinet; and cabinet; - working team;
» department heads < department heads; <+ budgeting * individual « research and
« budgeting departments; analysis;
(finance); and » schools; and « procurement; and
» research and * budgeting team « other— TBD
analysis
Purpose « identify the major » review and analyze - define initiatives by « build school * monitor
and services and current learning aligning wish list to and department performance;
Outcomes service levels or performance; priorities; budgets; . enforce
programs provided . root cause « prioritize spending  + validation and accountability —
by departments; analysis; and based on fiscal reconsideration; appraisals?; and
and « analysis of costs constraints; and - RAH approval - other—TBD
* set priorities associated with - priority (March); and
operational communication « final budget
services adoption (June)
Meetings * introduction to » analyze student « developed ranked  TBD, per budgeting TBD
and process in cabinet; performance; list of investment
Activities « compile list of « analyze PRAT priorities;
programs and results; and » develop ranked
services provided - analyze costs list of programs
in the district; and associated with and activities for
+ identify list of operational reduction; and
priorities programs (top 5 « stakeholder
spenders) collaboration
Tools Priorities and
Programs template
Deliverables TBD TBD
Risks TBD TBD

NoTEe: TBD=to be determined; RAH=Resource Allocation Handbook; PRAT=Program Resource Allocation Totals.
SouRCE: Houston ISD, February 2019.

Figure 3-8 shows Houston ISD’s student enrollment and
general fund budget for school years 2016-17 to 2018-19.
Enrollment decreased by 5,636 students and the general

school year.

June when the board formally adopts the budget for the next

fund budget increased by 27.7 percent. Figure 3-10 shows 1nformat10n.p.resented al.t t}}e ,February
1, 2018, budget workshop outlining the district’s budget

Figure 3-9 shows the timeline of activities in the fiscal year strategy during the past few years. The strategy primarily is

2019 budget book associated with the process of preparing reactive and focuses on the district’s challenges rather than

the budget. The process begins in November and ends in its goals.
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FIGURE 3-8

HOUSTON ISD ENROLLMENT AND GENERAL FUND OPERATING BUDGET

SCHOOL YEARS 2016-17 TO 2018-19

(IN MILLIONS)

CATEGORY 2016-17 2017-18 2018-19 2018-19 CHANGE FROM 2016-17 PERCENTAGE CHANGE
Enroliment 215,408 213,528 209,772 ($5,636) (2.6%)
General Fund Operating Budget (1) $1,593 $1,716 $2,035 $442 27.7%

NoTE: (1) Amounts shown are actual amounts for school years 2016-17 and 2017-18 and budgeted amounts for school year 2018-19.
Amounts are rounded to millions. Excludes debt service and capital outlay.
SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

FIGURE 3-9
HOUSTON ISD BUDGET DEVELOPMENT TIMELINE
FISCAL YEAR 2019

Department budget requests
submitted to Budget Office.
)

Department budget requests reviewed

hg superintendent's cabinet. Budget workshop with Board of

Cabinet submits changes to Education and public.

(uhAinet ; department budgets, based
Budget Office feview o on program review. Superintendent receives school year
Schools and departments develop compiles budget P";!l"lmlst 2017—18 revised budget based on
management plans. requests. anaresulls- 4 Board of Education adopts | Board of Education and community
] per-unit allocation. feedback.
E Enrollment P!Jbﬁ[ hearing to
i projections Campus budgets discuss proposed tax
E completed. submitted. rate and school year
i @ 2018-19 budget. @
Nuvember 2017 Junuary 2018 February 2018 March 2018 o April 2018 May 2018 June 2018
) o ; i Notice of i
. Harris County Appraisal otice 0 !
:’i:?u':‘::\lﬂfy ::ggd?s:lljos:(::z? District provides certified proposed fax rate i
i i ublished. [
forecast. financial outlook estimate of appraised values. P Board of Education

with Board of
Education.

SouRCE: Houston ISD, February 2019.

approves school year
2018—19 recommended
budget.

Superintendent presents
preliminary budget fo Board of
Education and community.

FIGURE 3-10
HOUSTON ISD BUDGET STRATEGY, FEBRUARY 2018

STEP

DESCRIPTION

Determine shortfall

Lessen impact on campuses

Ensure reductions proportional to overall share of district budget

SouRCE: Houston ISD Budget Book presentation, February 2018.

$208.0 million = available funding - budget needs and priorities

* 44.0% schools reduction
* 56.0% department reduction

Example: Business Operations

* 29.0% share of department budget available to cut
* 29.0% share of department reduction

None of the budget planning guidelines in the school
year 2018-19 budget book address how increases or
decreases in funding advance departmental plans, nor are
any of the districtwide goals mentioned or associated with
financial resources.

According to interviews with the superintendent and the
Budgeting and Financial Planning Department, the

superintendent informed the department chiefs regarding
the amount of budget decreases required for their departments
for school year 2018-19. The department chiefs then were
tasked with deciding how best to allocate the decreases within
their departments.

Figure 3-11 shows the departmental budget request
spreadsheet that the CFO sends to every department chief.
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FIGURE 3-11
HOUSTON ISD DEPARTMENTAL BUDGET TEMPLATE
FEBRUARY 2019

Choose Chief
2018-2019 Budget Request Reduction Summary
2018-2019 Position Actions

Chief Financial Officer

Cost of Position Opens (automatically populates if data entered on tab 3)

Credit for Position Closes (automatically populates if data entered on tab 4)

Total 2018-2019 Position Changes

2018-2019 Non-Salary Budgets

2017-2018 Original Budget Non-Salary +/- Permanent Transfers
2018-2019 Non-Salary Budget Entered

Non-Salary Budget Variance

2018-2019 Reduction Amount (enter amount provided by your Chief)

2018-2019 Reduction Balance

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

The CFO uses the previous years budget and proposed
decreases for the current year to develop the template.

Figure 3-12 shows the general fund budgets by chief for
school years 201617 to 2018-19, including the changes
from school years 2017-18 to 2018-19 and from 201617
to 2018-19 for comparison. Although the district has
reorganized departments, renamed divisions, and reorganized
staff positions considerably within the general fund budget,
the net effect of these changes from school years 2016-17 to
2018-19 is an increase of $164.7 million for the period,
Approximately $102.0 million of this amount shown in the
districtwide services category was an increase in the amount

of the recapture payment to the state during that period.

The areas with budget decreases include the chief
communications officer, chief human resources officer, chief
of staff, chief technology officer, general counsel, and schools.
The decreases are, in some cases, the result of transfers among
the budget categories. For example, the Achieve 180 budget
of approximately $10.0 million was moved from schools to
the chief academic officer’s budget. The funds still are
provided to the schools and the change is a transfer among
budgets. The $4.6 million decrease shown for schools does
not mean that schools are receiving less funds, but that the
funds are allocated and budgeted differently.

Figure 3-13 shows the staffing changes by district chief
from school years 2016-17 to 2018-19. The number of
(FTE)
decreased by approximately 138.0 from school years 2017-18

full-time-equivalent positions in the district

t0 2018-19. The net change in stafling positions is the addition
of 8.8 FTE positions from school years 2016-17 to 2018-19.

During onsite interviews, district staff said that Houston
ISD is planning to implement additional staff cuts for school
year 2019-20.

Figure 3-14 shows the Houston ISD general fund budget
by category from school years 2016-17 to 2018-19. Not
considering recapture, the general fund budget has increased
more than $60.0 million during the three-year period. This
increase occurred despite the district’s net budget decreases
of $52.9 million from school years 2016-17 to 2017-18.
This amount represents an increase in the general fund
budget of 3.34 percent for the period after removing the
effects of the increase in recapture payments. Enrollment
decreased during this period by 5,636 students, or 2.6
percent, from 215,408 to 209,772.

As part of the school year 2018-19 budget development
process, Planning and Budgeting Department staff developed
a three-year projected budget from fiscal years 2020 to 2022,
assuming no salary increases and no change in the number of
positions during this period, and that enrollment would
remain unchanged, despite enrollment decreases during the
previous three fiscal years.

Figure 3-15 shows the district’s budget projections from
fiscal years 2020 to 2022 and the adopted budget for fiscal
year 2019. The fund balance also is affected. Considering the

assumptions of no salary increases and unchanged enrollment,

88  TEXAS MANAGEMENT AND PERFORMANCE REVIEW — NOVEMBER 2019

LEGISLATIVE BUDGET BOARD STAFF — ID: 4986



HOUSTON INDEPENDENT SCHOOL DISTRICT

FINANCIAL MANAGEMENT

FIGURE 3-12

HOUSTON ISD GENERAL FUND BUDGET BY CHIEF

SCHOOL YEARS 2016-17 TO 2018-19

2018-19 CHANGE PERCENTAGE

CHIEF 2016-17 2017-18 2018-19 FROM 2016-17 CHANGE
Chief Academic Officer (1) $59,116,213 $72,704,093 $79,859,390 $20,743,177 35.1%
Chief Audit Executive (2) $1,379,159 $1,415,337 $1,617,404 $238,245 17.3%
Chief Communications Officer $2,644,064 $3,142,854 $2,006,158 ($637,906) (24.1%)
Chief Development Officer $1,110,584 $1,135,807 $1,299,055 $188,471 17.0%
Chief Financial Officer $13,403,531 $15,189,707 $14,231,902 $828,371 6.2%
Chief Government Relations and $488,949 $491,527 $583,566 $94,617 19.4%
Strategy Office

Chief Human Resources Officer $12,340,631 $12,278,076 $10,759,229 ($1,581,402) (12.8%)
Chief of Staff $1,359,637 $1,231,453 $1,023,296 ($336,341) (24.7%)
Chief Operating Officer (3) $113,055,076  $156,576,773  $142,851,121 $29,796,045 26.4%
Chief Strategy and Innovation Officer (4) $14,821,322 $14,773,117 $17,473,574 $2,652,252 17.9%
Chief Technology Officer $57,636,242 $65,315,020 $57,019,918 ($616,324) (1.1%)
Deputy Superintendent (5) $0 $9,651,245 $142,348 $142,348 100%
Districtwide Services (6) $438,839,933 $562,465,068 $556,580,393 $117,740,460 26.8%
General Counsel $5,810,087 $5,544,166 $5,350,216 ($459,871) (7.9%)
Schools $1,156,127,867 $1,173,886,716 $1,151,508,670 ($4,619,197) (0.4%)
Superintendent (7) $524,003 $493,837 $1,039,384 $515,381 98.4%
Total $1,878,657,298  $2,096,294,796  $2,043,345,624 $164,688,326 8.8%
NoOTES:

(1) A campus closed during school year 2018—19, resulting in a decrease of $3.3 million; Achieve 180 incentives were moved from campus
budgets, an increase of $10.0 million; the dyslexia program was implemented, an increase of $6.0 million; Reach and Advanced Virtual
Academy closed and moved to a department structure, a decrease of approximately $125,000; Special Education costs were added, an
increase of $2.0 million; and wraparound specialists were added, an increase of $2.0 million.

(2) The budget for external support contracts for the Houston ISD Board of Education, Audit Committee, audit plan from Districtwide Services
was moved into the chief audit executive budget, an increase of $400,000.

(3) Custodial salaries previously were charged to campus budgets; these salaries now are charged to the custodial budget to facilitate
transferring staff across the district as needed, an increase of $31.0 million; salary increases during calendar years 2017 and 2018,
attendance incentive, and additional overall bus driver payroll costs resulted in an increase of $12.0 million.

(4) The Jordan Career Technology Education (CTE) hub previously was a regular campus and a CTE hub; now it is a CTE centralized hub,
resulting in a decrease of approximately $2.0 million.

(5) This position has been moved to the area offices, a decrease of $9.5 million.

(6) State recapture resulted in an increase of $102.0 million; increases in tax increment financing zones and moved targeted assistance
holding and per-unit allocation settle-up funds to Districtwide Services resulted in a decrease of $4.9 million; net changes in debt transfers

resulted in an increase of $7.0 million.

(7) The superintendent budget added 1.0 extra position for interim superintendent, which will be closed when a permanent superintendent
is chosen, resulting in an increase of $550,000. According to the budget/financial planning director, this position was added for internal
budgeting purposes and should have been excluded from the budget.

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

the projections indicate that the fund balance will decrease
by nearly $160.0 million during the period.

The district risks its financial success as it continues to prepare
incremental budgets based on previous spending patterns
despite decreasing enrollment and adopting deficit budgets.
Based on an average projected decrease in the fund balance of
$50.0 million per year, the district risks having no general
fund reserves within 10 years. With less available funding in

projected years, Houston ISD must prioritize goals, tie them
to funding sources, and hold departments and administrators
accountable for outcomes.

During onsite interviews, the superintendent said the
strategy to address recapture and the budget deficit was to
increase student enrollment through the following actions:
(1) allocating an advertising budget to highlight Houston
ISD’s positive results and seek to improve the district’s
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FIGURE 3-13
HOUSTON ISD STAFFING CHANGES BY CHIEF
SCHOOL YEARS 2016-17 TO 2018-19

CHIEF 2016-17 2017-18 2018-19 2018-19 CHANGE FROM 2016-17
Chief Academic Officer 550.2 643.3 737.3 187.1
Chief Audit Executive 14.0 12.0 12.0 (2.0)
Chief Communications Officer 28.4 29.3 21.8 (6.6)
Chief Development Officer 16.0 19.5 17.5 1.5
Chief Financial Officer 208.8 219.6 191.0 (17.8)
Chief Governmental Relations and Strategy Office 1.0 3.0 3.0 2.0
Chief Human Resources Officer 137.4 139.3 118.6 (18.8)
Chief of Staff 10.0 10.0 10.0 0.0
Chief Operating Officer 2,052.2 2,090.7 1,944.5 (107.7)
Chief Strategy and Innovation 137.0 129.5 124.0 (13.0)
Chief Technology Information Officer 237.8 239.8 223.8 (14.0)
Deputy Superintendent 2.0 2.0 0.0 (2.0)
General Counsel 18.0 21.0 17.0 (1.0)
Superintendent 2.0 3.0 3.0 1.0
Total 3,414.8 3,462.0 3,423.5 8.8
SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.
FIGURE 3-14
BUDGETED GENERAL FUND AMOUNTS
SCHOOL YEARS 2016-17 TO 2018-19

PERCENTAGE PERCENTAGE PERCENTAGE
FUNCTION 2016-17 OF BUDGET 2017-18 OF BUDGET 2018-19 OF BUDGET
Payroll and Benefits $1,290,357,960 68.7% $1,352,289,472 64.5% $1,313,217,802 64.3%
Contracted Services $368,274,910 19.6% $481,804,111 23.0% $474,291,467 23.2%
Supplies and Materials $59,579,881 3.2% $63,988,022 3.1% $56,649,958 2.8%
Other Operating $101,738,459 5.4% $124,348,951 5.9% $120,071,651 5.9%
Capital Outlay $14,095,416 0.8% $19,988,689 1.0% $14,836,734 0.7%
Debt Services $14,560,939 0.8% $14,553,719 0.7% $17,916,239 0.9%
Other uses $30,049,734 1.6% $39,321,832 1.9% $46,361,773 2.3%
Total $1,878,657,299 $2,096,294,796 $2,043,345,624

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

public image; (2) hosting open houses; (3) increasing grant
funding for academic programs; and (4) exploring areas in
which the district can consolidate services and gain
increased efficiencies.

The Texas Education Code, Section 11.252, requires each
school district to have a district improvement plan that is
developed,

superintendent with the assistance of the district-level

evaluated, and revised annually by the

planning and decision-making committee. The purpose of

the DIP is to guide the district and campus staff to improve
performance for all student groups to meet state academic
accountability standards. Many district staff identified the
DIP as the district’s strategic plan; however, the DIP addresses
district operations peripherally. For school year 2018-19,
Houston ISD’s DIP stated the following priorities:

+ promote student health, safety and well-being —focus
on expanding the Every Community, Every School

initiative to serve more students, connecting them with

90  TEXAS MANAGEMENT AND PERFORMANCE REVIEW — NOVEMBER 2019

LEGISLATIVE BUDGET BOARD STAFF — ID: 4986



HOUSTON INDEPENDENT SCHOOL DISTRICT

FINANCIAL MANAGEMENT

FIGURE 3-15

HOUSTON ISD ADOPTED BUDGET AND PROJECTIONS

FISCAL YEARS 2019 TO 2022

CATEGORY

2018-2019 ADOPTED 2019-2020 PROJECTED 2020-2021 PROJECTED 2021-2022 PROJECTED

Revenues

Property taxes

Earnings on investments
Miscellaneous local sources
State sources

Federal sources

Total revenues

Expenditures
Current
Instruction

Instructional resources and media
services

Curriculum development and
instructional staff development

Instructional leadership
School leadership

Guidance, counseling, and evaluation
services

Social work services

Health services

Student (pupil) transportation
Extracurricular activities

General administration

Facilities maintenance and operations
Security and monitoring services
Data processing services

Community services

Juvenile justice alternative education
programs

Payments to tax increment fund

Contracted Instructional Services
Between Public Schools (Chapter 41
Payment)

Tax appraisal and collection

Debt service

Principal

Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

Other Financing Sources (Uses)
Transfers in

Transfers out

Total other financing sources (uses)

$1,728,092,547.0
$9,000,000.0
$12,074,717.0
$215,146,388.0
$13,031,351.0
$1,977,345,003.0

$1,000,417,027.0
$9,691,146.0

$22,966,777.0

$29,448,219.0
$137,909,124.0
$46,214,725.0

$1,816,958.0
$18,638,980.0
$57,081,236.0
$16,157,960.0
$35,679,582.0
$184,556,245.0
$22,017,162.0
$47,156,793.0
$2,044,672.0
$893,650.0

$59,031,258.0
$272,407,268.0

$14,940,330.0

$15,539,739.0
$2,375,000.0
$1,996,983,851.0
($19,638,848.0)

$30,400,000.0
($46,361,773.0)
($15,961,773.0)

$1,767,344,397.0
$7,000,000.0
$12,074,717.0
$166,713,129.0
$13,031,351.0
$1,966,163,594.0

$1,000,417,027.0
$9,691,146.0

$22,966,777.0

$29,448,219.0
$137,909,124.0
$46,214,725.0

$1,816,958.0
$18,638,980.0
$57,081,236.0
$16,157,960.0
$35,679,582.0
$184,556,245.0
$22,017,162.0
$47,156,793.0
$2,044,672.0
$893,650.0

$61,219,581.0
$291,506,777.0

$14,940,330.0

$15,539,739.0
$2,375,000.0
$2,018,271,683.0
($52,108,089.0)

$25,000,000.0
($45,173,141.0)
($20,173,141.0)

$1,802,281,285.0
$7,000,000.0
$12,074,717.0
$198,365,458.0
$13,031,351.0
$2,032,752,811.0

$1,000,417,027.0
$9,691,146.0

$22,966,777.0

$29,448,219.0
$137,909,124.0
$46,214,725.0

$1,816,958.0
$18,638,980.0
$57,081,236.0
$16,157,960.0
$35,679,582.0
$184,556,245.0
$22,017,162.0
$47,156,793.0
$2,043,495.0
$893,650.0

$62,759,523.0
$323,938,725.0

$15,763,818.0

$15,539,739.0
$2,375,000.0
$2,053,065,884.0
($20,313,072.0)

$20,000,000.0
($35,030,888.0)
($15,030,888.0)

$1,837,916,911.0
$7,000,000.0
$12,074,717.0
$162,731,998.0
$13,031,351.0
$2,032,754,977.0

$1,000,417,027.0
$9,691,146.0

$22,966,777.0

$29,448,219.0
$137,909,124.0
$46,214,725.0

$1,816,958.0
$18,638,980.0
$57,081,236.0
$16,157,960.0
$35,679,582.0
$184,556,245.0
$22,017,162.0
$47,156,793.0
$2,043,495.0
$893,650.0

$64,759,524.0
$356,775,368.0

$14,940,330.0

$15,539,739.0
$2,375,000.0
$2,087,079,040.0
($54,324,063.0)

$20,000,000.0
($16,596,263.0)
$3,403,737.0
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FIGURE 3-15 (CONTINUED)
HOUSTON ISD ADOPTED BUDGET AND PROJECTIONS
FISCAL YEARS 2019 TO 2022

CATEGORY

2018-2019 ADOPTED 2019-2020 PROJECTED 2020-2021 PROJECTED 2021-2022 PROJECTED

Net change in fund balances (after ($35,600,621.0) ($72,281,231.0) ($35,343,960.0) ($50,920,326.0)
unspent funds)

Fund balances, beginning $612,678,670.0 $577,078,049.0 $504,796,819.0 $469,452,858.0
Fund balances, ending $577,078,049.0 $504,796,819.0 $469,452,858.0 $418,532,532.0

SouRcE: Houston ISD, February 2019.

resources and wraparound services, such as food, mental

health, stable housing, and physical health needs;

+ expand  educational  opportunities  —increase
prekindergarten student enrollment significantly
across the district, increase access to innovative

instruction, and expand fine arts programs;

+ transform academic outcomes —foster literacy and
improve how the district serves its special education
leaders; continue to focus on the data that identify
gaps among student groups on the State of Texas
Assessments of Academic Readiness;

o cultivate Team HISD
comprehensive strategy to develop leaders and become

talent - implement a

the district of choice in the Houston area; and

+ increase organizational efficiency -

that

implement

initiatives improve financial and business
transparency, including the Houston Education
Advocacy Representatives, a group of leaders that serves
as an advocacy group. The district has established an
online legislative hub that educates the community on

how to become involved in the law-making process.

None of the priorities in the DIP tie funding strategies to
specific goals. The funding strategies discussed are limited
and relate to federal funding.

Additionally, Houston ISD has not been consistent in how
Public System
(PEIMS) data is reported to the Texas Education Agency for
the districts budgeted general administration expenses,
defined in PEIMS as Functions 41 and 92. Figure 3-16
shows Houston ISD’s actual general administration expenses

Education Information Management

compared to peer districts from school years 2015-16 to
2017-18 and budgeted general administration expenses for
school year 2018-19. Houston ISD’s reported budgeted
general administration expenses for school year 2018-19
increased from 2.20 percent to 26.82 percent from the
previous year and represent a significant deviation from the
reported amounts during previous years and in comparison
to peers. The increase in the general administration expense
represents a change in the way Houston ISD has reported the
PEIMS information to TEA and does not necessarily
represent a decrease in funds dedicated to spending on
instruction. For school year 201819, the budgeted general
administration expenses increased to nearly $545.9 million
from $37.7 million during school year 2017-18. According
to staff, the increase in budgeted general administration
expenses was previously reported to PEIMS by the district.

Houston ISD received the Government Finance Officers
Association (GFOA) Distinguished Budget Presentation
Award for its fiscal year 2015-16 budget. This award
represents a standard for budgeting and planning that
government organizations should attempt to achieve.

FIGURE 3-16

HOUSTON ISD REPORTED PUBLIC EDUCATION INFORMATION MANAGEMENT SYSTEM DATA, FUNCTIONS 41 AND 92
SCHOOL YEARS 2015-16 TO 2018-19

PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE

OF GENERAL OF GENERAL OF GENERAL CYPRESS— OF GENERAL
YEAR HOUSTON ISD FUND AUSTIN ISD FUND DALLAS ISD FUND FAIRBANKS ISD FUND
2015-16 $33,100,182 2.05%  $17,836,078 250%  $48,717,178 3.50% $14,964,701 1.83%
201617 $40,586,800 2.55%  $20,820,943 2.77%  $48,379,352 3.54% $15,628,958 1.83%
201718 $37,676,235 2.20%  $22,570,787 2.98%  $43,406,828 3.25% $16,222,364 1.86%
2018-19 (1) $545,903,457 26.82%  $23,099,294 3.05%  $49,966,341 3.54% $17,180,577 1.88%

NoTE: Amounts shown for school year 2018—19 are budgeted.
SouRce: Texas Education Agency, Public Education Information Management System Financial Data, school years 2015-16 to 2017—18 actual
data and school year 2018—19 budgeted data.
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FIGURE 3-17

GOVERNMENT FINANCE OFFICERS ASSOCIATION PHILOSOPHY OF PRIORITY-DRIVEN BUDGETING

CALENDAR YEAR 2011

The underlying philosophy of priority-driven budgeting is about how a government entity should invest resources to meet its stated
objectives. It helps us to better articulate why the services we offer exist, what price we pay for them, and, consequently, what value
they offer citizens. The principles associated with this philosophy of budgeting are:

Prioritize Services.

Priority-driven budgeting evaluates the relative importance of individual programs and services rather than entire departments. It is
distinguished by prioritizing the services a government provides, one versus another.

Do the Important Things Well. Cut Back on the Rest.

In a time of revenue decline, a traditional budget process often attempts to continue funding all the same programs it funded last year,
albeit at a reduced level (e.g. across-the-board budget cuts). Priority-driven budgeting identifies the services that offer the highest
value and continues to provide funding for them, while reducing service levels, divesting, or potentially eliminating lower value services.

Question Past Patterns of Spending.

An incremental budget process doesn’t seriously question the spending decisions made in years past. Priority-driven budgeting puts all
the money on the table to encourage more creative conversations about services.

Spend Within the Organization’s Means.

Priority-driven budgeting starts with the revenue available to the government, rather than last year’s expenditures, as the basis for

decision making.

Know the True Cost of Doing Business.

Focusing on the full costs of programs ensures that funding decisions are based on the true cost of providing a service.

Provide Transparency of Community Priorities.

When budget decisions are based on a well-defined set of community priorities, the government’s aims are not left open to

interpretation.

Provide Transparency of Service Impact.

In traditional budgets, it is often not entirely clear how funded services make a real difference in the lives of citizens. Under priority-
driven budgeting, the focus is on the results the service produces for achieving community priorities.

Demand Accountability for Results.

Traditional budgets focus on accountability for staying within spending limits. Beyond this, priority-driven budgeting demands
accountability for results that were the basis for a service’s budget allocation.

SouRrce: Government Finance Officers Association, Anatomy of a Priority-Driven Budget, 2011.

Recipients of the award must demonstrate the ability to set
strategic goals and to tie the budgeting process to the
priorities of the organization. According to staff in the
district’s Budgeting and Planning Department, the district
does not plan to apply for the award again until the budget
process can meet the criteria. These criteria include
requirements to show evidence of planning for short-term
and long-term periods.

Figure 3-17 shows the principal steps in the GFOA’s Philosophy
of Priority-driven Budgeting process that outlines how to set

priorities and make choices about how to accomplish initiatives.

Strategic and effective planning and budgeting takes time,
commitment, and effort by the administration and

leadership. Houston ISD should dedicate all funds to the
priorities that are necessary to educate students and provide
for the operational needs of such a large and complex district.
Exposing areas of waste, closing obsolete programs, and
insisting on accountability for results must be considered
annually when determining where to spend limited funds.

Houston ISD should implement a strategic planning and
budget model that ties the district’s departmental budgets to
specific, measurable goals outlined by the administration.

District administrators should implement bottom-up
budgeting rather than top-down budgeting. Departmental
budgets and resources should be directed specifically toward
the goals that have been identified as priorities for each
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department. When budget cuts are necessary, it is important
for department leaders to establish goals that are in line with
their budget limitations and prioritize expenditures toward
meeting the identified goals. District leaders should justify
every budget expenditure, not just new spending, and should
require multiple layers of management to become actively
involved in the budget process.

Additionally, the district should implement a budgeting
process that includes the following actions:

« set goals and priorities for each department;

+ implement initiatives that tie funding to the goals set
by each department;

o include each district leadership member and
department chief in the budgeting process;
explaining the need to set priorities and link
outcomes to funding;

o define stakeholders and outline the process for
communication and collaboration across teams to

achieve initiatives;

+ hold quarterly meetings with department heads
to determine if goals are being met or if corrective
actions need to take place; and

+ review the submission of PEIMS data to TEA to
ensure that amounts are being assigned to the proper
function codes and investigate any significant changes
from previous years.

The district could implement this recommendation with

existing resources.

CAMPUS FISCAL ACCOUNTABILITY (REC. 19)

Houston ISD lacks a process that ties campus-level
budget expenditures to the individual goals of school

improvement plans.

Campus budgets are based on the per-unit allocation (PUA)
method. PUA formulas are based on annual enrollment
projections for each campus, or actual enrollments in the
prior year for some federal funds. Principals, school support
officers (SSO), and area superintendents review the annual
enrollment projections. Principals then prepare their
preliminary budgets based on the enrollment projections.
The district estimated that from 80.0 percent to 85.0 percent
of campus budgets are allocated for staff costs, with the
remainder for operations costs.

Area superintendents and SSOs review the budgets with the
principals to determine whether the principal’s budget plan is
consistent with the school improvement plan (SIP). An SIP is
an annual planning document required by the Texas Education
Code, Section 11.253, requires that campuses outline their
goals for the year and the steps they will take to achieve their
priorities. Houston ISD campus principals are authorized to
use the funds that are allocated to their campuses according to
their priorities, which may not align with the stated goals in
the SIPs or with the expectations of the SSOs and area
superintendents. Houston ISD student enrollment has
decreased since school year 201617, and this trend is expected
to continue. With enrollment decreasing, it is important that
campuses expend their budgets in the most efficient manner to
help them achieve their goals.

Area superintendents and SSOs are not authorized to
disapprove expenditures made by campus principals. The
only exception is that principals must request approval for
spending related to travel and training from the area
superintendents. Because no formal, documented process
ties campus budget expenditures to stated goals, no process
holds campus principals accountable for failing to meet

budget-related goals.

During the school year, the Budgeting and Financial
Planning Department provides area superintendents and
SSOs with a weekly budget-to-actual spreadsheet. The SSOs
advise each principal regarding spending categories that are
greater or less than budgeted amounts. This meeting does
not always prevent principals from overspending budget
allocations, but principals have an incentive to operate within
their budgets because the amount of the deficit is deducted
from the next year’s budget. Some principals do not operate
within budget, however, and when a principal leaves a
campus with a deficit, the district nullifies the amount for
the incoming principal.

By contrast, little financial monitoring is required by the
district for charter campuses. According to onsite interviews,
charter campuses submit their budgets annually as required
in their contracts. Unlike other campuses, charter campus
budgets are based on a formula in their contracts instead of
the PUA formulas. Charter campus contracts do not require
the submission of monthly financial reports to the district.
Charter campuses are required only to provide copies of their
annual audited financial statements.

As recently as 2018, charter campuses have closed during
the school year due to insolvency. SSOs reported to the
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FIGURE 3-18

EXPENDITURES PER PUPIL FOR HOUSTON ISD AND PEER DISTRICTS
SCHOOL YEARS 2014-15 TO 2018-19

YEAR HOUSTON ISD AUSTIN ISD CYPRESS-FAIRBANKS ISD DALLAS ISD
2014-15 $5,567 $6,566 $5,688 $6,141
2015-16 $5,927 $6,614 $5,892 $6,820
2016-17 $5,718 $6,862 $6,084 $6,723
2017-18 $6,109 $7,067 $6,120 $6,803
2018-19 $5,643 $7,297 $6,445 $7,235

NoTE: Amounts shown for school year 2018-19 are budgeted.

SOURCES: Legislative Budget Board School Performance Review Team; Texas Education Agency, Public Education Information Management

System data, school years 2014-15 to 2018-19.

review team that the district is revising charter campus
contracts to include stronger accountability provisions for

academics and funding.

The PUA formula at the current per-unit amounts does not
fund Houston ISD campuses at the same level as those in
peer school districts. Figure 3-18 shows per-pupil
expenditures in functions 11, 12, 13, 21, 23, 31, 32, 33,
36, and 95, which are the PEIMS codes related to
instructional spending on students, for Houston ISD and
peer districts from school years 2014-15 to 2018-19. In
school year 2018-19, Houston ISD had a PEIMS reporting
error related to how the district classified general
administration expenses that had previously been classified
as instructional expenses. The reporting error has resulted
in a decrease in per-pupil budgeted instructional
expenditures for school year 2018-19 from the previous
school year, but does not necessarily represent a decrease in

actual per-pupil expenditures on instruction.

Houston ISD’s per-pupil expenditures have alternately
increased and decreased each year during this period
compared with peer districts whose expenditures have
increased each year. Houston ISD’s $5,643 per-pupil
expenditure for school year 2018-19 is approximately
$1,349 less than the $6,992 average for the three peer
districts.  Considering decreasing enrollment and the
corresponding decrease in PUA allocations, it is essential that
Houston ISD leverage all funds available to meet campus
goals and to hold campus administrators responsible for
reaching those goals.

Galena Park ISD (GPISD) begins its annual budget process
in January with board presentations focused on the
administration’s major budget initiatives for the year. The

administration modifies these initiatives after it receives

input from the board during a February budget workshop.
The board sets its budget calendar at this initial meeting,
scheduling an April meeting to consider staffing and
compensation, and June meetings on the general budget.
Budgets are formula-driven, based upon the number of
students expected at each campus. The district considers
campus funds to be discretionary and allocates them to the
campus to address the SIP priorities and school needs.
Schools may request additional funding, which the board
reviews based on district goals and available funding.

District policy requires that GPISD establish district and
campus advisory committees each September. These advisory
committees develop campus and district plans each spring,
producing executive summaries in April and May. The board
approves all district and campus goals in June. District and
campus staff request resources needed to accomplish these
plans in the budget documents.

To drive its budget and decision-making processes, GPISD
integrates its site-based decision making process with long-
term enrollment and facility planning. Campus-level
committees develop SIPs tailored to each school.

Each improvement plan includes an assessment of past
progress, current status, and an action plan. The action plan
identifies specific tasks or objectives with start and end dates,
assigns responsibility for each task and objective, and
determines indicators of success. It specifies funding levels
and sources for tasks or objectives that require financial
resources. The plan lists all funding sources for a given task or
objective, including sources from outside the district such as
funds or support donated by a business partnership.

Measuring performance and holding departments and
campuses accountable requires a level of monitoring that is
not present in Houston ISD.
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Houston ISD should tie campus budgets to school improvement
plan goals and hold principals accountable for achieving the
results on their campuses when the budgets are approved.

Clarifying the authority of the area superintendents and SSOs
and charging them with ensuring that campus budget
expenditures align with SIP goals will increase accountability
of principals. Establishing clearly measurable operational and
educational goals and reporting on their progress will require a
centralized effort that must be overseen by the area
superintendents and SSOs. Further, when campuses do not
meet their goals, the principals, SSOs, and area superintendents
should craft individualized corrective action plans designed to
overcome challenges and promote campus success.

The district should consider the following steps:

+ develop a set of specific, measurable goals for each
campus and link each SIP to specified funding sources
to accomplish the goals;

o clarify the authority of the area superintendents,
SSOs, and principals in the decision-making process,
which includes specifying who prepares and approves
the budget, the role of the SSO in approving the SIP,
and ensuring that campus budgets are linked to the
SIP to meet campus goals;

+ authorize area superintendents and SSOs to approve
purchases greater than a specified dollar amount that
do not align with campus goals detailed in the SIP,
and any staff changes during the school year; and

+ require SSOs to monitor and review charter campus
financial records at least quarterly.

The district could implement this recommendation with

existing resources.

FISCAL OVERSIGHT OF CONSTRUCTION SERVICES
(REC. 20)

Houston ISD lacks oversight and segregation of duties for
the fiscal administration of bond projects.

Bond projects are envisioned, implemented, and fiscally
administered within the Construction Services Department,
which reports to the chief operating officer (COO), not the
CFO. The COO’s office supervises all the decision-making

and fiscal authority for bond expenditures.

After the board has authorized contract negotiations for bond
projects, the Construction Services Department manages the

final contracting decisions, authorization of payments, and
transfer of funds among project expenditure categories. This
process results in risk for the district and creates a system
without adequate segregation of duties and appropriate fiscal
oversight of construction-related bond funds.

The CFO provides limited oversight of bond funded projects.
The role of the CFO is to inform the board about the most
effective and efficient use of district resources. However, the
CFO is not involved directly in the contracting decisions
made by the Construction Services Department and does
not advise the board regarding the fiscal appropriateness of
decisions relating to bond projects. The senior manager,
bond fund accounting, reports being responsible for keeping
project records, transferring funds as directed by the
Construction Services Department, and ensuring that
contractors are paid in a timely manner. Although the senior
manager, bond fund accounting, reports to the CFO, limited
oversight and approval are required for changes made by the
Construction Services Department.

In 2012, Houston ISD voters approved a $1.89 billion bond to
replace and repair 40 campuses across the district, provide
technology upgrades, replace regional field houses and
improvements to other athletic facilities, renovate middle school

restrooms, and perform safety and security improvements.

Figure 3-19 shows the amounts dedicated to each area of
the 2012 bond.

During calendar year 2015, the Construction Services
Department estimated that projects financed through the
2012 bond would have a $212.0 million shortfall as a result
of increased construction costs and labor shortages. The
Construction Services Department cited construction cost
increases as the reason that an additional $212.0 million was
needed to complete the original projects. When the issue
came before the board, there was no project cost analysis
detailing variances from budgeted amounts to inform the
board on the specific reasons for the increased costs.

In December 2015, the board approved the issuance of
maintenance tax notes to finance the additional costs to
complete the bond projects. School districts issue
maintenance tax notes to flnance maintenance, repair,
renovation, or replacement of existing school facilities, but
not new school buildings or additions. In June 2018, the
district issued $200.0 million of maintenance tax notes to
fund the additional needs related to the bond projects. The
additional $12.0 million in projected needs are expected to

be funded by the capital projects reserve fund.
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At the April 20, 2017 board meeting, the COO asked for
authorization to use $99.1 million in cost savings from the
2012 bond program to fund additional construction projects,
address safety and security needs, and develop a contingency
fund for emergency needs. According to the COO, the
savings from the bond program projects resulted from using
alternate project delivery methods, changes in the local
construction market, and stronger scope-to-budget
alignment of projects by Houston ISD staff. The CFO did
not testify on this proposal or offer any written opinion as to
how the surplus funds should be used, including whether the
district might consider using them to decrease the amount to
borrow with maintenance tax notes. The board approved the
COOs reallocation of $99.1 million in identified savings
toward other proposed projects shown in Figure 3—-20.

Houston ISD expects to transfer approximately $16.0
million from the general fund during school year 201819 to
pay debt service on the maintenance tax notes. This transfer
adds to the district’s financial burden considering current
budget constraints. The district has recapture costs that have
increased to an anticipated $272.0 million for school year
2018-19. However, district leaders decided to decrease
operating budgets, stop or curtail capital budgeting, and
eliminate staff rather than economize on construction costs
and use available capital renovation funds to prevent
increased costs to the general fund.

services

Without proper
expenditures, there is no check on whether the district is

oversight of construction

spending construction funds in the most effective and
efficient manner. Furthermore, when construction-related
cost savings or increases occur, district administrators may be
unaware of factors that may affect the use of district funds
and how to best plan for such contingencies. Authorizing the
Construction Services Department to manage and dispense
funds with no external fiscal oversight does not ensure that
the district is safeguarding district assets or managing its
construction activities to provide maximum benefit in the

use of bond funds.

Houston ISD uses its capital renovation fund to account for
the costs associated with renovations, expansions, upgrades,
and the rebuilding of district facilities. Figure 3-21 shows that
the capital renovations fund had a balance of approximately
$981.9 million at the end of fiscal year 2017, of which $60.3
million was unassigned (i.e., not encumbered or designated for
specific projects or building programs). These funds were
available for construction-related projects and could have been

used prior to the issuance of maintenance tax notes. At the end

FIGURE 3-19
HOUSTON ISD 2012 BOND BUDGET
NOVEMBER 2012

PROJECT PROPOSED BUDGET
High Schools $1,362,436,000
Middle Schools $73,950,000
Kindergarten to Grade 8 Programs $121,345,000
Elementary Schools $79,534,000
All Schools Total $1,637,265,000
District Athletic Improvements $44,675,000
Districtwide Land Acquisition $55,767,000
Middle School Restroom Renovations $35,000,000
Districtwide Safety and Security $17,293,000
Districtwide Technology $100,000,000
Districtwide Total $252,735,000

Bond Total $1,890,000,000

SOURCES: Legislative Budget Board School Performance Review
Team; Houston ISD, 2012 Bond Budget, February 2019.

FIGURE 3-20
HOUSTON ISD 2012 BOND PROJECT REALLOCATION
APRIL 2017

PROJECT AMOUNT

New Schools $51,836,000
Renovated Schools $20,388,278
Districtwide Projects $12,058,745
Construction Contingency $14,799,423
Total $99,082,446

SOURCES: Legislative Budget Board School Performance Review
Team; Houston ISD 2012 Board Approved Bond Reallocation;
February 2019.

of fiscal year- 2018, the capital renovations fund had
approximately $814 million in fund balance, of which an
estimated $79 million was unassigned.

During calendar year 2016, the district contracted with a
multinational accounting organization to conduct a
performance audit focused on the 2012 bond program. As
stated in the contract, the Houston ISD board asked the
accounting firm to evaluate independentdy the underlying
factors that drove the program’s need for additional funding.
In August 2016, the accounting firm released its Making the
Grade report, which stated that multiple factors influenced the
growth in project budgets. The report cited increased
construction activity and the resulting market conditions that

increased cost estimations. The performance audit concluded
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FIGURE 3-21
HOUSTON ISD CAPITAL RENOVATIONS FUND
FISCAL YEARS 2015 TO 2018

FUNDING SOURCE 2015 2016 2017 2018

Fund balance $757,887,174 $957,840,344 $981,894,115 $814,435,687
Restricted for rebuild construction program $648,942,505 $876,943,939 $921,555,203 $734,975,292
Unassigned amount $108,944,669 $80,896,405 $60,338,912 $79,460,395

SouRcE: Houston ISD, Comprehensive Annual Financial Reports for 2015, 2016, 2017, and 2018.

that Houston ISD is lacking core controls for delivering such
a large and complex bond program.

In addition to escalating construction costs, the following
factors were noted in the report as increasing costs:

« incomplete project assumptions and differing conditions;

« weak or nonexistent policies and procedures regarding
budget development;

+ lack of conceptual planning;

+ misaligned programmatic specifications and project
advisory teams’ expectations; and

« inconsistent construction bid evaluations.

Regarding current practices, the report found the
following factors:

+ Houston ISD’s policies and procedures for capital
projects are not developed sufficiently;

+ the construction services program lacks an effective
and efficient organizational structure;

« the construction services program does not provide
sufficient oversight into subcontractor bidding
activities, nor is it placing pricing risk on the

construction-manager-at-risk contractor; and

+ the program does not conduct sufficient project
cost estimating, variance analyses, contingency

management, or reporting activities.

Based on staff interviews, the review team could not determine
that the district has taken definitive steps to address the
practices and lack of policies noted in the report. Without
proper financial oversight, the district has not been able to
achieve the desired building and construction goals that it
hoped to accomplish with the 2012 bond funds.

Houston ISD should ensure that the CFO’s Office provides
fiscal oversight and accountability in monitoring construction
projects, provides input during the planning stages, and advises
the board as project overruns and savings are identified.

As recommended by the accounting firm contractor, a detailed
set of policies and procedures would require the Construction
Services Department, Purchasing Services Department, and
the CFO to collaborate on some or all of the Construction
Services Department’s decisions. The district should develop a
financial procedures manual that documents the process by
which the contracts and invoices will be monitored. The
procedures manual should delineate the roles of the CFO, the
bond fund accountant, and the Construction Services
Department. The CFO should establish regular weekly
meetings with the construction management officer, COO,
and bond fund accountant to discuss projects status, any
possible savings or overruns, and how to deploy any identified
savings most efficiently.

Additionally, the CFO should conduct a thorough project cost
variance analysis to better understand the district’s capital projects
costoverruns. Costs may have changed since the district conducted
its most recent cost analysis during calendar year 2015.

The district could implement this recommendation with

existing resources.

FINANCIAL REPORTING AND BUDGET MONITORING
(REC. 21)

Houston ISD’s Office of the CFO does not provide timely
financial reporting that enables the board to perform
budget monitoring throughout the year.

The board adopts a budget each June for the next fiscal year.
Each February and June, the board receives two financial
reports from the CFO’s Office, which include budget updates
and amendments. Figure 3-22 shows the adopted budgets
with amendments from school years 2015-16 to 2017-18.

The financial reports that provide the basis for Figure 3-22
show budget amendments proposed by the administration
and presented to the board for approval. The board does not
receive timely financial performance information during the
year that enables it to conduct proper financial oversight.
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FIGURE 3-22
HOUSTON ISD ADOPTED BUDGETS WITH AMENDMENTS
SCHOOL YEARS 2015-16 TO 2017-18

BUDGET ITEM 2015-16 2016-17 2017-18
Original Adopted Expenditure Budget $1,832,252,183 $1,848,607,564 $2,056,972,964
Amendments to Expenditures

« Carryover ($114,263,388) ($99,708,484) ($102,693,056)
+ Midyear amendments ($31,562,627) ($26,547,024) ($72,550,082)
* Year-end amendments ($14,090,131) ($56,616,957) $36,384,767
Total amendments to expenditures ($159,916,146) ($182,872,465) ($138,858,371)
Amendments to revenues and other sources and uses

+ Midyear amendments ($26,130,503) $4,330,124 ($76,411,544)
* Year-end amendments ($25,440,526) ($14,966,555) $61,875,787
Other changes ($8,640,127) ($1) $0
Final amended budget surplus (deficit) ($220,127,302) ($193,508,897) ($153,394,128)
Total amendments to expenditures as a percentage of adopted budget 12.0% 10.0% 7.0%

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, Comprehensive Annual Financial Report and year-end

budget amendments for fiscal years 2015-16, 2016—17, and 2017-18.

The only opportunity for trustees to compare budgeted
amounts to actual financial information is after the end of
the fiscal year, June 30, when the districts Comprehensive
Annual Financial Report (CAFR) is released. The CAFR
shows the financial performance of a school district during a
specific time period and its current financial position.

During school year 2017-18, the district exceeded its
budgeted general fund expenditures. Figure 3-23 shows
Houston ISD’s budget for school year 2017-18, during
which the district’s actual expenditures exceeded its budgeted
amounts in the following areas: instructional resources and
media services, school leadership; guidance counseling and
evaluation services; Student transportation; security and

monitoring services; and interest and fiscal charges.

Other large school districts in Texas have significantly fewer
expenditure changes from the original adopted budget to the
final amended budget. Figure 3-24 shows Houston ISD
budget changes as a percentage of the adopted budget from
school years 2014-15 to 2017-18 compared to the peer
districts. Houston ISD’s percentage change in the adopted
budget was greater than all peer districts, and more than
double the changes for all peers except one.

Not sharing timely financial information with leadership can
result in a lack of accountability for the district’s financial
performance. If the budget is not monitored properly,

excessive spending or posting errors may go unnoticed and

contribute to reporting inaccuracies. District budget practices
result in significant amendments during the year and large
budget variances at the year’s end. Presenting amendments to
the board for ratification twice a year, as stipulated in Board
Policy CE (LOCAL), places the district at higher risk for
exceeding a functional category before board approval.
Exceeding budget expenditures without board approval
violates the Texas Education Code, Section 44.006. Without
updated reporting, there is no method in place to show that
the budget is properly monitored by the board throughout

the year.
Effective districts provide the following updated
financial information to the board monthly for

consideration and approval:
« revenues and expenditures compared to budget;
+ budget amendments;
« cash flow projections;
+ tax collections report; and
« cash and investment balances.

The revenue and expenditure report is generated using the
district’s financial accounting software. The report presents
detailed information for the revenue received in each of the
district’s funds including budgeted revenue, revenue received
during the month, revenue received for the year, budgeted
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FIGURE 3-23
HOUSTON ISD BUDGET
SCHOOL YEAR 2017-18

CATEGORY

BUDGETED AMOUNTS

ORIGINAL

FINAL

ACTUAL

VARIANCE WITH FINAL
BUDGET BETTER/(WORSE)

Revenues

Property taxes

Earnings on investments

Miscellaneous local sources

State sources

Federal sources

Total revenues

Expenditures

Current

Instruction

Instructional resources and media services
Curriculum and Instructional staff development
Instructional leadership

School leadership

Guidance, counseling and evaluation services
Social work services

Health services

Student transportation
Co-curricular/extracurricular activities

General administration

Plant maintenance and operations

Security and monitoring services

Data processing services

Community services

Juvenile justice alternative education programs
Tax increment reinvestment zone

Chapter 41/Purchase of weighted average
daily attendance

Tax appraisal and collection

Principal

Interest and fiscal charges

Capital outlay

Facilities acquisition and construction
Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

Other Financing Sources (Uses)

Transfers in

Transfers out

Capital lease proceeds

Insurance proceeds and sale of capital assets
Total other financing sources (uses)

Net change in fund balances

Fund balances — beginning

Fund balances - ending

$1,708,235,681
$1,465,000
$9,661,901
$185,036,762
$6,250,624
$1,910,649,968

$1,047,496,903
$8,667,581
$25,866,339
$26,153,164
$136,724,969
$43,221,764
$2,108,642
$20,007,781
$60,145,096
$15,478,434
$38,283,958
$190,480,921
$22,573,332
$61,474,987
$2,018,360
$893,650
$56,907,676
$268,986,857

$14,940,330
$13,534,841
$1,007,379

$2,056,972,964
($146,322,996)

$30,400,000
($39,321,832)

($8,921,832)
($155,244,828)
$701,848,679
$546,603,851

$1,680,857,671
$9,000,000
$42,301,118
$213,704,798
$6,250,624
$1,952,114,211

$1,063,201,574
$8,592,287
$27,491,552
$22,918,703
$139,409,168
$46,667,936
$2,181,823
$20,137,844
$73,140,236
$18,925,779
$48,576,149
$265,976,001
$23,852,464
$118,455,765
$2,318,332
$893,650
$56,741,810
$204,673,796

$15,424,592
$14,223,826
$480,124

$21,547,924
$2,195,831,335

($243,717,124)

$30,400,000
($95,321,832)

($64,921,832)
($308,638,956)
$701,848,679
$393,209,723

SOURCE: Houston ISD, school year 2017-18 Comprehensive Annual Financial Report.

$1,710,326,173
$10,408,645
$18,246,935
$243,073,835
$8,381,410
$1,990,436,998

$1,054,217,502
$9,246,603
$27,141,888
$20,307,711
$148,888,990
$47,489,488
$1,699,752
$18,657,747
$69,146,802
$19,493,953
$37,861,920
$226,626,540
$25,073,050
$64,835,876
$2,294,499
$792,000
$56,170,397
$204,404,117

$$13,814,336
$14,216,599
$498,626

$21,463,684
$2,084,342,080

($93,905,082)

$29,274,879
($88,500,216)
$23,481,683
$40,478,727
$4,735,073
($89,170,009)
$701,848,679
$612,678,670

$29,468,502
$1,408,645
($24,054,183)
$29,369,037
$2,130,786
$38,322,787

$8,984,072
($654,316)
$349,664
$2,610,992
($9,479,822)
($821,552)
$482,071
$1,480,097
$3,993,434
($568,174)
$10,714,229
$39,349,461
($1,220,586)
$53,619,889
$23,833
$101,650
$571,413
$269,679

$1,610,256
$7,227
($18,502)

$84,240
$111,489,255

$149,812,042

($1,125,121)
$6,821,616
$23,481,683
$40,478,727
$69,656,905
$219,468,947

$219,468,947
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FIGURE 3-24

HOUSTON ISD BUDGET CHANGES AS A PERCENTAGE OF ADOPTED BUDGET COMPARED TO PEER DISTRICTS

SCHOOL YEARS 2014-15 TO 2017-18

[

Austin ISD

Fort Worth ISD

Cypress—Fairbanks 1SD

Dallas ISD
Houston ISD ———
T T ! T T 1
-10.0% -5.0% 0.0% 10.0% 15.0% 20.0%
M 4-year Average @2014-15 02015-16 m2016—17 02017-18

SOURCES: Legislative Budget Board School Performance Review Team, February 2019; Comprehensive Annual Financial Reports for Houston

ISD and peer districts, school years 2014-15 to 2017-18.

revenue not yet received, and percentage of budget received.
The report also presents detailed expenditure information for
all funds that includes expenditure budget, encumbrances,
expenditures for the year, the month’s expenditures, the
budget remaining, and the percent of budget expended. This
expenditure information is presented at the fund, function,
detailed object, organization, and program levels.

Houston ISD should prepare updated financial statements
comparing actual amounts to budgeted amounts and share
the information with the board monthly, highlighting major
budget variances and including budget amendments that
require board approval.

The district should take the following steps:

+ develop a working group that reviews budget issues
and studies the district’s finances; task the group with
reviewing performance data to guide the district in
making sound, collaborative decisions about its
financial future; and

+ amend Board Policy CE (LOCAL) to increase the
frequency of financial performance reporting and
the presentation of budget amendments for board
approval before funds are committed.

No fiscal impact is assumed for this recommendation. The
district should evaluate the staffing level necessary to
implement the recommendation and to determine a fiscal
impact, if any.

PLANNING AND BUDGETING FOR CAPITAL ASSETS
(REC. 22)

Houston ISD conducts limited capital budgeting during the
normal budget cycle apart from major, bond-funded
construction projects.

Capital budgeting is the process of tracking and ranking
potential large expenses, or capital expenditures, that are
significant in amount and contribute to the ongoing nature
of the district. A few examples of capital expenditures made
by school districts include:

+ constructing additions to buildings;

* repairing and maintaining existing equipment;

« purchasing buses and vehicles;

« repairing or replacing air conditioning systems; and
+ replacing food service equipment used in cafeterias.

During onsite interviews, Houston ISD staff said that the
district historically has funded most capital repairs from the
general fund, with the exception of building and renovation
projects funded by bond proceeds. Recapture has decreased
the general fund monies available to fund capital projects.

According to the Budget and Planning Department, campuses
and departments are not asked to submit capital budget needs

due to the lack of funding available for such purposes.
Additionally, the CFO does not brief the board about the
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district’s unfunded capital needs. During onsite interviews, the
COO said that staff in some departments track capital asset
needs, but do not budget for them, and that there is an
increasing need for the funding of capital asset repairs and
replacement in the district.

Based on a review of budget workshop presentations to the
board from school years 2016-17 to 2018-19, none of the
chiefs presented topics that related to capital budgeting needs
in the district.

Additionally, district staff report that major capital expenditures
are typically not made until there is an equipment failure and
replacement is essential. Many capital outlays that are approved by
the COO’s office are for emergency purchases when systems fail.

The budgeted funding available during school year 2018-19
for capital projects consisted of the following amounts:

+ $15.0 million in pay-as-you-go funding; and

+ $5.0 million in tax increment reinvestment zone funds
that the CFO identified for capital projects.

As part of the PUA allocation, the financial resources allocated
to campuses based on enrollment projections, there is a $10
per student amount added for capital expenditures. In
addition, campuses can use a portion of federal funds pursuant
to the Elementary and Secondary Education Act, Title I, for
related capital purchases. Title I expenditures are available only
for equipment used on campuses.

The district has begun inventorying facility needs. During
calendar year 2018, the district hired a company to conduct a
facilities assessment report reviewing all its campuses and
buildings. Based on the assessment and interviews with the
COO, Houston ISD requires approximately $4.3 billion to
address facility needs. These projects include buildings and
their major components, such as roofs; heating, ventilation,
and air conditioning systems and equipment; flooring; and
security systems. The report outlines facility needs by campus
and facility with graphs, pictures and projected cost estimates
by building component. The section for each facility begins
with summary information that details the facility replacement
cost, current needs, and total needs. Figure 3—25 shows facility
needs information for Field Elementary School, which
indicates that the campus has approximately $5.8 million in
current needs and $9.7 million in total facility related needs.

Figure 3-26 shows the summary of projected capital needs
by year for Field Elementary School. This summary, prepared
during the facilities assessment, shows that the campus has

FIGURE 3-25
HOUSTON ISD FACILITY ASSESSMENT SUMMARY OF FIELD
ELEMENTARY, CALENDAR YEAR 2018

Facility Condition Index 53.4%

ENROLLMENT

760

453
Enrollment Enrollment Forecast
FACILITY NEEDS
$10,935,330.0
$9,745,579.4
$5,841,465.9
Current Needs Total Needs Replacement Cost

SouRcE: Houston ISD, facility assessment summary of Field
Elementary School, 2018.

approximately $6.1 million in capital needs for fiscal year
2019 and approximately $1.5 million in capital needs for
fiscal years 2020 and 2021.

The review team’s onsite visit identified the following other
examples of capital budget needs:

+ the Houston ISD Police Department reported
needing $1.9 million for police vehicles;

+ Houston ISD administrators reported significant
technology funding needs. Requested schedules of
replacement costs were not available;

o the district owns 10,000 laptop computers and
22,000 tablet computers, which have replacement
cycles of four years. The district reported that no
funding has been identified for replacements; and
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FIGURE 3-26

HOUSTON ISD SUMMARY OF PROJECTED CAPITAL NEEDS AT FIELD ELEMENTARY

FISCAL YEAR 2019

SYSTEM 2019 2020 2021
Average Daily Attendance (ADA) $26,344

Site Access — ADA Compliance $26,344

Architectural $2,793,273 $458,639

Standard Foundations $1,549,666

Floor Structure $0

Exterior Windows $813,575

Painting $352,549

Floor Finishes $143,325

Ceiling Finishes $315,314

Landscaping $77,483

Kitchen $1,448,938

Walk-in Cooler/Freezer $81,357

Ovens, Ranges, and Steamers $58,112

Production Equipment $42,616

Serving Lines $81,357

Kitchen Hood $96,854

Ware Wash $58,112

Kitchen Reconfiguration $290,562

Kitchen Flooring $290,562

Kitchen Walls $290,562

Kitchen Ceilings $158,841

Mechanical, Electrical, and Plumbing $1,921,586 $81,900 $1,030,161
Group Bathroom Plumbing Fixtures $81,900

Domestic Water $329,304

Chiller $757,471
Dedicated Outside Air System $213,079

Fire Sprinkler $290,562

Unit Ventilators $272,690
Emergency Generator $116,225

Egress Lighting $135,596

Fire Alarm $348,675

Building Water Service $244,072

Sanitary Sewer $244,072

Auditorium Systems and Equipment $0
Total $6,190,141 $540,539 $1,030,161

SouURCE: Houston ISD, facility assessment summary of Field Elementary School, 2018.

o thedistrict does not maintain districtwide information

regarding replacement cycles for instruments,

uniforms, and equipment for fine arts programs.

Typically, capital assets as a group have a depreciation of
approximately 50.0 percent of the original cost. Figure 3-27
shows a summary of large capital asset groups from Houston
ISD’s fixed asset inventory. The data shows the acquisition

value, accumulated depreciation, current book value, and
percentage depreciation remaining. The summary indicates
that a majority of Houston ISD’s capital assets are at less than
50.0 percent of their usefulness. However, because the
district is not budgeting the cost for the repair and
replacement of these capital assets, budgeted expenses for the

current year and future liabilities may be understated.
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FIGURE 3-27
HOUSTON ISD CAPITAL ASSET ACCUMULATED DEPRECIATION
FEBRUARY 2019

ACCUMULATED PERCENTAGE
ASSET ACQUISITION VALUE DEPRECIATION BOOK VALUE REMAINING
Computers $47,900,996 ($42,109,707) $5,791,289 12.0%
Network Electronics $38,097,301 ($26,341,919) $11,755,381 31.0%
Network and Computer Cabling $47,278,395 ($42,374,015) $4,904,380 10.0%
Security Equipment $6,959,319 ($1,314,717) $5,644,603 81.0%
Maintenance and Custodial Equipment $4,668,604 ($2,557,348) $2,111,256 45.0%
Kitchen Equipment $3,793,877 ($2,382,359) $1,411,519 37.0%
All Other Equipment $12,263,791 ($7,619,869) $4,643,923 38.0%
Total $160,962,284 ($124,699,934) $36,262,350 23.0%

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, Fixed Asset Inventory; February 2019.

A well-planned capital budget enhances transparency and

accountability to citizens. Failure to budget for capital

needs risks not accounting for costs that the district

knows it will incur. The Government Finance Officers

Association recognizes the importance of master plans

to the capital planning process and recommends the

following considerations:

(1)

2)

3)

Master plans should provide a vision for capital proj-
ect plans and investments. The vision should be sup-
ported by realistic planning documents, solid finan-
cial policies targeted for the implementation of stated
goals, and trends of the district’s accomplishments
and progress toward these goals. Such plans forecast
the districts outlook and align demand generators,
capital improvement programs, and funding policies;

Align capital project investment decisions to long-
range master plans. Potential projects may include
department requests, plans for facility construction
and renovations, long-term capital replacement pro-
grams, citizen requests, and neighborhood plans and
projects for which grant funds are available. These
projects should be reviewed for consistency with
the district’s master plan. The capital improvement
plan should prioritize needs to implement the im-
provements identified in the master plan. The level
of funding in the capital improvement plan defines
the financial capacity to reach the desired goals in
the master plan;

The finance officer should participate in the early
planning process. Master plans can project long-
range service demands, facility capacity needs, and

(4)

stakeholder communication. Knowledge of facility
capacity needs combined with financial policies and
revenue comparisons facilitates the development of
a more fiscally prudent plan. A master plans should
balance stakeholder vision and the district’s financial
capacity to reach the desired goals, which can be ac-
complished by considering financial implications
during the development phase; and

Financial factors should be considered during the
development of master plans. The master planning
process should be an in-depth analysis, incorporat-
ing the financial responsibilities shared by planners
and finance officials. When integrating plans with fi-
nancial policies, consider costs and revenue streams.
Possible revenue streams include bond programs,
pay-as-you-go alternatives, grants, impact fees, and
public—private partnership alternatives. Review the
revenue-generating potential within the plan as-
sumptions to identify the capability to finance need-
ed capital projects. Balance the plan’s vision across
financial capacity to meet the stated goals, or at a
minimum, clearly identify the financial implications
of a vision that may conflict with the district’s fi-
nancial policies and capacity. Planning documents
should incorporate scenario testing during develop-
ment and the district should, at a minimum, un-
derstand the plan cost drivers, alternative scenario
outcomes from needs and revenue generation, and

options for meeting the desired goals.

Houston ISD’s lack of a process for the ongoing evaluation of

its capital asset needs, deferred maintenance, and capital
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replacement needs risks accruing large, unanticipated financial
costs. Emergency purchases typically do not enable adequate
planning during procurement. In addition, they ultimately
cost the district more and may result in a disruption of
operations. The district’s substantial deferred maintenance and
capital investment needs threaten to drain future resources
that will not be available for educational programs.

Houston ISD should track and prepare an ongoing list of
capital needs and develop a capital needs budget for
presentation to the board annually.

District leadership should discuss carefully and consider
capital replacement budget needs during each budget
adoption cycle, regardless of whether funding is available.
The district should consider the following steps:

« commit fund balance or future bond program
allocations for capital replacement needs to represent
the financial obligation that the district will incur;

+ integrate the capital budget process into annual and long-
range budget planning so that the overall budget process
recognizes and provides for the capital budget needs;

+ prepare cost-benefit analyses to determine the costs of
repairs versus replacement for major areas of capital
expenditures, such as buses, service vehicles, and
buildings, and use this information to evaluate the
urgency for future bond funding;

« identify current capital needs for functions including
safety, accessibility, and energy improvements; and

+ implement a process for ongoing monitoring of
capital assets and update identified needs.

The district could implement this recommendation with

existing resources.

FUND BALANCE POLICIES (REC. 23)

Houston ISD’s board has not determined an optimal
threshold for reserves in the district’s general fund, internal
service funds, and enterprise funds.

The district’s general operating fund balance is decreasing,
and the school year 2018-19 budget anticipates a deficit.
General operating fund balance has decreased significantly
since school year 201617, and budget deficits are projected
through school year 2021-22.

Figure 3-28 shows Houston ISD’s general fund balance
from school years 201516 to 2018-19 and the projected

general fund balance from school years 2019-20 to 2021-
22. The general fund balance is projected to decrease by 43.3
percent from school years 2015-16 to 2021-22. The general
fund balance as a percentage of expenditures is projected to
decrease by more than half during the same period.

The general fund includes the following five categories:

nonspendable, restricted, committed, assigned, and
unassigned. GFOA recommends that government entities
maintain in their general funds an unassigned fund balance
of at least two months of regular general fund operating

revenues or regular general fund operating expenditures.

Figure 3-29 shows Houston ISD’s general fund balance
categories from school years 2014-15 to 2017-18. The
unassigned fund balance in the districts general fund
was less than the recommended level of two months
operating expenses at the end of school year 2014-15, but
it has met the GFOA-recommended levels during the three
subsequent years.

Most of school districts fund balance requirements are
outlined in Board Policy CE (LOCAL), but Houston ISD
policy does not establish a required level of unassigned fund
balance to be maintained in the general fund.

Houston ISD has operated with a budget deficit in its
general fund for the past three school years. If this trend
continues, the district risks depleting its general fund
balance eventually, which would prompt a financial crisis.
Figure 3-30 shows changes in Houston ISD’s general fund
balance from school years 2015-16 to 2017-18, and
projected changes from school years 2019-20 to 2021-22.
If the general fund balance continues to decrease by more
than $50.0 million annually after school year 2021-22,
projections suggest that Houston ISD could have a deficit
fund balance by school year 2029-30.

Proprietary funds are used to account for operations that are
financed similarly to business activities in the private sector.
Houston ISD maintains two types of proprietary funds,
enterprise funds and internal service funds.

Enterprise funds are used to support business-type activities
that provide services to external and internal users. These
activities include the employee cafeteria (MarketPlace),
Houston ISD’s catering service, business development, and
the Medicaid Finance Consulting Services Department.

Internal service funds are used to support activities that
provide services for the district’s internal programs and
activities. These include employee health insurance,
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FIGURE 3-28

HOUSTON ISD ACTUAL AND PROJECTED CHANGES IN GENERAL FUND BALANCE

SCHOOL YEARS 2015-16 TO 2021-22

BUDGET
CATEGORY

2015-16
ACTUAL

2016-17
ACTUAL

2017-18
ACTUAL

2018-19
BUDGETED

2019-20
PROJECTED

2020-21
PROJECTED

2021-22
PROJECTED

Total Revenue,
General Fund

Total
Expenditures,
General Fund

$1,824,553,174 $1,792,347,640 $1,990,436,998 $1,977,345,003 $1,966,163,594 $2,032,752,811 $2,032,754,977

Transfers In $30,400,000 $30,400,000 $29,274,879
Transfers Out ($26,395,083)  ($52,649,042) ($88,500,216)
Capital Leases $8,640,097 $562,012 $23,481,683
Insurance $0 $0 $40,478,727
Proceeds on

Sale of Capital

Assets

Net Change in $92,080,043 ($36,397,186) ($89,170,009)

Fund Balance
Beginning
Fund Balance

Ending Fund
Balance

Percentage
Change

2015-16 to
2021-22
Projected
Change

Percentage of
Expenditures

$646,165,822

$738,245,865

14.3%

42.3%

$738,245,865

$701,848,679

(4.9%)

38.8%

$701,848,679

$612,678,670

(12.7%)

29.4%

$30,400,000
($46,361,773)
$0

$0

($35,600,621)
$612,678,670
$577,078,049

(5.8%)

28.9%

$25,000,000  $20,000,000
($45,173,141)  ($35,030,888)
$0 $0

$0 $0
($72,281,230)  ($35,343,961)
$577,078,049  $504,796,819
$504,796,819  $469,452,858
(12.5%) (7.0%)
25.0% 22.9%

($1,745,118,145)($1,807,057,796)($2,084,342,080)($1,996,983,851)($2,018,271,683)($2,053,065,884)($2,087,079,040)

$20,000,000
($16,596,263)
$0

$0

($50,920,326)
$469,452,858
$418,532,858

(10.8%)

(43.3%)

20.1%

SOURCES: Legislative Budget Board School Performance Review Team, February 2019; Houston ISD, Comprehensive Annual Financial Reports
and 2018-19 Budget Book.

FIGURE 3-29
HOUSTON ISD ENDING FUND BALANCE DETAILS
SCHOOL YEARS 2014-15 TO 2017-18

CATEGORY 2014-15 2015-16 2016-17 2017-18

Nonspendable $11,234,622 $10,166,319 $10,115,337 $11,394,093
Restricted $5,686,179 $0 $0 $0
Committed $89,706,733 $91,482,865 $102,364,840 $46,364,840
Assigned $256,992,372 $250,970,779 $222,413,318 $165,504,792
Unassigned $282,545,916 $385,625,902 $366,955,184 $389,415,008
Total Fund Balance $646,165,822 $738,245,865 $701,848,679 $612,678,733
Estimated Two Months’ Operating Expenses $290,853,024 $301,176,299 $347,390,347 $332,830,642

SOURCES: Legislative Budget Board School Performance Review Team, February 2019; Houston ISD, 2018-19 Budget Book.

worker’s compensation, print shop, the district’s In most school districts, internal service funds and

alternative  certification ~ program, athletics, special enterprise funds have total net assets, which represent the

education shared services, and University Interscholastic amount of funds available for the continued operations of

League activities. the service that the fund provides. However, neither
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FIGURE 3-30
HOUSTON ISD CHANGES IN FUND BALANCE
SCHOOL YEARS 2015-16 TO 2021-22

(IN MILLIONS)
$800.0 - - 20.0%
$700.0 - - 15.0%
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$400.0 -
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§2000 - G0
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2015—16 Actual 2016—17 Actual 2017—18 Actual ~ 2018—19 Budgeted 2019—20 Projected 2020—21 Projected  2021—22 Projected

=== Ending Fund Balance

e Percentage Change

NoTE: Amounts shown for school years 2015-16 to 2017—-18 are actual data; amounts shown for school year 2018-19 are budgeted; and

amounts shown for school years 2019-20 to 2021-22 are projected.

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

Houston ISD’s internal service funds nor its enterprise
funds have a policy specifying a balance that should be
retained to meet operating needs.

The internal service funds and enterprise funds are generally
expected to be self-sufficient, which means that funds paid in
by the district or the users should offset the costs associated
with providing the good or service. Although the enterprise
funds are established to be profitable, the internal service
funds are not expected to make a profit. However, in each
case, maintaining an optimum level of reserve funds enables
the following program benefits:

+ maintain and replace machinery, equipment, and
technology (capital purchases), and address major
breakdowns, as needed;

« make periodic upgrades to technology and equipment
to improve services; and

« facilitate cyclical cash-flow demands.

Figure 3-31 shows the actual revenues and expenses of
Houston ISD’s internal service funds from school year
2014-15 to 2017-18, and budgeted
amounts for school year 2018-19. The total net asset

school  year

ending balances as a percentage of total revenue by year

range from -45.8 percent for the alternative certification
program fund during school year 2017-18 to a projected
438.9 percent for the workers’ compensation fund during
school year 2018-19.

Although funds may accumulate more than three months in
operating revenues, or 25.0 percent, ending balances of 50.0
percent or more of revenues appear to be excessive.

Enterprise funds operate in accordance with different
accounting rules and guidelines; however, the need for
adequate reserves is the same. The Medicaid Finance and
Consulting Services Department is an enterprise fund to
claim School Health and Related Services (SHARS)
reimbursement for Houston ISD and to provide SHARS
support and consulting services for other Texas school
districts. Each year, the district transfers to the general fund
the amount collected as SHARS reimbursements attributed
to Houston ISD and a portion of the profits from the
consulting work performed for other districts. Figure 3-32
shows finances for Houston ISD’s Medicaid Finance
Consulting Services fund from school years 2014-15 to
2018-19. The district transferred $30.0 million to the
general fund each year from school years 2014-15 to
2016-17, and $28.0 million for school year 2017-18.
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FIGURE 3-31

HOUSTON ISD INTERNAL SERVICE FUNDS SUMMARY OF FINANCIAL POSITION

SCHOOL YEARS 2014-15 TO 2018-19

FUND 2014-15 2015-16 2016-17 2017-18 2018-19
Health

Operating Revenues $112,777,592 $119,906,687 $135,361,586 $158,976,813 $162,077,000
Operating Expenses $135,430,067 $142,445,752 $143,396,713 $145,035,579 $164,182,021
Nonoperating Revenues $332,535 $212,976 $84,871 $130,690 $202,000
Change in Net Assets ($22,319,940)  ($22,326,089) ($7,950,256) $14,071,924 ($1,903,021)
Total Net Asset, Ending $47,637,203 $25,311,114 $17,360,858 $31,432,782 $29,529,761
Net Assets as a Percentage of Revenue 42.2% 21.1% 12.8% 19.8% 18.2%
Workers’ Compensation

Operating Revenues $12,033,076 $9,984,685 $8,169,981 $9,026,496 $7,355,649
Operating Expenses $9,219,033 $7,165,543 $6,491,422 $8,438,515 $9,306,963
Nonoperating Revenues $158,664 $197,537 $290,387 $543,842 $296,000
Change in Net Assets $2,972,707 $3,016,679 $1,968,946 $1,131,823 ($1,655,314)
Total Net Asset, Ending $27,823,652 $30,840,331 $32,809,277 $33,941,100 $32,285,786
Net Assets as a Percentage of Revenue 231.2% 308.9% 401.6% 376.0% 438.9%
Print Shop

Operating Revenues $4,347,079 $4,320,622 $8,031,464 $7,996,764 $8,792,815
Operating Expenses $4,459,786 $3,575,566 $8,135,521 $8,320,688 $8,825,736
Nonoperating Revenues $2 $629 $33,850 $126,725 $32,921
Change in Net Assets ($112,705) $745,685 ($70,207) ($197,199) $0
Adjustments for Copier Services $0 $0 $1,129,776 $0 $0
Total Net Asset, Ending $331,939 $1,077,624 $2,137,193 $1,939,994 $1,939,994
Net Assets as a Percentage of Revenue 7.6% 24.9% 26.6% 24.3% 22.1%
Alternative Certification

Operating Revenues $1,124,422 $1,161,391 $937,148 $705,497 $1,167,875
Operating Expenses $1,073,803 $1,368,101 $1,480,172 $1,030,776 $1,168,475
Nonoperating Revenues $308 $1,614 $2,537 $0 $600
Change in Net Assets $50,927 ($205,096) ($540,487) ($325,279) $0
Total Net Asset, Ending $747,920 $542,824 $2,337 ($322,942) ($322,942)
Net Assets as a Percentage of Revenue 66.5% 46.7% 0.3% (45.8%) (27.7%)
University Interscholastic League

Operating Revenues $1,003,443 $1,097,333 $1,134,458 $1,117,092 $1,096,894
Operating Expenses $1,076,263 $1,064,581 $1,199,489 $1,096,907 $1,056,517
Nonoperating Revenues $320 $1,502 $1,710 $5,510 $1,360
Change in Net Assets ($72,500) $34,254 ($63,321) $25,695 $41,737
Total Net Asset, Ending $365,427 $399,681 $336,360 $362,055 $403,792
Net Assets as a Percentage of Revenue 36.4% 36.4% 29.7% 32.4% 36.8%
Athletics

Operating Revenues $6,079,161 $6,163,834 $6,384,530 $6,399,474 $7,072,378
Operating Expenses $5,917,836 $6,452,794 $6,518,719 $7,012,528 $6,743,255
Nonoperating Revenues/(Expenses) $2,184 $11,520 ($283,957) $27,079 $17,436
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FIGURE 3-31 (CONTINUED)
HOUSTON ISD INTERNAL SERVICE FUNDS SUMMARY OF FINANCIAL POSITION
SCHOOL YEARS 2014-15 TO 2018-19

FUND 2014-15 2015-16 2016-17 2017-18 2018-19
Athletics (continued)

Transfers In $483,934 $0 $0 $0 $0
Change in Net Assets $647,443 ($277,440) ($418,146) ($585,975) $346,559
Total Net Asset, Ending $3,896,886 $3,619,446 $3,201,300 $2,615,325 $2,961,884
Net Assets as a Percentage of Revenue 64.1% 58.7% 50.1% 40.9% 41.9%
Shared Services

Operating Revenues $7,193,992 $7,337,997 $7,087,480 $7,289,668 $7,124,293
Operating Expenses $6,645,190 $8,396,957 $6,608,585 $7,237,504 $7,144,293
Nonoperating Revenues $2,210 $10,574 $19,410 $58,281 $20,000
Change in Net Assets $551,012 ($1,048,386) $498,305 $110,445 $$0
Total Net Asset, Ending $3,261,287 $2,212,901 $2,711,206 $2,821,651 $2,821,651
Net Assets as a Percentage of Revenue 45.3% 30.2% 38.3% 38.7% 39.6%
Total Revenues, All Funds $144,558,765 $149,972,549 $167,106,647 $191,511,804 $194,686,904
Total Net Assets, All Funds $84,064,314 $64,003,921 $58,558,531 $72,789,965 $69,619,926
Total Net Assets as a Percentage 58.2% 42.7% 35.0% 38.0% 35.8%
of Total Revenue

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

FIGURE 3-32

HOUSTON ISD MEDICAID FINANCE CONSULTING SERVICES FUND FINANCES

SCHOOL YEARS 2014-15 TO 2018-19

CATEGORY 2014-15 2015-16 2016-17 2017-18 2018-19
Operating Revenues

Consulting Services $3,345,480 $2,366,643 $3,212,201 $2,639,068 $861,149
Total Operating Revenues $3,345,480 $2,366,643 $3,212,201 $2,639,068 $861,149
Operating Expenses

Total Operating Expenses $4,287,529 $6,992,294 $6,630,716 $6,904,213 $3,743,057
Nonoperating Revenues

Earnings on Investments $40,839 $104,915 $177,177 $260,884 $42,949
School Health Services (SHARS) $27,164,887  $26,915,256  $27,444,421  $36,237,575 $6,877,600
Total Nonoperating Revenue $27,205,726  $27,020,171  $27,621,598 $36,498,459 $6,920,548
Income (Loss) Before Transfers $26,263,677 $22,394,520 $24,203,083 $32,233,314 $4,081,589
Transfers Out ($30,000,000) ($30,000,000) ($30,000,000) ($28,000,000)

Change in Net Assets ($3,736,323)  ($7,605,480) ($5,796,917) $4,233,314

Total Net Assets Beginning $43,418,351  $39,682,028 $32,076,548  $26,279,631

Total Net Assets Ending $39,682,028 $32,076,548  $26,279,631  $30,512,945

Total Operating and Nonoperating Revenues $30,551,206  $29,386,814  $30,833,799  $39,137,527

Total Net Assets as a Percentage of Total Revenue 129.9% 109.2% 85.2% 78.0%

NoTE: Amounts shown for school year 2018-19 are as of December 31, 2018.
SOURCE: Legislative Budget Board School Performance Review Team; Houston ISD Medicaid Finance Summary of Finances; February 2019.
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During years when the district transferred more than the
total of operating and non-operating revenues, the transfer
served to reduce the total ending net assets. Effective
districts establish an optimum amount of reserves based on
a percent of revenue to allow the district to maintain an
amount of funds in each account according to optimal
operating reserves.

TEA references the GFOA’s fund balance guidelines for rules
regarding general operating fund balance. The policy states,
“GFOA recommends that governments establish a formal
policy on the level of unrestricted fund balance that should
be maintained in the general fund for [generally accepted
accounting principles] and budgetary purposes. Such a
guideline should be set by the appropriate policy body and
articulate a framework and process for how the government
would increase or decrease the level of unrestricted fund
balance over a specific time period. In particular, governments
should provide broad guidance in the policy for how
resources will be directed to replenish fund balance should
the balance fall below the level prescribed.”

Additional amounts greater than each fund’s optimal amount
of reserves, specified in TEA policy, can be transferred
annually to the general fund and used to conduct other
operations prioritized by the district.

Because enterprise funds are business-type operations,
effective districts encourage the enterprise funds to maximize
revenues, as do their business counterparts. During the
budget process, ideas for increasing revenues by investing in
capital upgrades, technology, and promotional activities are
viewed as opportunities for growth that may provide
additional operating funds to the general fund.

Houston ISD should establish a board policy that mandates
a required level of unrestricted fund balance for the general
fund, internal service funds, and enterprise funds.

The CFO and department staff should analyze each fund to
determine the optimal amount of reserves to maintain given
the unique operating characteristics and goals related to each
fund, and recommend to the board on the appropriate
amount of reserves to hold in each fund.

The CFO and board should reference GFOA guidelines in
developing and implementing a local fund balance policy
that meets the district’s current and future needs.

The fiscal impact of this recommendation will be determined
by the fund balance policies that are adopted by the board for

each fund. If the board sets the average amount of reserves

for each fund at 35.0 percent, the district could transfer at
least $6.6 million in onetime funds from the internal service
funds to the general fund ($194,686,904 projected school
year 2018-19 internal service fund revenue x 35.0 percent =
optimal reserves of $68,140,416; $74,745,222 projected
reserves - $68,140,416 = $6,604,8006).

LATE PAYMENT OF INVOICES (REC. 24)

Houston ISD does not pay invoices on time consistently,

which increases the risk of paying interest on overdue invoices.

Based on the invoice data provided by Houston ISD, the
district took 44 days on average to pay invoices during school
year 2017-18. Figure 3-33 shows the number of days
required to pay the district’s invoices from school years
2015-16 to 2017-18. During this period, the average
number of days required to pay invoices has increased by
nine days.

According to district staff, the district has no process to
monitor the age of pending invoices in the systems,
applications, and products (SAP) data processing system for
activity fund invoices. Houston ISD uses this system to
manage the finance, purchasing, and operations functions
across the district. Activity fund invoices are not entered into
the system until the clerks at the campus level uploads them
to SAP. Additionally, staff noted that the district infrequently
pays interest to vendors, and only to those who invoice the
district for interest charges.

According to the Texas Government Code, Chapter 2251,
Subchapter B, governmental entities are required to pay
interest to vendors on overdue invoices. Houston ISD’s
Board Policy CHF (LEGAL) states that a contractual
payment owed by the district is overdue on the later of the
following dates: (1) the forty-fifth day after the date on which
the district received the goods; (2) the date on which the
contractor completed the performance of services; or (3) the
date on which the district received the invoice for the goods
or services. For Houston ISD, whose board meets monthly,
interest begins to accrue on the forty-sixth day.

Houston ISD’s Board Policy CHF (LEGAL) further states:

The district shall compute and pay interest at the time
the payment is made on the principal. Interest
payments shall accompany payment of the net amount
due for the goods or service. The district may not
require a vendor to petition, invoice, bill, or wait
additional days to receive the interest due. The district

may not require a VCIldOI‘ or subcontractor to agree to
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waive the vendor’s or subcontractor’s right to interest
as a condition of the contract.

These provisions do not apply to payments made by the
district or a vendor in the following situations:

+ a dispute occurs between the parties involved,

including  the district, vendor,  contractor,
subcontractor, or supplier concerning the goods
delivered or the service performed that causes the

payment to be late;

« the terms of a federal contract, grant, regulation, or
statute prevent the district from making a timely
payment with federal funds; or

+ the invoice is not mailed to the person to whom it
is addressed in strict accordance with instructions on
the purchase order.

Based on interviews with the accounts payable staff, the
increase in the late payment of invoices results from
centralizing the activity fund transactions. Accounts Payable
has no record that there has been a transaction until the
campus bookkeeper enters the invoice into the SAP system.
Campus bookkeepers that are behind on entering invoices

can cause late payments to vendors.

Houston ISD should promote accountability and decrease
the number of invoices paid late by deducting from
departmental and campus budgets late payment charges
billed to the district by vendors.

This change may take time for the district to implement if

SAP modifications are required to meet statutory
requirements. This delay may require the district to consider
manual steps to track the age of invoices and to alert Accounts
Payable that payments must be made by a certain time in

order to avoid interest charges.

The district should consider the following steps to decrease
the number of days required to pay invoices:

+ educate the departments and campus bookkeepers
on statute regarding school districts and interest
payments to vendors;

+ modify the SAP system to track when an invoice is
received and entered into the system;

« develop a list of pending invoices sorted by receiving
dates, to determine the invoices that are or could be

subject to interest payments;

FIGURE 3-33
HOUSTON ISD’S AVERAGE NUMBER OF DAYS TO PAY
INVOICES, SCHOOL YEARS 2015-16 TO 2017-18

YEAR DAYS
2015-16 35.1
2016-17 43.2
2017-18 441

NoTE: This analysis does not consider negative invoices (credits),
invoices without payment dates, or invoices for which the invoice
date was later than the payment date. Analysis includes only
invoices with 0.0 days to pay and greater.

SOURCES: Legislative Budget Board School Performance Review
Team; Houston ISD; February 2019.

+ provide a list of late payments to the CFO monthly
showing the amount of interest paid to vendors as
applicable; and

« charge the late interest payment to the responsible
department or campus to discourage the tardy input
of invoices.

The district could implement this recommendation with

existing resources.

SAP ENHANCEMENTS (REC. 25)

Houston ISD lacks a process to enhance the enterprise software
system in a timely manner to address operational efficiencies
across the district.

During calendar year 1998, the district launched several
modules of SAD, the enterprise software system that the district
uses to manage its business operations. Due to the limitations
of the account code structure used, the evolving reporting
requirements of TEA, and the need to improve business
processes, the district decided to reengineer and reimplement
the SAP system beginning in January 2016. This
reimplementation also included improvements in business
processes for the Construction and Facilities Services,
Nutrition Services, Transportation Management and Fleet
Operations, and Warchouse Management departments.

The following timeline shows the actions taken by the board:

+ November 2013 — the board approved an assessment
to adequately define the scope and cost of the overall
SAP project;

+ May 2014 — the board approved the design phase of
the financial system project; and

« April 2015 — the board approved the final phase,
including implementation, launch, and ongoing
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support of the project. The board approved a budget of
$64.0 million for the plan.

The project started in February 2014 with an analysis phase
that included the design of a new account code structure, and
an initial road map of functionality that the district planned to
implement in 2015, 2016, and 2017.

The goal of the project was to implement improved business
processes to accommodate Houston ISD’s current and future
requirements, and to re-implement the SAP system. The
district’s new SAP environment became active in July 2016. By
January 2017, the system included financial statement
accounts (accounts payable, accounts receivable, and general
ledger), management accounting, project systems, plant
maintenance, production planning, funds management,
materials management, warechouse management, and supplier

relationship management.

A major part of the upgrade was to replace the district’s human
resource management and payroll software with SAP software
in order to provide integration between the human resources
and finance systems while making both systems easier to use.

According to interviews with technology staff, the district still
needs to implement modules for SAP Mobility, Supplier
Resource Management, and SAP Budget.

SAP Mobility enables the automation of a manual work order
process by more efficiently prioritizing and assigning work
orders with mobile devices and by tracking the activities related
to the completion of a work order more accurately. The
mobility module enables users to schedule and plan the
completion of work orders. Additionally, the module provides
the ability to track and improve customer satisfaction ratings.
‘The Facilities Services team will utilize this module.

SAP Supplier Relationship Management supports electronic-
based procurement. It can help streamline operations, enforce
compliance with contracts and purchasing policies, and
improve overall management of the purchasing process.

The SAP Budget module automates the current budget
development process, most of which relies on spreadsheets.
The current budgeting process includes the following steps:

+ a spreadsheet is generated for each campus and
department, which involves exporting thousands of
lines of data from SAP;

+ budget templates for each department chief are sent
to the budget managers, who often divide the files for
distribution to separate departments within the group;

+ each departments budget manager recompiles the
spreadsheets and returns them to the Budgeting and
Financial Planning Department; and

+ the Budgeting and Financial Planning Department
uploads the files into SAP.

The use of spreadsheets in a district with the size and complexity
of Houston ISD is inefficient and time-consuming. The CFO
and the Budgeting and Financial Planning Department officer
have identified this practice as a priority concern. The board
approved an implementation services contract for the SAP
Budget module in April 2019.

The review team identified additional enhancements to the
SAP system that the district is not performing, but which
could present an opportunity to improve performance and
efficiencies in other areas, including;

+ 'The Nutrition Services Department uses a separate
system to record data required for federal free and
reduced-price school meal programs. This system
generates orders for delivery to campuses from vendors.
The order number does not match the format of the
purchase order (PO) number required by SAP. As a
result, as many as 80.0 percent of all Nutrition Services
Department invoices require manual procedures to
process for payment. The disconnection between this
system and SAP results in delays as Accounts Payable
staff must retrieve the PO number from SAP; and

o SAP does not have a mechanism that can track
purchasing card violations. Departments and campuses
use these cards to purchase goods and services, and the
Purchasing Services Department monitors their use.
Staff in the Purchasing Services Department must
track identified violations manually to ensure that they
are corrected. If SAP had features to track purchasing
card violations, it would be easier for staff to identify
repeat offenders and to process reimbursements due
from staff that made unauthorized expenditures.

The district has implemented several of the planned upgrades
to SAP. However, delays in implementing the remaining
modules is affecting the districts ability to effectively and
efficiently perform necessary financial functions, particularly
in light of staffing cuts.

Having no user-based prioritization system in place to guide
the work of the SAP programmers and consultants could
result in performing enhancements that have little or no
direct effect on the workflow, while other critical user needs

are not being addressed.
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Houston ISD should implement the modules approved by the
board for the district’s enterprise software system and establish
an implementation and prioritization committee to help guide
address identified operational

system  upgrades and

inefliciencies districtwide.

The implementation and prioritization committee should
include Information Technology Department staff, Accounts
Payable and Accounts Receivable staff, Payroll staff, and other
users across the district to regularly review and prioritize

requests for enhancements and fixes to the SAP system.

Additionally, the Information Technology Department should
evaluate its ability to implement the necessary SAP
enhancements and determine whether an outside vendor is
needed. If external experts are needed to fully implement the
modules, the implementation and prioritization committee
should review the requests before the CFO submits them to
the board to ensure that the proposed scope of work includes
any peripheral issues identified in secondary requests for

enhancements.

The district could implement this recommendation with

existing resources.

OVERPAYMENTS TO ACTIVE AND INACTIVE STAFF

(REC. 26)

Houston ISD lacks effective controls to process staff
terminations in the human resources and payroll system,

which results in overpayments.

Overpayments result from advance payments made to staff
who have left the district before their contracts have ended, or
from the Payroll Department not being notified when staff are
no longer employed by the district.

The Office of Internal Audit issued a report in December
2018, which determined that the main cause for the
overpayments stems from how the district calculates pay for
staff who worked less than 12 months, (e.g., teachers and
food service staff). These staff received advance pay for time
not earned of approximately one and one-half pay periods
before their contract start dates for the school year. The
district recovered the advance payments through payroll
deductions during the contracted period. The process of
paying staff in advance changed in July 2016 when the
district implemented a new human resources and payroll
system. However, the amounts that had been advanced in
July and August 2016 before the transition to the new system
were not collected. According to the CFO, the board has not
formally forgiven the staff overpayments and the Houston

FIGURE 3-34
HOUSTON ISD STAFF OVERPAYMENTS
SCHOOL YEAR 2016-17

OVERPAYMENT STAFF AMOUNT

Total overpayments repaid by staff 1,123 $1,665,875
Total overpayments not repaid by staff 8,417  $24,336,161
Total overpayments expensed 9,540 $26,002,037

NoTE: Wages of rehired staff cannot be garnished for repayment
according to Texas Payday Law, but the district can implement a

repayment plan as long as it gives proper notice and obtains the

staff’s written consent.

SOURCES: Legislative Budget Board School Performance Review
Team; Houston ISD Payroll Excel Schedules, February 2019.

ISD general counsel is reviewing the matter in order to make
a recommendation to either forgive the debt or pursue the
amounts owed through collection efforts.

At the time of the onsite review, payroll staff said that the
district had expensed overpayments in the financial
statements as of June 2018. Figure 3-34 shows the
number of staff and amounts that were included as a payroll
expense in school year 2017-18 but that related to school
year 2016-17.

After implementing the new human resources and payroll
system, the district did not attempt to collect the
overpayments, which subsequently were deemed to be
uncollectible during fiscal year 2017. The overpayments were
expensed during fiscal year 2018, resulting in a misstatement
of the 2017 financial statements. The external auditor
reported the following effects:

The June 30, 2017, financial statements include
misstatements for the overstatement of the balance of
teacher’s payroll receivable of approximately $26 million
and therefore the beginning balance of fund balance/net
position in the June 30, 2018, financial statements is
overstated by the same amount. The error in timing of
recognition of the payroll expense results in misstatement
of the change in fund balance/net position in the fiscal
year 2018-19 financial statements, due to the
recognition of the payroll expense in fiscal year 2018
that should have been recognized in the prior year.

Furthermore, failure to identify uncollectible accounts
timely could result in future misstatements of the

district’s financial statements.

The Office of Internal Audit determined that a secondary
reason some staff were overpaid was because campuses and
departments did not timely submit termination notices to
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the Human Resources Department. Additionally, when the
overpayments did occur, the causes were not documented or
investigated to identify the departments or campuses
responsible for consistent delays in informing the Human
Resources Department of staff terminations. Therefore, there
has been no accountability for the costs expended
unnecessarily by the district.

The Office of Internal Audit recommended that the chief
human resources officer and the CFO review and strengthen
the process for terminated staff. Payroll reports reflecting staft
being overpaid each pay period should be forwarded to
campuses, departments, and senior management for review
and corrective action. The district also implemented time-
reporting requirements for terminated staff, but this has not
stopped overpayments from occurring as the process for
terminating staff is not always followed.

As noted in the audit finding, the implementation of the new
SAP system in 2016, has decreased, but not stopped the

occurrence Of Overpayments.

Figure 3-35 shows the current status of active staff
overpayments as tracked by the Payroll Department from
school year 2016-17 to December 2018.

The overpayment balances owed to the district have not been
recorded in the SAP system as official accounts receivable.
Only one staff overpayment from 2009 was transferred from
the old legacy system and is an active accounts receivable.
During onsite interviews, staff said that balances entered into
the SAP system by Payroll Department staff automatically
move into the receivables category and contribute to the
balances reflected in the audited financial statements. The
review team requested a reconciliation report to verify that
these overpayments are in the accounts receivable balance, but
the district did not provide it. Subsequent to the onsite review,
the district provided the reconciliation report showing the
accounts receivable balances for the staff overpayments.

Houston ISD should strengthen the process for staff
terminations in the human resources and payroll system to
eliminate overpayments, and complete the corrective action

plans recommended by external and internal auditors.
‘The district should take the following steps:
should

« the controller reconcile  accounts

receivable quarterly;

« the chief human resources officer and the CFO
should review the current process for terminating

FIGURE 3-35
HOUSTON ISD BALANCES DUE FROM CURRENT STAFF
SCHOOL YEARS 2016-17 TO 2018-19

YEAR BALANCE DUE

2016-17 $561,392
2017-18 $219,742
2018-19 $78,516

NoTE: Amount shown for school year 2018-19 is as of December
31, 2018.

SOURCES: Legislative Budget Board School Review Team; Houston
ISD, February 2019.

staff in the payroll system and implement controls to
prevent overpayments;

o the chief human resources officer should inform
department managers when an overpayment occurs
so that corrective action can be taken and future

overpayments can be eliminated;

+ the controller should hire a collection agency or assign
dedicated staff in an effort to collect funds due; and

+ the controller should record overpayment balances due
in SAP official accounts receivable records to prevent
understatement in financial reporting.

The fiscal impact assumes that Houston ISD collects all
accounts receivable from active staff’ for a onetime gain of
$859,650. The fiscal impact does not assume additional gains
from overpayments after December 2018.

ALTERNATIVE CERTIFICATION PROGRAM (REC. 27)

Houston ISD’s Alternative Certification Program (ACP) has
operated at an annual loss for the past three years, and the
trend appears to be continuing.

The ACP recruits and trains individuals with a bachelor’s
degree in a subject other than education to become certified
teachers. Individuals who want to pursue alternative
certification must pass a test administered by TEA to be
considered. After applying online and interviewing with ACP
program staff, candidates who are accepted attend orientation
and pay the entry fee. Once in the program, candidates begin
interviewing with campus principals. Placement in a campus is
at the discretion of the campus principal, but 100.0 percent of
the candidates who completed the ACP have been hired and
placed in campuses. Individuals who complete ACP training
are certified teachers that pay Houston ISD $5,000 through
payroll deductions for the training they receive.
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FIGURE 3-36

HOUSTON ISD ALTERNATIVE CERTIFICATION PROGRAM FINANCIAL SUMMARY

SCHOOL YEARS 2014-15 TO 2018-19

CATEGORY 2014-15 2015-16 2016-17 2017-18 2018-19 (1)
Operating Revenues

Total Operating Revenues $1,124,422 $1,161,391 $937,148 $705,497 $1,167,875
Operating Expenses

Total Operating Expenses $1,073,803 $1,368,101 $1,480,172 $1,030,776 $1,168,475
Operating Income (Loss) $50,619 ($206,710) ($543,024) ($325,279) ($600)
Nonoperating Revenues (Expenses)

Earnings on Investments $308 $1,614 $2,537 $0 $600
Total Nonoperating Revenue $308 $1,614 $2,537 $0 $600
Income (Loss) Before Transfers $50,927 ($205,096) ($540,487) ($325,279) $0
Change in Net Assets $50,927 ($205,096) ($540,487) ($325,279) $0
Total Net Assets, Beginning $696,993 $747,920 $542,824 $2,337 ($322,942)
Total Net Assets, Ending $747,920 $542,824 $2,337 ($322,942) ($322,942)

NoTE: Amounts shown for school year 2018-19 are budgeted.

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD; February 2019.

'The fees collected from the program from school years 2015-16
to 2017-18 have not been sufficient to cover the expenses of
operating the program. In addition, market competition has
affected program participation, and the ACP now has a
$300,000 deficit. Figure 3-36 shows Houston ISD’s ACP
financial summary for school years 201415 to 2018-19. Since
school year 2015-16, the program has been operating at a net
loss of between $200,000 to more than $500,000 per year.

The continued operation of the decreasing ACP program is
straining district resources. During onsite interviews, staff said
that the district has made cuts in an attempt to reduce
expenditures or match them to revenues. However, 2018-19
budgeted expenses are expected to increase from the previous
year, and the increase in budgeted revenues is not consistent
with the decreases during the previous three-year period. The
ACP program manager said that the district does not want to
raise fees for fear of losing candidates to one of the many
competing alternative certification programs in the area, which

could exacerbate the loss of revenues.

Houston ISD should increase the annual revenue of the
alternative certification program to meet operating expenses, or
eliminate the program and seek partnerships with other
certifying organizations to meet Houston ISD’s ongoing needs.

The district could take the following steps:

+ the Office of Internal Audit could conduct an audit of
the ACP to determine why expenses for the program

have continued to increase while revenues have not

kept pace;

+ ACP staff should analyze the number of annual
ACP participants needed to operate the program at
a net profig

+ ACP staff should explore opportunities to increase
the exposure of the program in the community to
attract additional participants; and

+ the ACP should consider partnering with other local
ACPs to provide placement services within Houston
ISD’s campuses.

The fiscal impact assumes that the district eliminates the
Alternative Certification Program, for an annual savings of
$1,168,475, which equals the program’s school year 2018
19 budget. The fiscal impact does not assume further losses
for the program. Since the time of the review, the district
reported thatas of June 30, 2019, the Alternative Certification
Program had a net income of $198,404.

MANAGEMENT COMMUNICATION (REC. 28)

Limited communication among departments in the CFO’s Office
has resulted in operational separations, resulting in a lack of
coordination and decreasing opportunities to promote efficiencies.

The CFO’s Office includes 255 staff in the Controller’s
Office, the Budgeting and Financial Planning
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Department, the Benefits Department, the Medicaid
Finance Consulting Services Department, the Business
Logistics and Purchasing Department, and the Tax and
Financial Management Attorney.

During onsite interviews, staff said that the CFO does not
hold regular staff meetings with the managers and directors
who oversee the departments that report to him. The CFO
said that he meets almost daily with the department directors
that report to him individually and shares information
among the departments.

This method enables him to maintain constant contact with
staff; however, it does not facilitate the exchange of information
among the managers and directors in the CFO’s Office.

During onsite interviews, staff said that the previous CFO
held weekly meetings in which department directors had an
opportunity to share and discuss issues that affected the
departments or district as a whole. These meetings no longer
take place.

The following examples of limited communication among
departments were reported:

+ the Budget and Planning Department is not always
consulted when other departments make decisions
that affect budget priorities. For example, the Budget
and Planning Officer was not consulted about the

most recent bond/maintenance note issue;

+ some directors said they often were unaware of
developments or issues occurring in other departments
that had affected their departments;

« communication between the CFO and the Medicaid
Finance Consulting Services Department officer

occurs rarely; and

+ managers and directors that report to the CFO
were unable to discuss issues or processes that affect
multiple departments effectively because each director
could provide information only about his or her own
department’s activities.

Faced with budget and staff cuts, the Business and Operations
Division must seek innovative ways to achieve each
department’s objectives with fewer resources. However, there
is no coordinated effort between the departments to identify
areas for improvement or how to increase efficiencies or
effectiveness. Staff said they often saw opportunities for
improvement, but that limited communication and

coordination between departments prevents efficiencies from
being realized.

The CFO’s Office should resume regular weekly staff

meetings with department managers to exchange
information, inform staff, and seek opportunities to increase

efficiencies and collaboration across teams.

Resuming regular staff meetings could address some of the
concerns that the divisions are separated and that decisions
are made without all participants understanding how those
decisions could affect other departments or the CFO’s
Office. Holding weekly or twice monthly meetings with
directors and managers that report directly to the CFO
could help to improve communication among the groups
and improve decision making by considering the

perspectives of each constituent.

The district could implement this recommendation with

existing resources.

ADDITIONAL OBSERVATION

During field work, the review team observed additional
issues regarding the district’s programs and services to
students, staff, and the community. These observations are
presented for consideration as the district implements the
report’s other findings and recommendations.

The district should examine the role of the Ethics and
Compliance Office, and the role of the fraud-and-abuse
reporting hotline. The Ethics and Compliance Office has
moved several times between the Internal Audit and General
Counsel departments. At the time of the onsite visit, the
district had no staff filling the three budgeted positions, and
the work was divided among the attorneys in the General
Counsel’s Office. Previously, the Ethics and Compliance
Office investigated calls made to the districs hotline
established for staff to report instances of fraud and abuse
and other improprieties. At the time of the onsite visit, the
Internal Audit Department managed the hot line. The
existence of the hotline may not be known to all staff, and it
is not available to the public.
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FISCAL IMPACT

Some of the recommendations provided in this report are based on state or federal laws, rules, or regulations, and should be

promptly addressed. Other recommendations are based on comparisons to state or industry standards, or accepted best practices,

and the district should review to determine the level of priority, appropriate timeline, and method of implementation.

The Legislative Budget Board’s (LBB) School Performance Review Team identified a fiscal impact for the following recommendations:

RECOMMENDATION 2019-20 2020-21

2021-22

2022-23 2023-24

TOTAL 5-YEAR ONETIME
(COSTS) OR (COSTS) OR
SAVINGS SAVINGS

3. FINANCIAL MANAGEMENT

23. Establish a board $0 $0
policy that mandates
a required level of
unrestricted fund
balance for the
general fund, internal
service funds, and
enterprise funds.

26. Strengthen the $0 $0
process for staff
terminations in the
human resources
and payroll system
to eliminate
overpayments,
and complete the
corrective action
plans recommended
by external and
internal auditors.

27. Increase the $1,168,475 1,168,475
annual revenue
of the alternative
certification
program to meet
operating expenses,
or eliminate the
program and seek
partnerships with
other certifying
organizations to
meet Houston ISD’s
ongoing needs.

Total $1,168,475  $1,168,475

$0

$0

$1,168,475

$1,168,475

$0 $0

$0 $0

$1,168,475 $1,168,475

$1,168,475 $1,168,475

$0 $6,604,806

$0 $859,650

$5,842,375 $0

$5,842,375 $7,464,456
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4. ASSET AND RISK MANAGEMENT

Management of the Houston Independent School District’s
(ISD) cash and investments is the responsibility of the chief
financial officer (CFO), the controller, and the treasurer. The
Board of Education has designated these positions as the
district’s investment officers. Pursuant to the Texas Public
Funds Investment Act, these positions develop and maintain a
portfolio of nearly $1.5 billion in investments for Houston
ISD that provide safety from risk, liquidity to support cash
requirements, and a yield providing a reasonable rate of return.

ACCOMPLISHMENT

¢ Houston ISD has refunded bonds and maximized
the benefits of tax increment reinvestment zones to
achieve savings on debt obligations and optimize the
use of capital funds.

FINDINGS

¢ Houston ISD lacks effective cash management
oversight of the district’s investment portfolio.

¢ Houston ISD lacks a central accounts receivable
system or process that tracks and accumulates all
receivable balances across the district.

¢ Houston ISD has not developed an effective process

to address increasing property insurance premiums.

¢ Houston ISD has not evaluated self-insured funds to
determine whether the programs are operating efliciently.

RECOMMENDATIONS

¢ Recommendation 29: Enhance controls of cash
and investment management processes.

¢ Recommendation 30: Monitor all receivables
to record, reconcile, and report in the district’s
financial statements in a timely manner.

¢ Recommendation 31: Analyze property insurance
needs based on construction projects and
increasing property values, and present a plan to
the board to control increasing premium costs.

¢ Recommendation 32: Analyze the self-funded
insurance funds compared to coverage offered by
an independent insurance provider and present

the findings to the board.

BACKGROUND

An independent school district’s asset and risk management
function controls costs by ensuring adequate protection
against significant losses with the lowest possible insurance
premiums. This protection includes the identification of risks
and methods to minimize their impact. Risks can include
investments, liabilities, capital assets, and insurance.

Managing assets and risks is dependent on the organizational
structure of the district. Larger districts typically have staff
dedicated to asset and risk management. Managing investments
includes identifying those with maximum interest-earning
potential while safeguarding funds and ensuring liquidity to
meet fluctuating cash-flow demands. Forecasting and
managing revenue includes efficient tax collections to enable a
district to meet its cash-flow needs, earn the highest possible
interest, and estimate state and federal funding. Capital asset
management should identify a districts property (e.g.,
buildings, vehicles, equipment, etc.) and protect it from theft
and obsolescence. Insurance programs include health coverage
for staff, workers’ compensation, and district liability.

Houston ISD’s Treasury Department reports to the controller
and operates with a treasurer and five staff. Figure 4—1 shows
the organization of the Treasury Department.

The Treasury Department performs the following activities:
« receipting and depositing cash and checks;

« printing disbursement checks for accounts payable
and transferring the information to the bank;

FIGURE 4-1
HOUSTON ISD TREASURY DEPARTMENT ORGANIZATION
SCHOOL YEAR 2018-19

Treasurer

Senior Treasury Analyst

Accountant — 2 Accounting Clerk Il

Accounting Clerk Il

SOURCES: Legislative Budget Board School Performance Review
Team; Houston ISD, February 2019.
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+ monitoring the balances of checking accounts for all
the business functions;

« executing electronic payments and transfers among

bank accounts;
* monitoring investment rates; and

« reporting daily regarding the accounts’ cash activity
and status.

Houston ISD Board Policy (LOCAL), as stated in the
Treasury Department’s Policy and Procedure manual,
outlines the districts combined cash management and
investment policy, which applies to all financial assets within
the district’s authority. These assets include the general fund,
special revenue fund, food service fund, capital projects fund,
debt service fund, trust and agency fund, enterprise funds,
internal service funds, and activity funds.

The policy includes the following objectives:
« assure the safety of district funds;

+ maintain sufficient liquidity to provide adequate and
timely working funds;

+ maintain the public trust as custodians and managers
responsible for the investing of funds, subject to state
and federal laws; and

+ optimize yield as expressed through rate of return and

interest earnings.
The policy includes the following additional objectives:

+ diversify investments in maturity, instruments, and

issuers; and
« avoid investments for speculation.

As of February 2019, the district maintains 39 open bank
accounts that the Treasury Department reviews daily and
reconciles monthly. The Legislative Budget Board’s School
Performance Review Team visited the district in February
2019. During the review team’s onsite interviews, district
staff said that the department is establishing a functional
structure that will manage all cash through the general fund.
As part of this transition, the district plans to close
approximately half of these bank accounts and their
associated checking accounts by the second quarter of 2019.

A government investment pool or local government
investment pool is a state or local government resource
offered to public entities to invest public funds. These pools

often offer competitive rates of return. The Treasury
Department primarily invests in such pools and does not use
an investment adviser.

The Quarterly Investment Report documents the results of
Houston ISD’s investment activities, which include a variety
of cash deposit accounts, investment pools, and agency
securities. This report, presented quarterly to the board,
contains graphical and written descriptions of portfolio
balances, yield analysis, maturity schedules, and account

activity for all business areas.

Figure 4-2 shows Houston ISD’s portfolio totals as of
December 31, 2018.

The Risk Management Division primarily performs the
district’s risk management within the Business Logistics and
Risk Management Department, which reports to the CFO.

Figure 4-3 shows the organization of the Business Logistics
and Risk Management Department.

The Risk Management
following functions:

Department manages the

« districtwide insurance coverage and claims, including
the self-funded automobile insurance program, but

not health or workers’ compensation coverage;

+ environmental consulting, including air quality, and
provides mold and asbestos consulting services; and

« safety and emergency management, including safety
drills, trainings, inspections and other campus safety
and compliances issues, and assists the Houston ISD
Police Department with active shooter drills.

The Benefits Department, which also reports to the CFO,
manages two self-funded insurance programs including
employee health coverage and workers’ compensation.
Figure 4-4 shows the organizational structure of the
Benefits Department.

The Fixed Asset Accounting Group in the Controller’s Office
tracks all capital assets and all electronic and technology
equipment. In addition, the group is responsible for reporting
fixed assets and their depreciation in the districts
comprehensive annual financial reports.

Fixed assets or capital assets are tangible items that have a
useful life expectancy of at least two years. Fixed assets are
controllable, are not consumed as a result of use, and have a
unit cost of at least $5,000. The value of the asset depreciates
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FIGURE 4-2
HOUSTON ISD QUARTERLY INVESTMENT REPORT
DECEMBER 31, 2018

MUNICIPAL LONE STAR
BOND AGENCY INVESTMENT TEXPOOL TEXSTAR CERTIFICATES TOTAL

CATEGORY INVESTMENTS INVESTMENTS POOL INVESTMENTS INVESTMENTS OF DEPOSIT PORTFOLIO
General Fund $9,039,244 $39,596,531 $76,255,859 $103,516,791 $57,068,278  $100,240,000 $385,716,703
Capital Projects $0 $11,999,655 $295,262,321 $215,699,152 $254,249,926 $0 $777,211,054
Fund
Debt Service $0 $0 $2,132,478 $88,404,240 $0 $0 $90,536,718
Fund
Food Service $0 $0 $7,156,326 $32,524,132 $0 $0 $39,680,458
Fund
Marketplace $0 $0 $652,452 $0 $0 $0 $652,452
Health $0 $0 $12,597,736 $5,321,836 $0 $0 $17,919,572
Insurance
Workers’ $0 $0 $30,081,671 $8,658,440 $0 $0 $38,740,111
Compensation
Internal Service $0 $0 $0 $4,067,707 $0 $0 $4,067,707
Fund
Medicaid $0 $0 $17,297,476 $42,752 $0 $0 $17,340,228
Print Shop $0 $0 $0 $5,140,919 $0 $0 $5,140,919
Special $0 $0 $8,778,283 $50,327,341 $0 $0 $59,105,624
Revenue Fund
Trust and $0 $0 $63,361 $5,093,807 $0 $0 $5,157,168
Agency Funds
Activity Funds $0 $0 $23,718,267 $594,187 $0 $0 $24,312,454
Public Facility $0 $5,923,299 $0 $0 $13,156,526 $0 $19,079,825
Corporation (1)
Total $9,039,244 $57,519,485 $473,996,230 $519,391,304 $324,474,730 $100,240,000 $1,484,660,993
Investments

NoTE: (1) The Public Facility Corporation has issued Lease Revenue Bonds for building two high schools in 1998, a food warehouse facility in
20086, four elementary schools in 2010, and three instructional facilities in 2015.

SouRcE: Houston ISD, Quarterly Investment Report, December 31, 2018.

over its useful life. Fixed assets are tracked for each campus
through the fixed asset ledger for capital assets within the
district’s enterprise software system. The district uses a
separate software system to inventory and track technology-
related equipment.

Campus and department administrators or their assignees
tag the fixed assets at the time of purchase; manage the
maintenance, transfer, and disposal of assets throughout the
year; and conduct the annual inventory.

DETAILED ACCOMPLISHMENT

REFUNDING OF BONDS
Houston ISD has refunded bonds

the benefits of tax increment reinvestment zones to

achieve savings on debt obligations and optimize the use

and maximized

of capital funds.

The district achieved savings after refunding several of its
bonds issued from 2007 to 2017. Bond refunding involves
retiring an outstanding bond by using the proceeds from the
issuance of a new bond. The new bond typically is issued at a
lower rate of return than the retired bond, resulting in a
decrease in the amount of interest paid by the issuer. Figure
4-5 shows Houston ISD’s refunding actions for bonds issued
from 2007 to 2017. The resulting cash-flow savings of
$312.0 million results in decreased interest costs and fund
availability for future debt payments and capital projects.

'The district also has maximized the benefits of tax increment
reinvestment zones (TTIRZ) to build new campuses and invest
in the development of blighted or underdeveloped areas within
district boundaries. A TIRZ enables the financing of public
improvements in such an area through the use of additional
property tax revenues, referred to as increments, that result
from these investments. Houston ISD participates in 13
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FIGURE 4-3
HOUSTON ISD BUSINESS LOGISTICS AND RISK MANAGEMENT DEPARTMENT, SCHOOL YEAR 2018-19

Chief Financial Officer

Business Logistics and Purchasing Officer

Business Solutions, General Manager

Risk Management, Senior Manager

Administrative
Assistant Il

Environmental Safety and Emergency Insurance Manager
Consulting Manager Management Manager ‘

‘ Business Analyst — 3
Environmental ‘

Consultant Team Lead Risk Management Field Safety
‘ Trainer — 2 Team Lead
Indoor Air Quality . ‘
Inspector Field Safety  Field Safety
Team Lead Inspector
Field Safety
Inspector — 5

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

FIGURE 4-4
HOUSTON ISD BENEFITS DEPARTMENT ORGANIZATION, SCHOOL YEAR 2018-19

Chief Financial Officer

Benefits General Manager

}7 Senior Administrative Assistant

Senior Benefits Senior Benefits Senior Manager
Manager, Medical Manager, Administration Benefits Support
Program \
| |
Senior Claim Compensation Senior
Administrator Unemployment Retirement
Administrator Counselor
Workers' Senior Benefits
Senior Benefits Senior Compensation Adilijr?iZ?r;ttor
Analyst — 2 Benefits Manager
Counselor ’_‘; ‘
Benefits Benefits
Analyst Counselor Workers' Senior Administrative
Compensation Benefits Assistant |
Specialist — 3 Representative
Assault Leave Benefits
Administrator Representative

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.
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FIGURE 4-5
HOUSTON ISD BOND REFUNDING ACTIONS, FEBRUARY 2019
CASH-FLOW NET PRESENT NET PRESENT VALUE

DATE SERIES PAR VALUE ISSUED SAVINGS VALUE SAVINGS SAVINGS PERCENTAGE

3/22/2007 Limited Tax School Refunding $279,865,000 $19,275,801 $11,564,875 41%
Bonds, Series 2007

4/15/2009 Limited Tax Refunding Bonds, $14,160,000 $1,666,000 $1,594,371 11.3%
Series 2009

5/15/2012 (1) Variable Rate Limited Tax $182,080,000 $0 $0 0.0%
Refunding Bonds, Series 2012

2/14/2013 Limited Tax Refunding Bonds, $42,810,000 $7,140,574 $5,984,052 12.5%
Series 2013A

2/14/2013 Limited Tax Refunding Bonds, $92,905,000 $32,677,225 $19,296,631 15.4%
Series 2013C

12/16/2014 Limited Tax Refunding Bonds, $365,395,000 $91,455,458 $63,352,707 16.1%
Series 2014B

7/13/2015 Maintenance Tax Refunding $40,360,000 $4,834,811 $4,575,440 11.3%
Bonds, Series 2015

4/12/2016 Limited Tax School and Refunding $264,315,000 $77,513,524 $52,502,998 17.5%
Bonds, Series 2016A

4/19/2016 Limited Tax School and Refunding $19,975,000 $3,361,914 $3,661,289 18.3%
Bonds, Series 2016B

5/23/2017 Limited Tax School and Refunding $360,070,000 $70,574,953 $60,850,808 14.6%
Bonds, Series 2017

6/29/2017 Lease Revenue Refunding Bonds, $21,550,000 $3,524,898 $2,974,804 12.3%
Series 2017

Total $1,683,485,000 $312,025,158 $226,357,975

NoTE: (1) Variable rate refunding was a technical refunding due to changes in term and rate modes and was not intended to generate savings.
SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

TIRZs established by the City of Houston. At least two high
schools, Westside High School and Cesar Chavez High School,
have been built with TIRZ funding. The following other
projects also were completed with TIRZ funding:

rebuilding  Kolter, Scarborough, Mitchell, and

Braeburn elementary schools;

completion of bus dropoff and parking lot projects
for Burbank Elementary School, Burbank Middle
School, and Windsor Village Elementary School;

construction of Energy Institute and North Forest

high schools;
renovation of Codwell Elementary School;

roofing restoration for Attucks Middle School,
Stevens Elementary, Shadydale Elementary, and
Anderson Elementary;

parking garage built for Lamar High School and the
High School for the Performing and Visual Arts; and

+ construction of North Houston Early College
High School.

Houston ISD benefits from bond refunding and TIRZ
participation in the following ways:

+ bond refunding generates substantial interest cost
savings for the district;

« TIRZ participation generates funding for capital
projects without requiring a bond program or

additional debt;

+ TIRZ financing enables the development of
unproductive, underdeveloped, or blighted areas
within district boundaries into viable, higher-value
properties; and

« improvements such as roads, streets, bridges, drainage
and detention facilities, parks, plazas, and open spaces
enhance district property.
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DETAILED FINDINGS
CASH MANAGEMENT OVERSIGHT (REC. 29)

Houston ISD lacks effective cash management oversight of
the district’s investment portfolio.

The board designated the CFO, controller, and treasurer as
district investment officers. However, the treasurer is the only
administrator actively managing the district’s investments,
and the CFO and controller primarily authorize the
treasurer’s decisions. This arrangement provides limited
checks and balances for the activities of the staff in charge of
an investment portfolio of nearly $1.5 billion, which places
the district at increased risk of malfeasance by the treasurer.

The district keeps a limited amount of cash, less than $1.0
million, in checking accounts. Treasury Department staff
transfer funds to pools multiple times per day to earn interest.
‘The district does not consult with a financial adviser and uses

pools for most investments.

Figure 4-6 shows information from the treasurer’s Quarterly
Investment Report presented to the board. It shows the districts
combination of investments as of December 31, 2018.

According to the Quarterly Investment Report dated
December 31, 2016, 74.0 percent of funds in Houston ISD’s
investment portfolio were invested in pools such as TexPool,
TexStar, and Lone Star Pool. In the report dated December
31, 2017, 83.0 percent of the district’s investment funds
were in pools. This amount increased to 89.0 percent in the
December 31, 2018 quarterly report.

School districts commonly use investment pools to earn
interest on funds. Many districts that do not have investment
officers or advisers rely exclusively on pools to generate
interest income on their investments. However, effective
districts consider all investment opportunities and actively
manage their investment portfolios to generate the highest
rate of return on funds.

During fiscal year 2016, the treasurer discontinued cash-flow
forecasting as part of the quarterly report to the board. Cash-
flow forecasting is a projection of the district’s future financial
position based on anticipated payments and receivables.
These forecasts are used to determine the availability of funds
for meeting financial obligations. During onsite interviews,
district staff said that the benefit of these forecasts is not
worth the amount of time it required to prepare them.
Instead, the treasurer includes a simplified cash position
report in the quarterly report to the board. Consequently, no

FIGURE 4-6
HOUSTON ISD INVESTMENTS BY FUND TYPE
DECEMBER 2018

Federal Home Loan
Mortgage Corporation

(2.2%)
TexPool
Investment Pool TexSTAR
(35.0%) Investments
(21.9%)
Federal Farm
Credit Bank Cerfificates of
(1.7%) Deposit
(6.8%)

Lone Star P Municipal Bond
Investment Pool Investments
(31.9%) (0.6%)

NoTE: Federal Home Loan Bank and Treasury Bonds amounts
round to 0.0 percent.

SouRcE: Houston ISD, Quarterly Investment Report, December
31, 2018.

staff outside of the Treasury Department are informed of the
district’s cash-flow needs and cash position. The district lacks
a tool for forecasting cash levels that staff responsible for
financial oversight can use to match available funds with
anticipated needs. This lack of oversight increases the
possibility that unexpected events could result in nonpayment
of obligations.

The review team noted examples of a single staff or
department performing cash management duties that should
be distributed among multiple staff or departments in the
interests of financial accountability and transparency. For
example, no staff outside of the Treasury Department has the
authority to process wire transfers, which the district uses
regularly to transfer funds among accounts to receive the
highest possible rate of interest return. Treasury Department
staff authorize and oversee the entire process, with no external

monitoring or verification.

An August 2018 internal audit report documents another
example, which involved the general ledger account
reconciliation process. The staff that reconciled the account
also prepared and approved the general ledger entries for
Treasury ~ Department-related  transactions, including
investments. The Office of Internal Audit concluded that this
process should be overseen by staff that are independent of

the transactions.

The report also noted that the district has no independent,
periodic review of users’ access to the cash management and
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investment systems. The district uses these systems daily to
transfer funds among banking and investment accounts. The
cash management and investment systems are critical third-
party, web-based systems that should be protected from
unauthorized users or those with inappropriate access levels. In
response to the audit finding, district staff said that quarterly
reviews of the cash management and investment systems
would be implemented and documented. However, the district

was unable to provide these reports to the review team.

Proper oversight of the treasury function assures the safety of
district funds. Oversight also helps a district to maintain
sufficient liquidity in accounts, maintain public trust,

optimize interest earnings, and decrease overall risk.

Houston ISD should enhance controls of cash and investment

management processes.

To ensure proper oversight of the cash management and
investment functions, Houston ISD should implement the
following procedures:

+ involve the CFO and controller in investment
decisions, with documentation of their input in

signed investment transaction orders;

o present quarterly cash-flow reports to the CFO
and the board along with the quarterly investment
reports; and

+ include staff outside of the Treasury Department,
such as the assistant controller, in an oversight
function to provide additional safeguards for wire
transfer transactions.

No fiscal impact is assumed for this recommendation. The
district  should evaluate the staffing level necessary to
implement the recommendation and to determine a fiscal

impact, if any.

ACCOUNTS RECEIVABLE TRACKING (REC. 30)

Houston ISD lacks a central accounts receivable system or
process that tracks and accumulates all receivable balances

across the district.

Accounts receivable are funds owed to an organization in
exchange for goods sold or services rendered. Several
departments and activities generate accounts receivable for
Houston ISD, which results in a fragmented system that
does not enable the district to determine the amount of
receivables owed at any given time. Certain departments

upload their receivables into the district’s systems applications

and products (SAP), and others send amounts they have
invoiced to the General Accounting Department to upload.
Often, timing lapses occur between when an account
receivable is generated and when it is invoiced and entered
into SAP. It is not clear how the district accumulates and
reconciles all the receivable balances generated across
departments for the annual financial reporting process.

The following examples show the fragmented nature of
accounts receivable across the district:

« charter school contracts authorize charters to make
lease payments for buildings to Houston ISD at the
end of the school year;

+ Internal Service Funds, including food service-
catering and the district’s print shop, sell to external
customers and upload the related receivable amounts
to the SAP system;

+ out-of-district tuition is collected for some students at
a rate of $10,000 per year; this information is tracked
by the General Accounting Department;

+ the Transportation Department bills campuses for
field trip bus rentals by completing an invoice and
sending it to the General Accounting Department
one month or more after the rentals occurred;

+ one staff position owes the district for payroll
overpayments, and a receivable balance has been

recorded to record the payments received;

+ the Payroll Department has staff overpayments that
are tracked but are not recorded as receivables or sent
to the General Accounting Department; and

+ the Treasury Department collects cash and applies
payments to various receivable accounts. The
department often holds checks for a week or longer
onsite until staff determine to which account the
payment should be applied.

The review team requested but did not receive a list of the
receivable balances that were reconciled and included in the
comprehensive annual financial reports for the last three

fiscal years.

In the audited financial statements for June 30, 2018, a
material misstatement was noted for the district’s failure to
record approximately $20.0 million of School Health and
Related Services (SHARS) revenue and a related receivable
amount. SHARS revenue is generated by the districts
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Medicaid Finance Consulting Services Department. Material
misstatements can indicate a weakness in or lack of internal
controls. Additional material misstatements may continue to
occur if the district does not complete proper review and

reconciliation of receivable data in a timely manner.

The management response to the material misstatement was
that staff would analyze and reconcile accounts receivable
balances quarterly. The review team requested copies of the
quarterly reconciliation statements, but the district was
unable to provide them.

Houston ISD should monitor all receivables to record,
reconcile, and report in the district’s financial statements in a

timely manner.

To address the deficiencies in accounting for the receivable
balances across the district, Houston ISD should implement
the following steps:

+ complete an assessment of which departments
maintain receivable balances for revenues and
reimbursements that they generate;

+ document procedures for how each department
records receivables, the timeframe for reconciling
receivable accounts, and where these accounts appear
in the financial statements; and

+ require the CFO to review the quarterly receivable
reports to ensure that receivables are recorded and
reconciled in a timely and accurate manner.

The district could implement this recommendation with

existing resources.

RISING PROPERTY INSURANCE COSTS (REC. 31)

Houston ISD has not developed an effective process to
address increasing property insurance premiums.

Houston ISD’s property insurance premiums during school
year 201819 increased significantly from the previous year. The
district has a comprehensive group of property-related insurance
policies that cover buildings and equipment. However, from
school years 2017-18 to 2019-20, the premiums for property
insurance for Houston ISD are projected to increase by more
than 50.7 percent. According to staff, a portion of the increase
is due to claims related to Hurricane Harvey’s effects when
the storm made landfall in the Houston area in August 2017.
However, a majority of the increase in insurance premiums
relates to new construction, increased property values, and

campuses that will open in upcoming years.

The district uses the following process to obtain

insurance coverage:

+ the board approves a four-year contract with an
insurance broker;

+ the broker obtains the marketing and pricing
information for all policies;

« district staff review the bids, negotiates pricing, and
selects the companies;

+ the board approves the negotiation and purchase of
insurance for the coming year; and

+ the district bids and renews policies annually.

Based on onsite interviews, district staff are not involved
in negotiations with the insurance carriers and rely on the
broker’s recommendations to determine which policies
the district should purchase. The district has no policies
or procedures to inform or guide staff in the process for
purchasing insurance. The CFO’s involvement is to
present the broker’s recommendations to the board for
approval. Subsequent to the onsite fieldwork, district staff
indicated that a licensed broker is required to negotiate
directly with the insurance companies and that the Risk
Management Department negotiates the pricing with and
through the approved broker. Staff also indicated that
Houston ISD has an annual bid schedule established to
either rebid or renew each type of insurance and that a
committee is formed to evaluate all bids and make a final
recommendation to the board.

Property insurance premiums are based on Houston ISD’s
total insured values at risk and a rate of 0.2259 per
$100.0 of insured value, including taxes and fees. The
current statement of values for assets covered by insurance
totals approximately $5.1 billion and is expected to
increase as construction and renovations continue. As the
value of Houston ISD’s portfolio increases, the premiums

also will increase.

Materials presented at a March 2019 board meeting included
the following statement:

Houston ISD carries a portfolio of all risk property
insurance policies based on a manuscript form to
protect Houston ISD’s schools, support service
facilities, and contents valued at approximately $5.1
billion spread over an area of 312.0 square miles. The
current portfolio of policies includes limits of $250.0

126  TEXAS MANAGEMENT AND PERFORMANCE REVIEW — NOVEMBER 2019

LEGISLATIVE BUDGET BOARD STAFF — ID: 4986



HOUSTON INDEPENDENT SCHOOL DISTRICT

ASSET AND RISK MANAGEMENT

FIGURE 4-7
HOUSTON ISD PROPERTY INSURANCE PREMIUMS
SCHOOL YEARS 2017-18 TO 2019-20

(IN MILLIONS) PERCENTAGE CHANGE
CATEGORY 2017-18 2018-19 2019-20 FROM 2017-18
Total Premiums $7.1 $9.2 $10.7 50.7%

Total Limits Per Occurrence $250.0 $250.0 $250.0 0.0%
Value of District Buildings and Content $4,800.0 $4,900.0 $5,100.0 6.3%
Premium Rate Calculation 0.1615 per $100 0.1818 per $100 0.2259 per $100 39.9%

NoTE: Amounts for school year 2019-20 are projected.

SouRCE: Houston ISD, Property Insurance Reports, school years 2017—-18 to 2019-20.

million per occurrence, with separate sublimits for
named-storm wind, flood, and earthquake. The 2018-
2019 deductibles are $5.0 million per occurrence for
wind, hail, and/or flood losses due to a named storm;
and $500,000 per occurrence for losses due to wind,
hail, flood, and earthquake. The 2019-2020
deductibles are to be determined and will include
additional coverage for high-risk areas. A deductible
buy-back policy will be put in place to reduce the per-
occurrence deductible from $5.0 million to $2.5
million for wind, hail, and/or flood losses due to a

named storm.

Figure 4-7 shows the amount of premiums paid for
insurance coverage from school years 2017-18 t0 2018-19,
and the projected premiums for school year 2019-20.
Property insurance premiums for Houston ISD are
projected to increase by more than 50.7 percent during the
three-year period.

District staf stated that the $3.6 million increase in premiums
from school years 2017-18 to 2019-20 relate primarily to
increased building and construction, increasing property
values, and increased premiums due to damages from
Hurricane Harvey.

Determining the most effective course of action for short-
term and long-term planning requires first determining the
underlying cause of the large percentage increase in total
property premiums. Although the district seeks bids for
insurance coverage annually, it has not developed a strategy
that considers property insurance premium costs related to
the ongoing construction of buildings and facilities.
Subsequent to the onsite fieldwork, staff indicated that the
Risk Management Department works with the Construction
Services Department to update insurance coverage needs
based on new construction, repairs and building additions.

To mitigate the costs of increasing property insurance
premiums, effective school districts develop strategies that
consider their current and future property insurance needs.
Districts determine their needs based on the anticipated
construction of new schools and buildings, and the strategies
incorporate all available information relating to facilities and
increasing property values. To achieve savings on insurance
premiums, districts often consult external advisers to prepare
specifications and evaluate the bids. Through the bidding
process and the adviser’s evaluation of policies, districts
may achieve a decrease in total premiums ranging from 5.0
percent to 10.0 percent.

Houston ISD should analyze property insurance needs
based on construction projects and increasing property
values, and present a plan to the board to control increasing
premium costs.

The district should take the following steps to optimize
property insurance premiums:

+ the CFO and department staff should participate in
the bidding and negotiation of property insurance,
and the insurance broker should remain the source of
market and pricing data;

« the CFO should present to the board the proposed
coverages, options for controlling costs, and coverage

recommendations for the coming year; and

+ the CFO should inform the board regarding increases
in premiums so that the board can consider planning
and budgeting details in developing appropriate

strategies to mitigate costs.

The fiscal impact assumes the development of strategies to
decrease insurance premium costs by 5.0 percent, with the savings
per year based on the projected school year 2019-20 insurance
premiums, or $538,071 annually ($10,761,427 x 0.05).
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EFFECTIVENESS OF SELF-INSURED PROGRAMS (REC. 32)

Houston ISD has not evaluated self-insured funds to
determine whether the programs are operating efficiently.

The district self-funds health insurance, workers’ compensation,
and automobile insurance programs. Self-funding, also known
as self-insured insurance, is a plan in which the employer takes
on the financial risk of providing coverage and benefits to staff.
In self-funding insurance, organizations pay for expenses as
they are incurred. This model differs from traditional insurance
coverage in which an employer pays a predetermined premium
to an insurance carrier, a policy known as a fully insured plan.
Houston ISD’s employee group health insurance and workers’
compensation programs are internal service funds. Districts
use internal service funds to account for services provided that
are not expected to produce a profit.

The Benefits Department, which reports directly to the CFO,
manages the district’s health insurance. Revenues from staff and
district contributions fund the health and workers’ compensation
programs. Figure 4-8 shows the costs associated with funding
the health insurance program from school years 2014-15 to
2018-19; costs increased each year. The district projected an
operating loss of $2.1 million for school year 2018-19.

According to staff, the district decided to underfund
contributions to the health insurance program for school
year 2018-19 due to the fund surplus of approximately
$31.0 million at the end of fiscal year 2018.

During school year 2016-17, staff contribution rates to
the health insurance fund increased from 7.0 percent
to 9.5 percent. The district contribution increased
$10.0 million during each of school years 2017-18
and 2018-19.

Figure 4-9 shows Houston ISD’s health insurance
contributions from school years 2016-17 to 2018-19.
District contributions to fund the health insurance program
have increased steadily from $90.5 million during school
year 2016-17 to a projected $115.3 million during school
year 2018-19.

Subsequent to the onsite fieldwork, Houston ISD staff
indicated that the district issued a request for proposals for
group health insurance in 2017 for the 2018 plan year and
again in 2019 for the 2020 plan year to gauge market

conditions for insurance coverage.

Workers’ compensation is a self-funded program that Houston
ISD has structured as an internal service fund because it is

considered a service for staff. Figure 4-10 shows Houston
ISD’s workers compensation statement of revenues, expenses,
and changes in fund net assets from school years 2014-15 to
2018-19. After showing four years of positive operating
income from school years 2014-15 to 2017-18, the program
is projected to incur a net operating loss of $1.9 million for
school year 2018-19. This budgeted loss results from the
district’s efforts to decrease the contribution amounts to the
fund because the fund balance is projected to be approximately
$32.3 million in total net assets.

Figure 4-11 shows the workers’ compensation claims for
Houston ISD from school years 2015-16 to 2017-18.
Claims have remained relatively stable at approximately
2,100 claims per year from school years 2015-16 to 2017~
18; however, the total dollar amount of claims paid has
decreased slightly during the same period.

Houston ISD also is self-insured for automobile liability
exposures. When a district bus driver or staff is at fault for
damages, the liability insurance pays for the injured party’s
medical expenses and repair bills. However, the district must
cover the full cost for the repair and replacement of Houston
ISD vehicles.

Figure 4-12 shows Houston ISD’s automobile liability
claims and amounts paid from school years 2015-16
to 2017-18 and claims for school year 2018-19 as of
February 2019.

The district is unable to determine the total costs to Houston
ISD of self-funding the automobile insurance program because
it tracks amounts paid on liability claims only, not the costs of
repairs to district vehicles when staff or bus drivers are at fault.
The district’s financial procedures manual provides guidance
on the process for reporting accidents and the drivers
responsibility when using district-owned vehicles. However,
the manual does not describe the process for repairing district-
owned vehicles when the Houston ISD driver is at fault.

Houston ISD should analyze the self-funded insurance funds
compared to coverage offered by an independent insurance
provider and present the findings to the board.

To evaluate each self-funded insurance program, the CFO
and Risk Management Department staff should perform the
following actions:

+ analyze claims data for the self-insured programs
during a specified timeframe to compare actual

costs incurred in each fund to the related insurance
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FIGURE 4-8

HOUSTON ISD HEALTH INSURANCE STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCE ASSETS
SCHOOL YEARS 2014-15 TO BUDGETED 2018-19

CATEGORY 2014-15 2015-16 2016-17 2017-18 2018-19
Operating Revenues
Charges to Employees’ Other Funds $112,007,387 $119,186,998 $129,300,850 $149,653,307  $154,133,000
Miscellaneous $770,205 $719,689 $6,060,736 $9,323,506 $7,944,000
Total Operating Revenues $112,777,592 $119,906,687 $135,361,586 $158,976,813  $162,077,000
Operating Expenses
Payroll Costs $2,331,968 $1,101,412 $843,421 $1,023,119 $1,527,274
Purchased and Contracted Services $65,402 $6,470 $126,979 $4,185,104 $4,381,344
Supplies and Materials $17,801 $7,968 $9,861 $3,677 $12,000
Other Operating Expenses $13,781 $2,876 $4,111 $5,692 $20,400
Claims and Judgements $133,001,115 $141,327,026 $142,412,341 $139,817,987  $158,241,003
Total Operating Expenses $135,430,067 $142,445,752 $143,396,713 $145,035,579  $164,182,021
Operating Income (Loss) ($22,652,475) ($22,539,065) ($8,035,127) $13,941,234 ($2,105,021)
Nonoperating Revenues (Expenses)
Earnings on Investments $332,535 $212,976 $84,871 $130,690 $202,000
Total Nonoperating Revenue $332,535 $212,976 $84,871 $130,690 $202,000
Income (loss) Before Transfers ($22,319,940) ($22,326,089) ($7,950,256) $14,071,924 ($1,903,021)
Transfer Out $0 $0 $0 $0 $0
Change in Net Assets ($22,319,940) ($22,326,089) ($7,950,256) $14,071,924 ($1,903,021)
Total Net Assets, Beginning $69,957,143 $47,637,203 $25,311,114 $17,360,858 $31,432,782
Total Net Assets, Ending $47,637,203 $25,311,114 $17,360,858 $31,432,782 $29,529,761
NoTE: Amounts shown are actual for school years 2014-15 to 2017-18 and budgeted amounts for school year 2018-19.
SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.
FIGURE 4-9
HOUSTON ISD HEALTH INSURANCE CONTRIBUTIONS
SCHOOL YEARS 2016-17 TO 2018-19

2016-17 PERCENTAGE 2017-18 PERCENTAGE 2018-19 PERCENTAGE
CONTRIBUTION ACTUAL CONTRIBUTED ACTUAL CONTRIBUTED BUDGETED CONTRIBUTED
Employer Contribution $90,514,243 70.0% $110,749,402 74.0% $115,310,000 75.0%
Employee Contribution $38,786,606 30.0% $38,903,904 26.0% $38,823,000 25.0%
Total Contribution $129,300,849 $149,653,306 $154,133,000

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

premium costs associated with bidding coverage to

outside insurance carriers;

« for each category of insurance bid, require a broker to
present a minimum of three options showing varying
deductibles along with rationale for the recommended
plan based on an assessment of the district’s potential
gap coverage that could be needed in an average year;

« based on historic costs, determine whether it is

more effective to purchase automobile insurance
coverage for all district vehicles or whether the
board should establish a separate fund to self-insure
the district for damage claims that will cover the
true cost for repairing and replacing district vehicles

in a timely manner;
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FIGURE 4-10
HOUSTON ISD WORKERS’ COMPENSATION STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
SCHOOL YEARS 2014-15 TO 2018-19

CATEGORY 2014-15 2015-16 2016-17 2017-18 2018-19

Operating Revenues

Charges to Employees Other Funds $11,700,767 $9,419,981 $7,309,970 $8,551,430 $6,964,649
Miscellaneous $332,309 $564,704 $860,011 $475,066 $391,000
Total Operating Revenues $12,033,076 $9,984,685 $8,169,981 $9,026,496 $7,355,649

Operating Expenses

Payroll Costs $1,244,269 $1,321,003 $872,783 $1,762,975 $1,383,347
Purchased and Contracted Services $1,912,964 $518,202 $11,939 $10,797 $10,500
Supplies and Materials $4,861 $8,371 $2,120 $2,654 $18,960
Other Operating Expenses $430,913 $462,119 $32,599 $29,473 $518,840
Claims and Judgements $5,624,861 $4,854,683 $5,570,913 $6,631,703 $7,367,552
Depreciation $1,165 $1,165 $1,068 $913 $7,764
Total Operating Expenses $9,219,033 $7,165,543 $6,491,422 $8,438,515 $9,306,963
Operating Income (Loss) $2,814,043 $2,819,142 $1,678,559 $587,981 ($1,951,314)

Nonoperating Revenues (Expenses)

Earnings on Investments $158,664 $197,537 $290,387 $543,842 $296,000
Total Nonoperating Revenue $158,664 $197,537 $290,387 $543,842 $296,000
Income (loss) Before Transfers $2,972,707 $3,016,679 $1,968,946 $1,131,823 ($1,655,314)
Transfer In $0 $0 $0 $0 $0
Change in Net Assets $2,972,707 $3,016,679 $1,968,946 $1,131,823 ($1,655,314)
Total Net Assets, Beginning $24,850,945 $27,823,652 $30,840,331 $32,809,277 $33,941,100
Total Net Assets, Ending $27,823,652 $30,840,331 $32,809,277 $33,941,100 $32,285,786

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

« conduct an annual analysis of the claims in each fund FIGURE 4-11
HOUSTON ISD WORKERS’ COMPENSATION CLAIMS

SCHOOL YEARS 2015-16 TO 2017-18

to ensure that the amount set aside is sufficient to
meet the district’s associated needs; and

CATEGORY 2015-16 2016-17 2017-18
o present the results to the board for consideration Total Claims 2150 2091 2133
and final approval of the option that provides an
PP P P Total Incurred (in millions) $4.9 $4.3 $4.3

affordable and sustainable healthcare program for
Houston ISD staff. SOURCES: Legislative Budget Board School Performance Review
Team; Houston ISD, February 2019.

The district could implement this recommendation with

existing resources.
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FIGURE 4-12
HOUSTON ISD AUTOMOBILE LIABILITY CLAIMS
SCHOOL YEARS 2015-16 TO 2018-19 AS OF FEBRUARY 2019

CATEGORY 2015-16 2016-17 2017-18 2018-19 (1)
Open Claims 16 32 27 83
Closed Claims 688 629 532 115
Total Claims 704 661 559 198
Total Paid $1,977,771 $1,512,103 $711,530 $298,273

NoTE: Amounts for school year 2018—19 show claims as of February 2019.
SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

ADDITIONAL OBSERVATIONS

During the onsite visit, the review team observed additional
issues regarding the district’s programs and services to students,
staff, and the community. These observations are presented for
consideration as the district implements the reports other
findings and recommendations.

+ Although departments cooperate on some issues, better
coordination would mitigate risk more effectively. The
district should consider implementing an improvement
effort for the risk management process that charges all
responsible groups with jointly mapping the processes
involved in risk management functions, identifying
cross-functional activities, and seeking ways to improve
communication and mitigate risks.

o 'The district’s Self-insurance Recovery Fund (SIRF) was
established to pay the deductibles on insurance claims, to
assist campuses and departments with unexpected losses
at less than the amount of the insurance deductibles but
greater than their budgets can afford, and to provide a
ready source of funds for a major property loss so that
the district can take necessary actions immediately to
resume operations. Typically, SIRF funds the difference
between the cost of damages and the insurance
deductible of $250,000. Elementary schools must pay
the first $1,000 of damages from their budgets; middle
schools, high schools, and other facilities pay the first
$5,000. The self-funded Automobile Liability Insurance
Fund (ALIF) pays claims relating to bus and automobile
accidents when the district is at fault. Because SIRF and
ALIF serve the needs of departments and campuses, the
CFO should consider configuring these funds as internal
service funds with their own budgets and tracking their
amounts through the general fund. Accounting for the
funds in this manner will facilitate the tracking of costs
for each fund and improve their efficient management
and accountability.
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FISCAL IMPACT

Some of the recommendations provided in this report are based on state or federal laws, rules, or regulations, and should be
promptly addressed. Other recommendations are based on comparisons to state or industry standards, or accepted best practices,
and the district should review to determine the level of priority, appropriate timeline, and method of implementation.

The Legislative Budget Board’s School Performance Review Team has identified a fiscal impact for the following recommendation:

TOTAL 5-YEAR  ONETIME
(COSTS) OR (COSTS) OR
RECOMMENDATION 2019-20 2020-21 2021-22 2022-23 2023-24 SAVINGS SAVINGS

4. ASSET AND RISK MANAGEMENT

31. Analyze property insurance $538,071  $538,071  $538,071  $538,071  $538,071 $2,690,355 $0
needs based on construction
projects and increasing property
values, and present a plan to
the board to control increasing
premium costs.

Total $538,071 $538,071 $538,071 $538,071  $538,071 $2,690,355 $0
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5. PURCHASING AND CONTRACT MANAGEMENT

An independent school districts purchasing function
provides quality materials, supplies, and equipment in a
timely, cost-effective manner. Purchasing includes
identification and purchase of supplies, equipment, and
services needed by the district, and the storage and

of goods. 'The

Department and the Logistics Department perform

distribution Purchasing  Services

procurement functions for the Houston Independent

School District (ISD).

During school year 2017-18, professional and contracted
services accounted for $305.3 million in all funds, or 9.0
percent, of Houston ISD’s total expenditures. Contracts with
an annual value of less than $50,000 are approved by the
district’s controller, and those valued at $50,000 or more are
approved by the chief financial officer.

FINDINGS

¢ Houston ISD’s procurement procedures are inefficient

and lack central oversight and effective controls.

¢ Houston ISD lacks a comprehensive vendor
evaluation, selection and approval process.

¢ Houston ISD’s use of purchasing cards lacks clear
management, auditing guidelines, and financial controls

¢ Houston ISD lacks a process to manage and

administer contracts effectively.

¢ Houston ISD’s staff and board travel process is
ineflicient, which risks overspending.

¢ Houston ISD’s warehouse operations are inefficient,
and are not structured to provide the best value to
the distric.

RECOMMENDATIONS

¢ Recommendation 33: Develop procurement

processes for greater productivity and
efficiency, ensure that purchases are tracked,
and increase communication and training to

purchasing end users.

¢ Recommendation 34: Evaluate vendor management
procedures to ensure that practices are transparent and
equitable, and provide the best value for the district.

¢ Recommendation 35: Develop and implement
efficient auditing guidelines and financial controls
for purchasing card processing to safeguard
district assets and ensure that all transactions
follow district procedures.

¢ Recommendation 36: Develop clear, consistent,
and uniform procedures for contract development,
management, and reviewat the districtlevel, including
training for all staff with contract responsibility.

¢ Recommendation 37: Revise travel procedures for

more efficient travel processing.

¢ Recommendation 38: Review the efficiency of each
warehouse function and implement processes to
make the most productive use of warehouse services.

BACKGROUND

School districts in Texas are required to follow state and
federal laws and procedures applicable to purchasing. The
purpose of competitive bidding requirements in the Texas
Education Code, Section 44.031, is to stimulate competition,
prevent favoritism, and secure the best goods and services
needed for district operations at the lowest possible price.
The Texas (TEA)

comprehensive  purchasing module in the Financial

Education Agency developed a
Accountability System Resource Guide, which is available as a
resource for district purchasing.

Houston ISD’s Board Policy CH (LOCAL) authorizes the
superintendent, or a delegate, to determine the purchasing
method and make purchases of less than $100,000 in the
aggregate. These purchases must adhere to Houston ISD
Board Policy CH (LEGAL), which stipulates that the district
is responsible only for purchases made in accordance with
the adopted budget, state law, board policy, and district
purchasing procedures.

The chief financial officer (CFO) oversees the Purchasing
Services Department and the Logistics Department, which
manages warchouse and textbook operations. During school
year 2018-19, the Purchasing Services and Logistics
departments had a total of 106 staff. Of those staff, 97 were
funded through the district’s general fund, and nine were
funded through capital projects. The combined budget of the

LEGISLATIVE BUDGET BOARD STAFF — ID: 4986

TEXAS MANAGEMENT AND PERFORMANCE REVIEW — NOVEMBER 2019 133



PURCHASING AND CONTRACT MANAGEMENT

HOUSTON INDEPENDENT SCHOOL DISTRICT

FIGURE 5-1

HOUSTON ISD PURCHASING SERVICES DEPARTMENT ORGANIZATION

SCHOOL YEAR 2018-19

Chief Financial Officer

Business Logistics and Purchasing
Officer

Purchasing Services
General Manager

Category Manager Category Manager Senior Category Senior Category
‘ ‘ Manager Manager
Category Category ‘ ‘ ‘ ‘
Specialist — 4 Specialist — 4
Category Travel Account/Budget
Specialist— 6 | Representative Clerk
Purchasing ProCard General Clerk
Specialist Representative -3
Category Purchasing -3
Specialist — 6 Analyst — 2
Business Purchasing
System Specialist
Analyst

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, March 2019.

Purchasing Services and the Logistics departments during
school year 2018-19 was approximately $7.0 million, and
salaries were the largest component. Figure 5-1 shows the
organization of the Purchasing Services Department.

Houston ISD has three warechouses located at its Facilities
Services and Fleet Operations Administration site. The
textbook warchouse is the central storage for all district
textbooks. Warehouse operations stores goods such as office
supplies, classroom supplies, janitorial products, and dry food
service inventory. The furniture warechouse stores surplus and
nonusable furniture and equipment. Figure 5-2 shows the
organization of Houston ISD’s warchouse operations in the

Logistics Department.

Each department and campus has multiple purchasers who
submit purchase order requests for goods and services to the
Purchasing Services Department. The department maintains
the vendor master file, which contains information on vendors
who have received Houston ISD board approval to provide
specific commodities to the district. Instead of completing
paper requisitions, district staff making purchases through an

existing contract or from approved vendors use an electronic

shopping system within the district’s data-processing systems
applications and products (SAP) Supplier Relationship
Management, which manages purchasing and other business
functions. Districts and campuses enter the goods and services
they wish to purchase through an existing contract or from an
approved vendor into an electronic shopping cart, which takes
the place of paper requisitions. After initiating the shopping
process, an electronic routing and approval process leads to a
match of purchase order, goods receipt, and vendor invoice.

'The Purchasing Services Department manages the use of purch-
asing cards by departmentand campus staff for certain purchases.
Additionally, the department processes travel arrangements and
payments for district staff, students, and chaperones.

Some procurement and contract management functions are
managed in other departments. In November 2012, Houston
ISD issued $1.9 billion in construction bonds, of which $1.6
billion was used to build 40 campuses and $252.0 million for
other projects, such as renovations, technology upgrades, and
improvements. Figure 5-3 shows the organization of the
Bond Program Office in the Construction Services Department
for positions that have procurement responsibility.
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FIGURE 5-2

HOUSTON ISD LOGISTICS DEPARTMENT WAREHOUSES OPERATIONS ORGANIZATION
SCHOOL YEAR 2018-19

Chief Financial Officer

Business Logistics and Purchasing
Officer

Logistics Senior Manager,

Warehouse
| | | |
Inventory Control Furniture Services Business Warehouser
Manager Manager Analyst
General Clerk — 6
Warehouse | Warehouser
Team Lead -6
Warehouse General Clerk — 2 Textbook Plant
Operations Operations Operator
Distribution Manager Manager

Truck Driver — 8 General Clerk | Warehouser—

-4 Driver
Warehouser — 11 Warehouser — 4

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, March 2019.

FIGURE 5-3

HOUSTON ISD PROCUREMENT POSITIONS IN THE CONSTRUCTION SERVICES DEPARTMENT BOND PROGRAM OFFICE
SCHOOL YEAR 2018-19

Chief Operating Officer

Officer, Construction Services

General Manager
of Business Solutions

| | | |
Logistics
Manager

Furniture, Fixtures,
and Equipment Manager

Senior Manager
of Business Solutions

Senior Manager
of Quality Assurance

Team Leader

Construction Buyer — 2 Document Accountant — 2
Service Control
Representative Administrator
Vendor Vendor Buyer
Representative — 3 Representative

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, March 2019.
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Staff in the Houston ISD Controller’s Office also

perform certain procurement and  contract

management functions. Figure 5-4 shows

the organization of positions with  purchasing

responsibility in the Controller’s Office.

The  Accounts  Payable

Controller’s Office issues direct payments in the

Department  in  the

form of checks for purchases and makes certain

travel payments.

The Texas

Cooperative

Procurement and  Support  Services
Purchasing Program  enables volume
purchasing power for local governments and assistance
organizations. Figure 5-5 shows the 20 cooperative
purchasing arrangements in which Houston ISD

participates and their description.

FIGURE 5-4

HOUSTON ISD CONTROLLER’S OFFICE PURCHASING AND
CONTRACT MANAGEMENT POSITIONS

SCHOOL YEAR 2018-19

Chief Financial Officer

Controller

Accounts Payable
Manager

Accountant
Team Lead

Out-of-district/
In-district Travel

Direct Payment

SOURCES: Legislative Budget Board School Performance Review
Team; Houston ISD, March 2019.

FIGURE 5-5

HOUSTON ISD MEMORANDUMS OF UNDERSTANDING AND COOPERATIVE PURCHASING ARRANGEMENTS

SCHOOL YEAR 2018-19

ORGANIZATION ARRANGEMENT

Regional Education Service
Centers: Il (Region 3), IV
(Region 4), V (Region 5), VI
(Region 6), X, (Region 10),
XIV (Region 14)

BuyBoard Purchasing
Cooperative

Texas Department of
Information Resources (DIR)

The Cooperative Purchasing
Network (TCPN)

Regions 3, 4, 5, 6, 10, and 14 perform cooperative purchasing services for their members by soliciting
open catalog bids in the following bid categories: (1) school and office supplies, instructional materials,
and furniture; (2) computer hardware, software, supplies, and accessories; and (3) physical education
and athletic equipment and supplies.

Membership in this cooperative increases the purchasing power of government entities and simplifies
their purchasing experience by using a customized electronic purchasing system.

DIR is the state’s technology agency through which school districts can purchase products and
services at discounts without lengthy procurement processes.

TCPN is associated with Education Service Center Region V. TCPN leverages purchasing power
by soliciting competitive proposals and awarding contracts for commonly purchased products and

services such as facilities, furniture, office supplies and equipment, security systems, technology, and

other goods and services.

National Association of Urban  Through a memorandum of understanding with the district, NAUDL operates and manages debate

Debate Leagues (NAUDL)
urban debate league model.

programs at 16 Houston ISD high schools according to the national best practices of the association’s

Harris County Department of A cooperative agreement enables HCDE and Houston ISD to participate in each other’s competitively

Education (HCDE) bid contracts.

Federal General Services
Administration and Schedule

Along-term contract issued by the U.S. General Services Administration (GSA) to a commercial
technology vendor. Award of a Schedule 70 contract signifies that the GSA has determined the

70 vendor’s pricing is fair and reasonable and the vendor is in compliance with all applicable laws and

regulations.

Houston-Galveston Area
Council (HGAC)

National IPA/U.S.
Communities (OMNIA)

Texas Multiple Award
Schedule (TXMAS)

The HGAC cooperative purchasing program assists local governments through government-to-
government procurement service available nationally.

OMNIA is a purchasing cooperative providing purchasing contracts and partnerships for state and
local government, kindergarten to grade 12 education, and colleges and universities.

The Statewide Procurement Division at the Texas Comptroller of Public Accounts establishes TXMAS
contracts as a supplement to competitively awarded contracts by the federal government or other

governmental entities to service the procurement needs of authorized Texas governmental entities.
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FIGURE 5-5 (CONTINUED)

HOUSTON ISD MEMORANDUMS OF UNDERSTANDING AND COOPERATIVE PURCHASING ARRANGEMENTS

SCHOOL YEAR 2018-19

ORGANIZATION ARRANGEMENT

Pace Purchasing Cooperative PACE is administered by Education Service Center Region 20 and provides school districts and

Regions 13 and 20 (PACE)

charter schools with opportunities for greater efficiency and economy in providing goods and services.

Interlocal Purchasing System/ TIPS/TAPS is a cooperative purchasing program established for use by schools, colleges, universities,

Texas-Arkansas Purchasing
System (TIPS/TAPS)

E&I Cooperative Services

cities, counties, and other governmental entities.

This nonprofit purchasing cooperative provides contracts and dedicated member resources to the

national education community, including kindergarten to grade 12 schools, community colleges, and

higher education.

National Cooperative

Purchasing Alliance (NCPA) sectors.

Texas Association of School
Boards

NCPA is a national government purchasing cooperative with members in the public and nonprofit

A cooperative agreement helps members facilitate compliance with state requirements, find qualified
vendors, and realize potential economies.

SOURCES: Legislative Budget Board School Review Team, March 2019; Houston ISD Purchasing Department, March 2019.

DETAILED FINDINGS

PROCUREMENT PROCESS OPERATING PROCEDURES
(REC. 33)
Houston ISD’s procurement procedures are inefficient and

lack central oversight and effective controls.

The Purchasing Services Department lacks a process to
distribute shopping cart processing efficiently, does not
communicate department structure or train end users, has
ineflicient contract proposal processing systems, has a
processing system that does not interface with the system
used in the Bond Program Office in the Construction
Services Department, and might not be tracking aggregate
spending properly because of the use by certain staff of direct
payments instead of the shopping cart process.

Campuses and departments are required to follow the
district’s procurement process when purchasing goods or
services. The Purchasing Services Department primarily
performs the procurement function. Four category
managers oversee groups of category specialists that perform
all tasks associated with procuring goods and services for
specific functional areas. Figure 5-6 shows the distribution
of category specialists among these departments and
functional areas.

Category specialists perform all tasks related to creating
contracts. These tasks include coordinating with departments
and campuses to develop solicitations, posting solicitations
on the district website, answering questions about
evaluation committees, and

solicitations, facilitating

implementing the awarded contracts through the shopping

cart process. Category specialists both prepare contracts and
facilitate purchases in accordance with those contracts for the
functional areas they serve. Purchasing specialists assist
category specialists with processing shopping transactions.
The department has purchasing specialist positions in two
category groups.

The process managing shopping carts is inefficient.
Department and campus staff use the electronic shopping
cart system to request purchases. The district programmed
the shopping cart system to assign an open shopping cart to
the category specialists in each functional area group. As a
result, regardless of the volume of workload in other groups,
only the category specialists in that group receive the system
notification. Shopping cart transactions often are delayed
because category specialists do not have access to the
shopping carts of category specialists in other groups.
Purchasing Services Department staff report that shopping
transactions are expected to be processed within five to
seven days, but many transactions require 10 days or more

to complete.

A district requirement for vendor proposals results in a
burden for district staff and vendors. Houston ISD requires
potential vendors to submit two physical copies of a proposal
in a sealed container. The district does not require vendors to
provide a digital copy of their proposals, although some do.
Purchasing Services Department staff open the boxes
containing each bid and organize the proposals into binders.
Staff are required to enter the data from all proposals
manually into spreadsheets, even if vendors have provided
digital copies of proposals. After the proposals are evaluated,
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FIGURE 5-6
HOUSTON ISD PURCHASING CATEGORY DISTRIBUTION BY MANAGER GROUP
MARCH 2019
GROUP A: GROUP B: GROUP C: GROUP D:

6 CATEGORY SPECIALISTS 4 CATEGORY SPECIALISTS

6 CATEGORY SPECIALISTS

4 CATEGORY SPECIALISTS

Academics Department Construction Services

Business Operations Facilities Services

Career and Technical
Education Department

Warehouses Operations

College and Career Readiness
Department

Internal Audit Department

External Funding Department Purchasing Services

Family and Community Board of Education

Engagement
Finance Department Supplier Diversity Department
Fine Arts Curriculum Program

Government Services
Department

Health and Medical Services
Program

Home Instruction for Parents of
Preschool Youngsters Program

Human Resources Department
Legal Services Department
Library Services Program

Medicaid Finance and
Consulting Divisions
Department

Multilingual Department

Professional Development
Department

Research and Accountability
Department

School Choice Department
School Support Department
Special Education Department

Student Assessment
Department

Student Support Services
SouRCE: Houston ISD, March 2019.

Athletics Department

Benefits Department

Nutrition Services Department

Police Department

Information Technology
Department

Fleet Operations Division

Transportation Department

Administrative Services

Department

Risk Management Department

the district stores the physical copies of each proposal. These
tasks are labor-intensive for staff.

Transcribing data from paper proposals to electronic
spreadsheets risks transcription or typographical errors that
could affect a vendor’s evaluation. This process increases the

possibility that the district might not select the most qualified

vendor, or that a vendor disqualified for this reason might
protest. Additionally, requiring potential vendors to submit
physical copies of proposals instead of electronic copies costs
vendors time and money. This cost may discourage capable
vendors from bidding on district projects, which limits the

pool of vendors available to Houston ISD. This paper-
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dependent process also requires the district to store hard
copies of proposals, which is an inefficient use of space.

Another inefliciency relates to a duplicate proposal evaluation
and scoring processes in two departments. After Purchasing
Services Department staff have entered the proposal data
into a spreadsheet, they provide vendor contact information
to the Supplier Diversity Department. The Supplier Diversity
Department staff evaluate each vendor’s bid for compliance
with department-identified goals for minority-owned and
women-owned business participation. The evaluator in
Supplier Diversity prepares and tabulates these scoring sheets
to generate a score electronically and then provides the score
to the category specialist. The category specialist enters the
score into the department’s evaluation matrix template.

The Bond Program Office in the Construction Services
Department performs procurement transactions made in
accordance with the 2012 Bond Program. The Bond Program
Office works with the Purchasing Services Department to
process bond project contracts but performs all procurement
functions related to those contracts independently.

The Bond Program Office uses Prolog construction
management software to process all bond program-related
transactions. This software does not integrate with
OneSource, the SAP system used by the Purchasing Services
Department. Bond Program Office staff must reconcile
transactions between the systems, which is time-consuming
and increases the difficulty of tracking construction project
spending for aggregate vendor totals.

During onsite interviews, staff indicated that department
and campus staff are not trained adequately nor informed
about the procurement process. For example, many staff
reported not knowing that the Purchasing Services
Department is organized by functional areas. The district
does not communicate Purchasing Services functional area
category assignments to staff, nor does this information
appear on Houston ISD’s website. As a result, campuses and
departments must call the Purchasing Services Department
to determine which category manager or specialist to contact
for assistance.

Campus and department staff stated that they often request
checks for vendors directly from Accounts Payable instead of
using the electronic shopping system. Direct payments
require staff to submit one form to the accounts payable
clerk, and the process requires one to two days, compared to
weeks for the electronic system. When campuses and
departments request direct payments, risk increases that the

district is not tracking aggregate spending accurately through
vendor contracts.

Houston ISD procedures state that all purchases should be
processed through the Purchasing Services Department, with
several specific exceptions. The procedures also authorize a

category of other that is not specified.

The use of direct payments instead of the electronic shopping
system and the operation of incompatible payment systems
in Purchasing Services and Construction Services make it
difficult for the Purchasing Services Department to track
spending accurately in accordance with each district contract.
This uncertainty regarding the amount of spending through
certain contracts could place Houston ISD at risk of violating
board policy and statutory requirements for contracts valued
at $50,000 or greater.

Cypress—Fairbanks Independent School District has a section
on its website for Purchasing Solicitations through which
vendors can submit electronic bids for requests for proposal.
Both current bid opportunities and awarded bids are posted
on the website for easy reference. The site also contains
information on relevant purchasing laws, Purchasing Services
Department procedures, the district’s purchasing manual,
district requirements for quotes and bids, and a tutorial on
electronic bidding for suppliers. Using electronic bidding is a
more efficient use of procurement staff’s time, provides a
central place for bidding, enables more suppliers to
participate, and decreases the possibility of error by enabling
the supplier to provide all relevant information themselves in
the final format.

Houston ISD should develop procurement processes for
greater productivity and efficiency, ensure that purchases are
tracked, and increase communication and training to
purchasing end users.

The district should amend its procurement procedures and
request for proposal instructions to authorize bids to be
submitted electronically in a format that can be processed
easily by procurement staff. Houston ISD should investigate
the costs and benefits of an electronic procurement system
that enables electronic proposal submission, evaluation, and
vendor registration. Utilizing an electronic procurement
system will minimize manual contract processing by
purchasing staff.

To ensure that the Purchasing Services Department can track
aggregate spending accurately in accordance with each
contract, the CFO should direct the controller to reject any
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request for a direct payment other than for the specific items
included in the Finance Procedures Manual. The department
should eliminate the other category in its procedures.

The CFO should work with the Bond Program Office in the
Construction Services Department to implement a payment
system that integrates with the Purchasing Services
Department’s system. The district should implement a
training plan based on a survey of training needs for
purchasing end users, and should use effective methods to
inform district staff and potential suppliers about its
purchasing procedures.

To better balance the procurement processing workload, the
district should modify its shopping system so that each category
specialist has access to the queues in all functional areas.

Since the time of the review team’s onsite visit, district staff
report that the Purchasing Services Department lists
functional area contact information on the district intranet.
Additionally, district staff report that they coordinate with
the board to authorize electronic bid submissions in addition
to paper submissions.

The district could implement this recommendation with

existing resources.

VENDOR MANAGEMENT (REC. 34)

Houston ISD lacks a comprehensive vendor evaluation,
selection, and approval process.

According to Houston ISD’s procurement procedures, the
district conducts a request for proposal (RFP) process when
seeking to procure goods or services through contracts that
are valued at $50,000 or more. An RFP is a process in which
an organization solicits a proposal from vendors through a
bidding process to procure a commodity, service, or valuable
asset. Purchasing Services Department staff work with the
requesting campus or department to develop an REP. After
an RFP is posted on the district website and the proposals are
received, the Purchasing Services Department forms an
evaluation committee. Committee members are required to
complete a conflict-of-interest form. The committee scores
each proposal and recommends that one or more vendors be
awarded contracts. Sometimes the evaluation committee
recommends every vendor that submitted a complete
proposal or just one vendor.

During the onsite fieldwork, staff reported that the
Purchasing Services Department presents all vendors that
meet the terms of the RFP to the board for approval. They

stated that the department has taken this approach rather
than explain the approval criteria to Houston ISD board
members that have been approached by vendors asking why
they had not been selected.

The Purchasing Services Department awards a master service
agreement (MSA) contract to each board-approved vendor.
This contract specifies the goods and services that vendor can
provide and the total amount the district can spend for those
goods or services. The district’s procurement procedures do
not limit the number of vendors with which it can contract
for any good or service, and the Purchasing Services
Department has no procedures to guide staff in choosing
among approved vendors.

If their budgets can afford the purchases, campuses and
departments are authorized to select any board-approved
vendor without soliciting quotes or bids.

Failure to require multiple quotes from approved vendors
places the district at risk of overpaying for goods and services.
Although the MSAs confirm certain aspects of the price,
such as an hourly rate or unit price, the total cost can differ
among approved vendors. By not comparing multiple quotes,
the district does not ensure the best value with each purchase.

Although the RFP evaluation committee members complete
aconflict-of-interest form, staffat the campus and department
levels who choose among approved vendors do not have to
complete conflict-of-interest forms. This practice presents
the possibility that staff making vendor selection decisions
could favor one approved vendor over another based on a
personal relationship or for financial gain.

Some elements of the Houston ISD procurement process
risk noncompliance with federal and state law. The U.S.
Code of Federal Regulations, Section 200.319, states, “All
procurement transactions must be conducted in a manner
providing full and open competition consistent with the
standards of this section. ... Some of the situations considered
to be restrictive of competition include ... any arbitrary
action in the procurement process.” The Texas Education
Code, Section 44.031, requires most school district contracts
valued at $50,000 or more to be issued using a method that
provides the best value for the district.

The Council of the Great City Schools published Best
Practices in Urban Public School Procurement: Guidelines,
Standards, and Lessons in October 2018. The report
recommends that, when multiple awards are appropriate, the
number of awardees should be determined by the requesting
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campus or department before issuing the RFE and that the
requestor should not expand the number of awardees after
the scoring has been completed. When Cypress—Fairbanks
ISD (CFISD) awards vendor contracts, it lists primary,
secondary, and tertiary vendors for a contract to assure that
all approved vendors are used. CFISD website also contains
a full list of reported disclosure statements from local
government officers, including board members, the
superintendent, and district staff involved in any aspect of
vendor recommendation or selection. By posting this
information, CFISD provides transparency around vendor
contracting and strong assurances that the process is free of
conflicts of interest.

Houston ISD

procedures to ensure that practices are transparent and

should evaluate vendor management

equitable, and provide the best value for the district.

The district should require all staff that identify approved
vendors to reveal possible conflicts of interest. The
evaluation committee should identify the number of
vendors needed for a particular contract and include this
information in the RFP to provide transparency for
prospective vendors when feasible. The district should
evaluate procurement procedures to require that end users
request multiple quotes when identifying the approved
vendors as a way to ensure effective use of district funds.
Department and campus staff should identify the vendor
offering the lowest price and best value or provide
justification to the Purchasing Services Department for
why a higher-priced vendor would better serve the district.

The district could implement this recommendation with

existing resources.

PURCHASING CARD ADMINISTRATION (REC. 35)

Houston ISD’s wuse of purchasing cards lacks clear
management, auditing guidelines, and financial controls.

The district provides purchasing cards issued by J.I. Morgan
Chase to staff for district-related business purchases.
According to the district’s Purchasing Manual, purchasing
cards enable authorized users to procure goods and services
that cost less than $1,000 per transaction and are limited to
$7,500 per month. The Purchasing Services Department
trains eligible cardholders monthly. Card users also must sign
a “Purchasing Card Cardholder contract Agreement,” which
specifies the rules for using the card.

The district lacks a board policy or Purchasing Services
Department procedure that specifies the requirements for

the approval of purchases made with a purchasing card. Each
campus and department wuses a different purchase
authorization procedure. Some campuses and departments
require the cardholder to obtain permission from the fund
approver before the purchase. The district also has no board
policy or department procedure that specifies the number of
cards issued to campuses and departments. Typically, each
elementary school has three purchasing cards, each middle
school has four, and each high school and department has
five cards. Certain departments, including the Maintenance
Department, have more.

According to district data from September 1, 2017, to August
31, 2018, staff made 118,994 purchasing card transactions
and spent a total of $28.1 million during this period.

Authorized card holders receive monthly statements. Before
submitting the statement to the Purchasing Services
Department, the cardholder must approve and sign the
statement, allocate expenses to the appropriate account,
attach receipts, and obtain the approval and signature of the
fund approver. Three purchasing card representatives (PCR)
in the Purchasing Services Department audit and allocate
purchasing card expenses for the district. PCRs check the
statements, receipts, and authorizations monthly. PCRs also
check for account codes and ensure that funds are available.

Users are instructed to use the purchasing cards only to buy
from authorized vendors. However, cardholders could use
these purchasing cards at non-authorized vendors.
Cardholders who use the cards at non-authorized vendors
receive warnings from the Purchasing Services Department.
PCRs also issue warnings to users who do not provide
receipts or that make card purchases in prohibited categories.
The Houston ISD purchasing cardholder contract and
agreement, signed by the cardholder and fund approver,
identifies the specific items that cannot be purchased with
the card. After three warnings, the PCR deactivates the card
and suspends the user from the purchasing card program.
'The user must attend corrective training to regain purchasing
card privileges. The senior category manager of the PCR
team determines when the cardholder can be reinstated in
the purchasing card program. A user who commits a fourth
violation may be prohibited permanently from using a
district purchasing card.

No board policy or department procedure extracts
reimbursement from staff who make improper or disallowed
purchases. PCRs and managers who audit purchases have no
automated method to track violations and depend on a
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manual tracking system. After identifying a violation during
the audit process, the PCR contacts the cardholder to correct
the error and to enter the correction into the procurement
system. Staff report that PCRs keep error files, but often do
not have time to confirm whether the cardholder corrected
the violation.

During calendar year 2016, Houston ISD’s Office of
Internal Audit audited the purchasing card program. It
found that internal controls were not effective to ensure
that purchasing card purchases were reviewed, approved,
and recorded properly and timely. A follow-up audit during
calendar year 2019 found that the district had not corrected
these issues. The 2016 audit report determined that the
automated system control for limiting individual
transactions to $1,000 was effective, but that users were
circumventing that limit by splitting larger transactions.
Split transactions occur when two or more purchases are
made from the same vendor within a short period. The
2019 report confirmed that this practice continued. Both
reports documented many unauthorized, prohibited, and
inappropriate purchases. The 2016 internal audit also noted
that fund approvers do not allocate purchases consistently
to the appropriate fund within the 10-day period. This
inconsistency resulted in a $289,940 mass allocation of
transactions at the end of the fiscal year, which senior
management approved as an exception. None of these
purchases were approved or reviewed as required by district
procedures. Staff report that effective fiscal year ending
June 30, 2018, the district is no longer mass allocating

purchasing card transactions.

Houston ISD’s 2016 internal audit report recommended
enhanced communication and training on purchasing card
program procedures for cardholders, principals, department

heads,

recommended the need to allocate purchases to the

and fund approvers. Specifically, the report
appropriate budget or fund, review, and approve purchasing
card transactions within 10 business days. The 2019 audit
found that the original recommendation was implemented
partially. The report updated the recommendation to
reinforce timely districtwide transaction allocations and
approval procedures to minimize the amount of year-end
mass allocations. The Purchasing Service Department
implemented an alternative plan of sending periodic email
messages regarding training, updates, and reminders to all
purchasing cardholders and fund approvers. PCR staff
confirmed during the onsite visit that the Purchasing Services
Department is developing the email list for this purpose.

The 2016 report also recommended implementing a
continuous monitoring program using computer-assisted
audit tools (CAAT) to conduct data analysis for optimal
review of districtwide transactions, specifically for split
transactions and unauthorized, prohibited, or inappropriate
transactions. Among transactions audited during calendar
year 2016, 68.0 percent were split transactions.
Unauthorized, prohibited, or inappropriate transactions are
defined in the Purchasing Card User’s Manual, the cardholder
contract, and the Finance Procedures Manual. Six of the 110
transactions (5.0 percent) reviewed in 2016, totaling
$5,369, were found to be unauthorized, prohibited, or not
for Houston ISD business purposes. The 2019 audit found
that the district had not implemented the recommended
CAAT review system.

The district is auditing every purchasing card purchase,
rather than randomizing audits as recommended by the
audit report. During the onsite review, staff reported
problems with the software to randomize the audits and
that the district will be changing its purchasing card
vendors. The total number of pending audits continues to
grow because the number of incoming purchasing card
transactions is greater than the number of audits completed.
As PCRs receive new transactions to audit, older audits are
moved further down the queue. According to staff, no
district procedure specifies the order in which audits should
be performed, and PCRs had decided on their own to work
from newest to oldest. Houston ISD pays the bank
statement for purchasing cards monthly, regardless of
whether the Purchasing Services Department has audited
all the associated transactions.

Auditing every purchasing card transaction is time-
consuming. By not completing the audits in a timely manner,
the district risks paying for improper or prohibited purchases.
It is inefficient to audit purchasing card transactions from the
previous fiscal year because the district has no way to address
errors after the CFO’s Office has closed the fiscal year records.

Management of purchasing cards and the stated daily limits
also are inconsistent and not defined clearly. The Purchasing
Services Department can raise limits individually for a
requested purchase that exceeds the daily limit; however, the
department has no formal procedures to regulate this activity.

Houston ISD does not have a calendar date by which staff
must stop using purchasing cards, nor does it deactivate
cards at a particular date. Staff report that campus and
departments have used purchasing cards undil the last day
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of the school year. The Purchasing Services Department
authorizes certain end of the year purchasing card
transactions in special and emergency situations with the
department’s prior approval. When purchasing cards are
used late in the fiscal year, the purchases are carried forward
into the next fiscal year and require special approval.
Additionally, staff said that too many year-end purchases
are made in an effort to use remaining funds in a budget
rather than for actual needs.

Without efficient management auditing guidelines and
financial controls of purchasing cards, staff are not able to
process audits in a timely manner, increasing the risk for
fraudulent or unauthorized transactions to occur.

Houston ISD should develop and implement efficient
auditing guidelines and financial controls for purchasing
card processing to safeguard district assets and ensure that all

transactions follow district procedures.

Houston ISD should establish an auditing plan that uses
CAATs to review purchasing card transactions, including
random purchases and high-dollar value transactions. A
formal audit plan aligned with the district’s internal audit
recommendations helps the district operate more efficiently
and prevent a backlog of audits. The purchasing services
general manager should determine in which order PCRs
should process audits, work with the Information Technology
Department to implement this process in the computer
system, and communicate the process to staff.

Houston ISD also should implement an automated
violation tracking system and work with the Legal
Department to investigate using payroll withdrawals to
recover disallowed purchases from staff. The district
should develop a board policy outlining the process for
onetime purchasing card limit increases and standardize
the number of cards assigned to departments and campuses.
The purchasing services general manager should develop
a procedure to implement the board policy and
communicate this process to purchasing card users and
fund approvers.

The district should standardize purchasing card procedures
to require campuses and departments to obtain permission
from the funding authority and allocate the expense to the
appropriate account before the charge is made. The district
should implement a process for disabling purchasing cards at
a predetermined fiscal year-end cutoff date for all
nonemergency purchases. This practice will encourage
planned purchases throughout the year.

Since the time of the review, the district reports that the
Purchasing Services Department submits the names of
purchasing card users and fund approvers who have repeatedly
violated purchasing card policies and grossly negligent
transactions to the Office of Ethics and Compliance for further
investigation. However, the district did not provide the review
team supporting documentation for this procedure.

The fiscal impact assumes, based on the internal audit
findings, that the district could save 5.0 percent of its
$28,097,855 school year 201718 purchasing card spending,
or $1,404,893.

CONTRACT ADMINISTRATION (REC. 36)

Houston ISD lacks a process to manage and administer
contracts effectively.

Most Houston ISD contracts are required to follow the
contract development process outlined in the districts
e-Contracts for Services (eC4S) procedure manual. Figure
5-7 shows the steps that staff follow to develop a contract.
The department staff involved at each stage can reject the
contract draft, in which case the process must be redeveloped
from the beginning.

This process is used for all contracts except for charter school
contracts, professional services for special education
contracts, and construction contracts that are part of the
2012 Bond Program. Administering and storing contracts in
departments other than the Purchasing Services Department
may lead to inefficiencies in processing, potential violations
in contracting, and overlooked opportunities for savings.
Houston ISD entered three-year contracts, from July 1,
2018, to June 30, 2021, with 13 charter operators for in-
district charter schools, subject to annual renewals by the
board. The board most recently approved the renewals in
April 2019. Charter school contracts are administered by the
CFO and are not stored on the eC4S system.

The director of compliance, instruction, and services in the
Special Education Department negotiates, administers, and
stores copies of the paper contracts for professional services
for special education. The district’s general counsel is the
only reviewer of these contracts, and they are not stored on
the eC4S system.

For construction contracts that are part of the 2012 Bond
Program, the Purchasing Services Department coordinates
with the Construction Services Department to develop,
present, and evaluate requests for quotations, and perform
risk management and background checks during the pre-
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FIGURE 5-7
HOUSTON ISD CONTRACT DEVELOPMENT PROCESS
MARCH 2016

The Contract Request Form is initiated. The initiator enters all necessary components of the contract, such as the contract amount,
type, date of initiation, effective date, expiration date, project description, requesting department, staff who will approve the contract,

and appropriate budget item.

Campus or department approver receives the contract. Staff may return the contract with changes or approve the contract and proceed

to the third step.

Purchasing Services Department verifies the contract to ensure that the vendor has been approved for the items and dollar amount in
accordance with the contract. The contract is then placed on the board agenda for approval.

The Finance Department reviews the contract for budgetary compliance.

The Legal Services Department reviews the contract. Contracts of less than $100,000 can be reviewed by any Legal Services
Department staff; contracts of $100,000 or more must be reviewed by the general counsel.

The chief financial officer (CFO) approves contracts of $50,000 or more or the controller approves contracts of less than $50,000. The
contract approvals are now complete, and the contract returns to the Legal Services Department to be executed.

The contract is signed electronically by the vendor, then printed out and signed by either the CFO for contracts of $50,000 or more or
the controller for contracts of less than $50,000 and the Legal Services Department staff that reviewed the contract.

For contracts of less than $50,000, the contract with physical signatures is delivered to the Accounting Department and uploaded to
the electronic contract site. The physical copy is stored in the Accounting Department.

For contracts of $50,000 or more, the contract is signed by the superintendent, then the board. After the contract is signed, it is
delivered to the Accounting Department and uploaded to the electronic contract site. The physical copy is stored in the Records

Management area, a part of the Accounting Department.

Campuses and departments can initiate the shopping process to purchase goods and services in accordance with the contract.

SouRCE: Houston ISD, e-Contracts for Services Manual, March 2016

contract period. After the board approves the contracts, the
Purchasing Services Department is no longer involved in
contract management and the Construction Services
Department takes over the execution and monitoring of the
contracts. These contracts are stored on the Construction
Services Department construction management software

system, not on the eC4S system.

Houston ISD reports that, as of March 2019, the district had
1,759 active contracts totaling $7.2 billion. Contract
amounts were reported as the total value for the term of the
contract. Figure 5-8 shows the 10 campuses or departments
with the greatest number of contracts. Construction contracts
in accordance with the 2012 Bond Project were reported by
category such as Information Technology and Facility
Services Administration, and by campus, such as Wheatley
High School. Charter school contracts were not included in
the data provided by district for this review.

The district processes for administering and managing
awarded contracts are ineffective and inefficient. The
Purchasing Services Department has no procedures to

request or document vendor performance, nor does it have a
formal process for campuses and departments to provide
feedback regarding vendor performance. During onsite
interviews, staff said often they were notified late in the
process when a contract expired, if at all. Figure 5-9 shows
the contract administration implementation and the review

teamn’s assessment of the district’s process.

Despite using an electronic contract approval process, the
district does not capture all aspects of contract management
that could prevent fraud and abuse by vendors and district
staff. Contracts that do not follow the eC4S procedure are not
available immediately for review or audit. Failure to monitor
contracts for compliance and to conduct cost-benefit analyses
on renewal increases the district’s risk of overspending on

services and not receiving the best value for its investment.

By not appropriately documenting and monitoring contract
and vendor performance, the district might not have access
to legal remedies against breach of contract, unsatisfactory
performance by a vendor, or any other loss to the district

resulting from a service contract or provider.
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FIGURE 5-8

HOUSTON ISD CAMPUSES AND DEPARTMENTS WITH THE LARGEST NUMBER OF CONTRACTS AND CONTRACT VALUES

SCHOOL YEAR 2018-19

DEPARTMENT OR CAMPUS CONTRACTS VALUE (IN MILLIONS)
Procurement Department 119 $2.9
Human Resources Department 69 $55.0
Health and Medical Services Department 68 $.2
Information Technology/Project Management Office (1) 68 $248.3
Advanced Academics Department 61 $479.1
Special Education Department 58 $76.0
Wheatley High School (1) 57 $1.0
Facility Services Administration Department (1) 57 $497.8
Information Technology Infrastructure/Engineering Department (1) 47 $353.1
Chief Academic Officer (2) 44 $416.7
NOTES:

(1) The category may include contracts in accordance with the district's 2012 Construction Bond Project.
(2) Some vendor contracts are made directly with the chief academic officer position instead of with a campus or department.

SOuRCE: Houston ISD, March 2019.

FIGURE 5-9

HOUSTON ISD CONTRACT ADMINISTRATION

SCHOOL YEAR 2018-19

CONTRACT CATEGORY

HOUSTON ISD IMPLEMENTATION

ASSESSMENT

Developing contracts

Training for Purchasing Services
Department staff and end users

Monitoring contract compliance

Reporting of contract compliance

Assessing vendor performance

Renewing contracts

Purchasing Services Department facilitates
contract development through the use of the
eContract For Services (eC4S) program for all
contracts except professional services in the
Special Education Department, charter school
contracts and construction services bond
contracts.

Purchasing Services staff attend twice monthly
training on general procurement topics. End
users call the Purchasing Services Department
with questions as needed.

Purchasing Services Department staff monitor
expiration and renewal dates of contracts in
their functional area.

Reporting of contract compliance is conducted
by campus or department on an informal basis.

The district provides a link on its website to
provide assessment of vendor performance.

Purchasing Services Department staff monitors
contracts for renewal dates and processes
renewals.

Purchasing Services Department procedures
for this process are documented in the eC4S
Manual.

No required contract management training
is provided for Purchasing end users. A One
Source module offers online training on the
eContracts for Services Manual.

Purchasing Services Department staff do not
monitor compliance with the contract terms and
conditions.

No board policy or department procedure
requires documentation of contract compliance
by departments, campuses, or the Purchasing
Services Department staff.

No board policy or department procedure
requires campuses or departments to assess
vendor performance.

Purchasing Services Department staff have no
documented process to follow when renewing
a contract.

Only contracts stored on the eC4S system are
monitored for renewal.

Campuses and departments report that contract
expirations often are not communicated to them
by the Purchasing Services staff.
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FIGURE 5-9 (CONTINUED)

HOUSTON ISD CONTRACT ADMINISTRATION

SCHOOL YEAR 2018-19

CONTRACT CATEGORY

HOUSTON ISD IMPLEMENTATION

ASSESSMENT

Storing contracts

Electronic versions of contracts are stored in
the eC4S system. Paper copies of the contracts
are kept by Records Management department.

Only contracts entered through the eC4S
system are stored centrally. Professional service
contracts for Special Education are not entered

through the eC4S system, and are kept in the
office of the director of compliance, instruction,
and services of Special Education. Copies of
these contracts are not stored centrally. Charter
school contracts are stored in the CFQO’s office.
Construction contracts in accordance with the
district’'s 2012 Bond Program are stored on the
construction management system used by the
Construction Services Department.

SOURCE: Legislative Budget Board School Performance Review Team, March 2019.

In accordance with the State of Téexas Contract Management
Guide, published by the Texas Comptroller of Public Accounts
in calendar year 2016, a key function of contract administration
is monitoring the contract vendor. This monitoring includes
ensuring that the vendor fulfills its legal obligations and
demonstrates adequate performance in all duties specified in
the contract. The 7exas ASM University System Contract
Management Handbook, 2016, states that “contract monitoring
may be viewed as a preventative function, an opportunity to
determine the contractor’s need for technical assistance, or a
valuable source of information concerning the effectiveness
and quality of services being performed.” The handbook
recommends that an organization consider the following
factors when determining what to monitor:

+ how the organization will know it received what it is

paying for;

+ how the organization will know that the contractor is

complying with the terms of the contract; and

+ how the organization will know that the contract is
complete and determine closure.

The Texas Education Agency’s Financial Accountability System
Resource Guide states that a system for the evaluation of vendors
and their performance is important to support an effective
purchasing function. It also states that effective school districts
attempt to develop an open and professional relationship with
vendors, but emphasizes the importance of using the following
best practices to document any issue that occurs:

+ note the date with an accurate description of the issue;

« contact the vendor with specifics on how the issue

needs to be corrected;

+ provide written notification to the vendor if the issue
persists and restate the issue and desired resolution;

o include breach-of-contract notification  with

associated cancellation of the contract; and

+ contact legal counsel if the issue is not resolved using
these steps.

Houston ISD should develop clear, consistent, and uniform
procedures for contract development, management, and
review at the district level, including training for all staff with
contract responsibility.

The district should establish a central repository for all active
contracts that is easily accessible to district leadership.
Purchasing Services Department staff should require formal
feedback from end users on vendor performance, as part of
the contracting process and use this feedback for new
contracts or renewals. Purchasing Services staff also should
work with end users to monitor vendor compliance to the
contract. When a contract is eligible for renewal, Purchasing
Services staff should perform and document a cost-benefit
analysis for contract renewal and communicate with end

users during the renewal process.

After refining contract development and administration
procedures, the district should implement a formal training
program for all staff involved in the development and
management of contracts. Training should include specific
methods to communicate with end users about all stages of
the contracting process. Purchasing Services Department
staff also should develop training for end users on relevant

aspects Of contract management.

The district could implement this recommendation with

existing resources.
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TRAVEL PROCESS (REC. 37)

Houston ISD’s staff and board travel process is inefficient,
which risks overspending.

Travel processes are executed by the Purchasing Services
Department in conjunction with the Controller’s Office and
the Board Services Department. The travel representative
(TR) in the Purchasing Services Department performs most
out-of-district travel arrangements for staff. Accounts payable
clerks in the Controller’s Office process certain out-of-district
and in-district travel reimbursement for staff. The Board
Services Department processes travel reimbursement for the
Houston ISD board members. The district reports that all
funds travel expenses for district staff totaled $4.4 million
during fiscal year 2017, $3.1 million during fiscal year 2018,
and $2.7 million during fiscal year 2019.

Pursuant to board policies and procedures and the district’s
Finance Procedures Manual, staff submit out-of-district
travel requests in advance to the administrator with budget
authority. The administrator submits approved travel request
to the TR, who makes travel arrangements and pays for the
travel expenses. Staff also may make and pay for their own
reservations for approved travel, in which case they submit
travel receipts to Accounts Payable for reimbursement after
the trip. If the district is paying only for conference
registration, the staff does not need travel authorization and
can request the registration be directly paid from the
Accounts Payable Department.

The Finance Procedures Manual states that if staff pay for
their own airfare, the cost cannot exceed the amount the
district would pay for a 21-day advance fare, except for
emergency travel. Procedures do not require staff to
document that they found the lowest fare. The TR books all
air travel for non-Houston ISD staff travelers such as
chaperones and students because these individuals do not
have access to the automated purchasing system.

For hotel expenses, Houston ISD staff may use the TR’s
services or plan and pay for expenses themselves. Staff are
reimbursed for lodging expenses at either the federal
government rate or $85 per day, whichever is greater. The TR
may issue hotel payment prior to the trip by using a pre-paid
lodging travel card that is loaded for the exact amount of the
hotel stay. Staff are responsible for any charges beyond the
pre-paid amount. Staff return the card to the TR after the
trip along with a hotel receipt. The lodging travel card may
be reloaded and reused for future trips. Staff estimate that
approximately 1,000 travel cards are available for prepaid
lodging. Travel advances are not authorized by the district,
except for recruiters in the Human Resources Department.

Parking, local transportation charges, and meals are
reimbursed by the Accounts Payable Department when
submitted with the appropriate receipts. Meals and expenses
are reimbursed according to the source of funding for the
travel. Figure 5-10 shows the different ways meal expenses
during travel are reimbursed.

The per diem amount is reduced by one-half for days of
travel that begin after noon or end before noon. Reimbursing
staff for travel expenses using a per diem rate, rather than for
actual expenses, could result in Houston ISD overpaying for
expenses and may cause errors in reimbursement by not
using the appropriate reimbursement procedure for trips
funded from special revenue funds and those funded through
general revenue funds.

The district does not require staff with a vehicle allowance as
part of their compensation to use their personal vehicle or
their Houston ISD issued vehicle for travel. Authorizing staff
that have a vehicle allowance to rent a vehicle for travel could
be an unnecessary expense that causes additional work for

the TR.

Houston ISD board members are exempt from following the
same travel rules as staff for lodging and meal rates, which

FIGURE 5-10
HOUSTON ISD TRAVEL MEAL REIMBURSAL SCHEDULE
APRIL 2015

REVENUE SOURCE LOCATION REIMBURSAL AMOUNT RECEIPTS REQUIRED
Special Revenue Funds In-state $36/day Yes
Special Revenue Funds Out of State Federal Government Per Diem Rate Yes
General Revenue Funds In-state The greater of Federal Rate or $36/day No
General Revenue Funds Out of State Federal Government Per Diem Rate No

SouRCE: Houston ISD, April 2015.
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creates a lack of transparency for the use of public funds.
Each board member receives an annual budget of $5,000 for
travel to meetings, functions, and activities that they
determine are for a public purpose and necessary to conduct
district business. Board Policy BBG (LOCAL) lists 26
entities whose meetings and other activities are approved for
board member travel at district expense. Reimbursable
expenses include airfare, registration fees, mileage, meals,
telephone calls, and airport parking for the board member
only. Board members are required to furnish receipts for all
expenses greater than $15 in each category. For in-county
travel, board members are reimbursed for parking fees,
mileage and meals up to $50. Board members submit a travel
reimbursement form, travel log, and receipts to the Board
Services Department, which submits the request to the CFO.
The accounts payable clerk processes the board member’s
approved reimbursement. The CFO prepares and presents a
monthly report of each board member’s travel. Unused travel
funds revert to the district’s general fund undesignated fund
balance. Expenses in excess of the $5,000 travel budget are
charged to the board member personally.

During onsite interviews, staff reported that approximately
250 new travel transactions took place per month. The TR
checks every travel request for accuracy and manually
reconciles all the travel expenses when bills are presented for
payment. According to staff, approximately 75.0 percent of
travel transactions created exceptions that needed to be
reconciled, which could stem from the large number of cards
issued for travel and pricing changes that occur in the time
lag between approval and booking the trip. The travel
function relies heavily on manual processes, and the large
number of transactions carried out by the TR reduces the
opportunity to find lower-priced fares. Staff arranging their
own travel also may be unaware of lower priced fares, which

wastes district resources.

Miami-Dade County Schools (MDCS) in Miami, Florida
and Austin Independent School District (AISD) have similar
travel policies that both encourage staff to use a pre-approved

travel agent.

MDCS publishes a Travel Procedures Manual that provides
clear and concise rules. The district encourages staff to
purchase airline tickets through its official travel agency, but
staff can purchase tickets on their own if they provide two
lists of available airfares from different sources. Staff are
reimbursed for the cost of tickets purchased. Staff using the
travel agency submit an authorized estimated cost request to
the agency. If the actual cost of the ticket exceeds the estimate

by 25.0 percent or more, the staff is responsible for obtaining
authorization for the overage. The requesting staff receives
the ticket from the travel agency, for which the Accounts
Payable Department pays the travel agency. Due to the high
MDCS  staff submit

reimbursement requests only for travel amounts greater than

cost of processing payments,

$50, and no requests older than one year are accepted.
MDCS pays only for actual expenses, and staff must provide
receipts for all reimbursable travel expenses.

AISD also publishes a Travel Procedures Manual, which
states that the preferred method of making airline reservations
is through the district’s travel agent. The travel agent issues
the ticket to the staff and bills the district. The manual also
states that staff who received a regular travel stipend, such as
a district vehicle, are not eligible for mileage reimbursement
of in-district travel. For each school year, AISD requests that
campuses and departments submit the names of staff who
will be traveling. AISD issues those staff travel cards to
expedite future travel authorization. A travel card can also be
issued on an as-needed basis to new travelers. The travel card
is used for air travel, ground transportation, lodging, meals,
and other approved travel related expenses of $130 or greater.
Staff charge travel expenses of less than $130 to their personal
credit cards for later reimbursement by the district.

The Texas Comptroller of Public Accounts has developed the
State Travel Management Program (STMP), which helps
state agencies and school districts manage travel expenditures
more efficiently by providing discounted travel services
through vendor contracts monitoring state travel activity.
The Statewide Procurement Division has negotiated travel
contracts for airlines, travel cards, hotels, rental cars, and

travel agencies.

Houston ISD should revise travel procedures for more

efficient travel processing.

The district should conduct a cost-benefit analysis based on
all its travel needs to determine the most efficient method of
making arrangements for district travelers. The cost-benefit
analysis should consider the use of a travel agent for the
district. By using the STMP travel agent to arrange and bill
for all travel, the district would be assured of receiving the

lowest-priced travel fares.

Houston ISD also should consider authorizing campuses
and departments to use existing, general use purchasing cards
on a pre-approval basis for district travel expenses. For better
control of expenses, the district should pay only for actual
expenses, not per diems, and require that staff provide
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original receipts for every reimbursable expense, regardless of
funding source. Houston ISD also should discourage the
practice of renting vehicles for travel by staff who have a
travel allowance or the use of a district vehicle. The district
should require board members to follow the same travel
requirements that apply to staff.

The fiscal impact assumes that, by booking through a travel
agent, the district would eliminate the travel representative
position, resulting in an annual savings of $51,672 ($43,060
salary + $8,612 for 20.0 percent benefits).

WAREHOUSE OPERATIONS (REC. 38)

Houston ISD’s warchouse operations are inefficient, and are

not structured to provide the best value to the district.

Houston ISD maintains three warehouses with different
functions. Figure 5-2 shows the organization of Houston
ISD’s warehouse operations in the Logistics Department.

Warehouse Operations stores supplies that can be ordered
and delivered to departments and campuses. Textbook
Operations serves as receiving and storage for district
textbooks, and Furniture Services contains excess furniture
and other assets. The warehouses are all located at the
Facilities Services and Fleet Operations Administration site
at 228 McCarty Drive. The logistics senior manager of
warehousing oversees all three, including their managers and
staff. The district employs 51 staff to operate the three
warehouses with a school year 2018-19 inventory value of
$907.1 million.

WAREHOUSE OPERATIONS

Warehouse Operations occupies approximately 99,700 square
feet. The warchouse operations distribution manager oversees
astaff of 19, including eight truck drivers and 11 warehousers.
The cost of central warehouse staff salaries was $787,252 for
school year 2018-19. Inventory in Warehouse Operations was
valued by district staff in June 2019 at $2.9 million.

The warehouse stocks more than 1,000 items, including
office, school, and maintenance supplies in addition to some
dry goods stored for the Nutrition Services Department.
Most Nutrition Services Department products are drop
shipped to campuses or the Food Support Facility. Campuses
and departments also receive goods directly from suppliers
through the purchasing process.

Warehouse Operations orders from vendors and prices
items for sale to campuses and departments at the cost

purchased by the district. Campuses and departments place

orders using an online catalog. Warehousers create a
requisition and pull items from shelves. Purchases are
grouped by routes and stacked on the loading dock for
delivery. Warehouse Operations has eight delivery routes to
campuses and departments. The warehousers rotate stock,
keep track of inventory levels, and communicate to
managers which items need to be reordered. Warehouse
Operations also delivers interdistrict mail four times a week
through its delivery routes and delivers forms from the
print shop to campuses and departments from the print
shop located at the McCarty facility.

Campuses and departments do not have access to the real-
time status of their orders, and they call Warehouse
Operations staff when they need information. Staff reports
that processes in Warehouse Operations are paper-intensive,
with only the ordering of products performed electronically.
Every other aspect of Warchouse Operations processes
require staff to use manual, paper-based systems.

Campuses and departments are not required to purchase
items from Warehouse Operations. They may use the
warchouse or any district-approved vendor to supply items,
such as copier paper, that are available from either source.
Warehouse Operations does not apply carrying costs, such as
labor, warehousing, or transportation, to the prices paid by
campuses and departments, which makes the goods they
purchase from external providers seem artificially expensive.
If carrying costs were added to the purchase price of district
warchouse goods, the cost to campuses and departments
could be higher than for goods purchased elsewhere.
Campuses and departments are not required to compare
product prices when deciding between the warehouse and an
outside vendor, although some staff say they choose outside

vendors to receive faster delivery.

Warechouse Operation’s lack of automation leads to
inefficiencies in ordering, processing, and fulfilling orders.
Manual processes incur higher labor costs, as the inventory
control manager, six general clerks, and a business analyst are
required to perform regular inventory counts and process
tickets throughout the requisition and delivery cycle.

The New Mexico Manual of Procedures for Public School
Accounting and Budget states that a central warehouse
system enables a school district to take advantage of
the economies of quantity buying and to fill requisitions
for frequently used supplies promptly. Costs of receiving,
storing, and delivering stock items and costs of stocking

goods are included in the total cost of a warchouse
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system. These costs are compared to the costs of direct
purchasing to determine if a centralized warechouse is an
efficient use of resources.

TEXTBOOK OPERATIONS

Textbook Operations stores and manages all textbooks for
Houston ISD in an 18,785 square foot warchouse located at
the McCarty property, Building 2. The district also stores
some out-of-adoption textbooks in the nearby Furniture

Services warehouse.

Textbook Operations receives and processes new textbook
orders and stores textbooks when not in use. The textbook
operations manager oversees a staff of nine, including four
general clerks, four warehousers, and one warechouser/driver.
The cost of Textbook Operations staff salaries was $269,584
for school year 2018-19. Inventory in Textbook Operations
is valued at $67.2 million as of June 2019.

Textbook Operations staff take orders for instructional
materials from the Elementary Curriculum and Instruction
Department and the Secondary Curriculum and Instruction
Department. Textbook Operations staff order print materials
only. The Instructional Technology Department manages
orders for instructional software. Textbook Operations staff
place annual and supplemental orders, and prepare work
orders for surplus books that are out of adoption.

The district uses Hayes Software for textbook management.
The software provides real-time information for books in
stock, including the campus, teacher, and student assigned
the textbook. Upon receiving textbooks at the beginning of
the school year, campus textbook coordinators scan them
into the textbook management system and distribute them
to students. At the end of the school year, students return the
textbooks to the campus coordinator, who scans them into
the system for delivery to the textbook warehouse, where
staff manually check the books back into the system. During
onsite interviews, textbook warehouse staff said they could
not use scanning equipment due to poor internet access in
the textbook warehouse. Using manual processes, such as
hand counting, is an inefficient use of staff time and can lead

to inaccurate results.

The majority of work for Textbook Operations staff occurs at
the beginning and end of the school year. They perform
electronic textbook audits annually and physical textbook
audits every three years, or at a principal’s request. Campuses
charge students for missing or damaged textbooks, and
Textbook Operations staff prepare these bills for campuses

when needed. Warchouse staff pick up out-of-adoption
textbooks from campuses, which the district sells to a
textbook recycling company.

FURNITURE SERVICES

The Furniture Services warehouse temporarily stores the
district’s surplus assets pending reassignment or disposition.
It maintains an assortment of items including classroom and
office equipment, furniture, electronics, and paper goods.
Surplus and unused textbooks are also stored in the Furniture
Services warehouse.

The Furniture Services warehouse occupies approximately
34,000 square feet. The furniture services manager oversees a
staff of nine, including one warehouse team lead, two general
clerks, and six warehousers/drivers. The cost of furniture
warehouse staff salaries was $458,813 for school year 2018—
19. Inventory in the Furniture Services warehouse is valued
at $672.0 million as of June 2019.

Furniture Services moves assets from one campus to
another, and between the warehouse and campuses in both
directions. Campuses and departments request these moves
through an electronic work order system. The furniture
services manager manually schedules staff to fill these
requests. The average time for pick-up and delivery has
ranged from three to four weeks in past years, but the
estimated wait time increased to seven months during
school year 2018-19, according to warchouse staff. Staff at
campuses reported waiting up to one year for Furniture
Services to pick up excess furniture and equipment.

The increase in the time it takes Furniture Services staff to
pick up campus assets has increased costs for the district.
According to Bond Program Office staff, the furniture
removal process took so long at some older campuses
scheduled for demolition that the buildings were
demolished containing furniture and other items that could
have been recovered. Staff at campuses due to receive
replacement furniture gave similar accounts of older
furniture being hauled away with construction trash
because Furniture Services warehouse staff were unable to
respond in time. Such incidents are costly because Houston
ISD is unable to recuperate funds from furniture that is
thrown away or destroyed. Also, staff reported that
contractors charged the district extra to demolish buildings
that still contained furniture.

After Furniture Services warchouse staff pick up the assets
from campuses and departments, they enter them into a

150 TEXAS MANAGEMENT AND PERFORMANCE REVIEW — NOVEMBER 2019

LEGISLATIVE BUDGET BOARD STAFF — ID: 4986



HOUSTON INDEPENDENT SCHOOL DISTRICT

PURCHASING AND CONTRACT MANAGEMENT

database using an office spreadsheet program to log in the
fixed asset tag numbers of all assets valued at more than
$500. Assets valued at less than $500 do not have a fixed
asset tag, so staff log in the serial number of those assets. All
items, regardless of value, are entered into the database.
Furniture Services staff determine what is reusable and what
should be discarded. Technology Department staff review
technology assets to determine what can be sold and what
can be discarded as trash. Items that can be reused are stored
in the Furniture Services warehouse and are available to
campuses and departments, but Furniture Services provides
no online listing or communication to district staff about
what is available. Campuses and departments can call during
warehouse business hours, 7:00 aM to 3:30 pmM, to ask if what
they need is in the warehouse. Furniture Services warehouse
drivers deliver items selected by a department or campus.
Furniture Services conducts auctions intermittently through
a contract with an online public auction company, which
leads to an overwhelming amount of assets that must be
stored in the warehouse.

The Furniture Services warehouse does not charge the
requesting campus or department extra to transfer the
surplus item. Campuses and departments may pay overtime
to have surplus goods picked up from their campus.
Although this transfer service helps campuses and
departments remove items more quickly, it increases costs
for the district.

Furniture Services provides ineflicient services to campuses
and departments. Tagging all assets, regardless of value, is not
the best use of warehouse staff time and creates a backlog in
processing the intake of assets. Authorizing campuses and
departments to pay overtime and ensure quick pickup and
delivery of goods adds to the backlog and could result in
inequities among campuses. Furniture Services provides no
online catalog of assets for campuses and departments to
browse, and the limited hours that the warehouse is open
makes it difficult for them to visit and see what is available.

Round Rock Independent School District (RRISD)
maintains an online catalog of surplus items. Pictures and
descriptions of the items are found on the district’s online
Repurpose Store and are available on a “first to request, first
to receive” basis. A campus principal or department director
may request the items by emailing the warehouse. The
Repurpose Store also has periodic sales onsite that are open
to the public and online auctions. A search of RRISD’s
online auction history showed more than 500 auctions
posted monthly.

Houston ISD should review the efliciency of each warehouse
function and implement processes to make the most

productive use of warchouse services.

For Warehouse Operations, Houston ISD should analyze all
the costs of operating the central warehouse, including
salaries and other operating expenses, to establish the full
cost of each item it offers. The central warehouse manager
should coordinate with the Purchasing Services Department
category managers to compare the full cost of items offered
by the warchouse to the price of items offered by external
vendors, and analyze the common items that campuses and
departments purchase from vendors instead of requesting
from the warehouse. Once the most cost-eflicient products
are identified, Houston ISD should discontinue offering the
products in the warchouse and direct campuses and
departments to purchase those items directly from approved

vendors using standard procurement processes.

Houston ISD also should investigate the cost of automating
the ordering, filling, delivery, and inventory of stock. By
using an automated system and ensuring that the warehouse
stocks only competitively priced goods, Houston ISD would

improve the efficiency of the central warehouse.

For the Textbook Operations warchouse, the district should
explore purchasing a Radio Frequency Identification System
with a scanning wand for textbook warehouse staff. This
equipment would facilitate warehouse processes and ensure
that inventory is accurate and immediately available.
Houston ISD also should ensure that the textbook warehouse
has consistent and stable internet connectivity that enables
the textbook staff to use scanning equipment.

For the Furniture Services warehouse, Houston ISD should
develop a process to inform campuses and departments of
the items available for immediate use. The method of
communication should include pictures and descriptions of
the items. The furniture warehouse should be open during
Houston ISD’s regular business hours to enable more time
for campus and department staff time to visit. When a
campus or department has selected assets for its use, the
warehouse staff should deliver the items to the requestor.

The furniture services manager should coordinate with the
Purchasing Services Department to hold regularly scheduled
surplus property online auctions in order to routinely dispose
of surplus items instead of continuing to store them. With
less items in the furniture warchouse, staff could be reassigned
to pick up and deliver requested items more efficiently, with
less delay, which would eliminate overtime. The furniture
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services warehouse should consider only logging tagged assets
valued at more than $500.

The fiscal impact assumes that more cost-efficient warehouse
operations would reduce the number of staff needed to
operate the warechouses by an estimated 30.0 percent, or 15
staff (51 total staff x 30.0 percent). The total cost of salaries
and benefits for all warehouse staff is $1,818,779, which
averages to $35,662 per staff ($1,515,649 salary + $303,130
for 20 percent benefits = $1,818,779 + 51 staff = $35,662).
Eliminating 15 staff would save $534,930 annually
($35,662 x 15).

The fiscal impact does not estimate gains from the sale of
additional surplus property, which might be offset by
the cost of disposing of unsaleable and unusable

warehouse inventory.
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FISCAL IMPACT

Some of the recommendations provided in this report are based on state or federal laws, rules or regulations, and should be
promptly addressed. Other recommendations are based on comparisons to state or industry standards, or accepted best practices,
and the district should review to determine the level of priority, appropriate timeline, and method of implementation.

The Legislative Budget Board’s School Performance Review Team has identified a fiscal impact for the following recommendations:

TOTAL 5-YEAR ONETIME
(COSTS) OR (COSTS) OR
RECOMMENDATION 2019-20 2020-21 2021-22 2022-23 2023-24 SAVINGS SAVINGS

5. PURCHASING AND CONTRACT MANAGEMENT

35. Develop and implement $1,404,893 $1,404,893 $1,404,893 $1,404,893 $1,404,893 $7,024,465 $0
efficient auditing guidelines
and financial controls for
purchasing card processing
to safeguard district
assets and ensure that all
transactions follow district

procedures.

37. Revise travel procedures $51,672 $51,672 $51,672 $51,672 $51,672 $258,360 $0
for more efficient travel
processing.

38. Review the efficiency $534,930 $534,930 $534,930 $534,930 $534,930 $2,674,650 $0

of each warehouse
function and implement
processes to make the
most productive use of
warehouse services.

Total $1,991,495 $1,991,495 $1,991,495 $1,991,495 $1,991,495 $9,957,475 $0
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6. HUMAN RESOURCES MANAGEMENT

Houston Independent School Districts (ISD) Human
Resources Department oversees recruitment, compensation,
compliance, certifications, personnel records, employee
relations, and the district’s hiring and separation processes.
During school year 2017-18, Houston ISD employed
26,247.2 full-time-equivalent (FTE) positions, including
11,833.6 teacher FTE positions.

FINDINGS

¢ Houston ISD’s Human Resources Department’s

organizational structure is inefficient.

¢ Houston ISD pays below-market salaries and lacks
procedures to ensure consistent application of the

salary guides for all positions districtwide.

¢ Houston ISD lacks procedures to ensure consistency
and quality control of overtime accountability.

¢ Houston ISD campuses award ad hoc stipends
and extra-duty pay with limited oversight from
the Human Resources Department, resulting in
inconsistent implementation across campuses.

4 Houston ISD does not have an efficient or effective
timekeeping system.

¢ Houston ISD does not have consistent and coherent
recruiting, hiring, and retention processes.

¢ Houston ISD’s written job descriptions are inaccurate,
obsolete, and not included in the evaluation process.

RECOMMENDATIONS

¢ Recommendation 39: Reorganize the Human
Resources Department and adhere to best practices
for an effective and equitable span of control.

¢ Recommendation 40: Strengthen controls over
promotion and pay and perform a limited-scope
classification and compensation study.

¢ Recommendation 41: Establish controls to
monitor overtime, reassess staffing levels in key
departments, and work to decrease overtime costs.

¢ Recommendation 42: Strengthen controls over ad
hoc stipends and extra-duty pay.

¢ Recommendation 43: Establish a districtwide
timekeeping system.

¢ Recommendation 44: Develop recruiting strategies
for campuses that have high turnover among staff,
and standardize procedures for hiring, integrating
new staff, and exit interviews districtwide.

¢ Recommendation 45: Develop a process to
review and update job descriptions regularly,
and mandate the use of job descriptions in the
evaluation process.

BACKGROUND

Human resource management includes compensation,
recruitment, hiring and retention, administrative planning
and duties, records management, staff relations and
grievances, and staff evaluations. These functions are defined
by either compliance-based or strategic-based responsibilities.
Compliance-based responsibilities include assuring that an
organization is following federal, state, and local labor laws
in areas such as benefits, compensation and hours worked,
records management, mandatory leave, discrimination,
medical privacy, safety, termination, and eligibility to work.
Strategic-based responsibilities include recruiting and

retention, compensation, and staff relations.

Figure 6-1 shows Houston ISD’s Human Resources (HR)
Department organization. The chief human resources officer
reports to the superintendent and oversees five general
manager positions.

The general manager of talent acquisition oversees the
district’s recruiting and retention functions. The general
manager of compliance oversees the certification and
alternative certification teams. The general manager of
compensation oversees the compensation and the HR
business partner teams. The compensation team works with
the budget team under the Chief Financial Officer to support
all activities related to positions, value, and salary, including
performance pay. The HR business partner team coordinates
and provides high-level support covering workforce staffing
and planning and leave management for campuses. The
general manager of human capital accountability oversees a
team of investigators, the employee relations analyst, and the

personnel records manager. The general manager of business
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FIGURE 6~1

HOUSTON ISD HUMAN RESOURCES DEPARTMENT ORGANIZATION

SCHOOL YEAR 2018-19

Chief Human Resources Officer

Senior Executive
Administrative Assistant

General Manager,
Talent Acquisition

General Manager,
Compliance

General Manager,
Compensation

General Manager,
Business Services
General Manager,
Human Capital Accountability

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

services oversees the HR business partners that work with the
Business Operations Division departments.

Figure 6-2 shows Houston ISD’s actual payroll expenditures
as a percentage of all funds compared to its peer districts for
school year 2017-18. Peer districts are districts similar in size
and other characteristics to Houston ISD that the Legislative
Budget Board’s School Performance Review Team uses for
comparison purposes. Houston ISD’s payroll accounted for
74.9 percent of its total expenditures, which is the lowest
among peer districts.

Figure 6-3 shows the percentage of staff in five categories for
Houston ISD compared to those of its peer districts. During
school year 2017-18, Houston ISD employed the smallest
percentage of both teachers and educational aides compared
to its peer districts. Houston ISD also employed the greatest
percentage of auxiliary staff compared to peers. Most of the
auxiliary staff are in the Nutrition Services, Transportation
and Facilities Services Departments, or on campuses in

clerical positions. Elsewhere in this report, the Nutrition
Services and Facilities Use and Management chapters address
issues related to staffing inefficiencies.

Figure 6—4 shows the student-to-teacher ratios and student-
to-staff ratios for Houston ISD and its peer districts. Houston
ISD has the greatest student—teacher ratio and student—staff
ratio compared to its peer districts. Both ratios for Houston
ISD also are greater than averages for districts in Regional
Education Service Center IV (Region 4) and in the state.

DETAILED FINDINGS

HUMAN RESOURCES DEPARTMENT ORGANIZATION
(REC. 39)

Houston  ISD’s

organizational structure is inefficient.

Human  Resources  Department’s

Each of the HR Department’s general managers has a small
span of control. Span of control is the number of subordinates
that a supervisor directly oversees.

FIGURE 6-2

HOUSTON ISD ACTUAL PAYROLL EXPENDITURES AS A PERCENTAGE OF ALL FUNDS COMPARED TO PEER DISTRICTS

SCHOOL YEAR 2017-18

CATEGORY HOUSTON ISD AUSTIN ISD CYPRESS—-FAIRBANKS ISD DALLAS ISD
Total expenditures (in millions) $1,810.0 $760.9 $877.5 $1,375.4
Payroll expenditures (in millions) $1,355.3 $661.3 $788.4 $1,121.5
Payroll as a percentage of total expenditures 74.9% 86.9% 89.9% 81.5%
Total Staff FTE (1) positions 26,247.2 11,379.2 14,625.4 20,005.5
Total Teacher FTE positions 11,833.6 5,703.3 7,122.0 10,346.4
Student Enroliment 213,528 81,346 116,138 156,726

NoTEe: (1) FTE=full-time-equivalent positions.

SOURCES: Texas Education Agency, Public Education Information Management System, Actual Financial Data, school year 2017—-18, and Texas

Academic Performance Report, school year 2017-18.
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FIGURE 6-3

HOUSTON ISD PERCENTAGE OF STAFF TYPES COMPARED TO PEER DISTRICTS

SCHOOL YEAR 2017-18

STAFF HOUSTON ISD AUSTIN ISD CYPRESS—-FAIRBANKS ISD DALLAS ISD
Teachers 45.1% 50.1% 48.7% 51.7%
Professional Support staff 10.6% 9.4% 9.8% 10.5%
Administrative staff 2.8% 3.3% 3.2% 5.6%
Educational aide 5.3% 8.5% 1.7% 9.7%
Auxiliary staff 36.2% 28.7% 26.6% 22.4%
NoOTE: Percentages may not sum to 100.0 percent due to rounding.

SOURCE: Texas Education Agency, Texas Academic Performance Report, school year 2017-18.

FIGURE 6—-4

HOUSTON ISD STUDENT-TEACHER AND STUDENT-STAFF RATIOS COMPARED TO PEER DISTRICTS

SCHOOL YEAR 2017-18

RATIO HOUSTON ISD AUSTIN ISD CYPRESS—-FAIRBANKS ISD DALLAS ISD REGION 4 (1) STATE
Student-Teacher 18.0 14.3 16.3 15.1 16.0 15.1
Student-Staff 8.1 71 7.9 7.8 7.8 7.6

NoTE: (1) Region 4=Regional Education Service Center IV.

SouRcE: Texas Education Agency, Texas Academic Performance Report, school year 2017-18.

Houston ISD has experienced budgetary losses during the
past few years and plans additional decreases for fiscal year
2020. In response, the HR Department has decreased its
staffing. However, the number of general managers in the
department has remained at five, while staffing at lower
levels of seniority has decreased. As a result, the department
has an excessive number of managers but a shortage of staff
at other levels to perform important services in support of

campuses and district departments.

For example, HR business partners serve as liaisons between
the HR Department and principals and department hiring
managers. HR business partners process candidates from
the prehire stage and coordinate with budgeting,
compensation, certification, performance management,
and employee relations to hire the candidate. The partners
also assist with absence management and advise principals
and department management regarding how to manage
staff absences. Due to budget decreases, the department has
decreased HR business partner positions. According to
interviews, partners formerly assisted 25 to 30 campuses
each. At the time of the review team’s onsite field work,
each partner assisted approximately 40 campuses. Staff
reported that one of the primary complaints from campuses
is the time required to process new hires.

Similarly, due to budget decreases, the district decreased
the number of teacher candidate recruiters on the talent

acquisition team from nine to six. Without adequate
staff to recruit prospective applicants, the district will
continue to struggle with high teacher turnover.

The number of clerical staff on the personnel records
team that are responsible for visas has decreased. The

absorbed this
and  providing

employee relations analyst duty in

addition to processing grievances
support and professional development to principals and
area superintendents. According to interviews, processing
visas requires 25.0 percent of the employee relations
staf’s work day. Staff reported taking work home on
accommodate the

the evenings and weekends to

additional duties.

The HR Department also duplicates some duties among its
staff. The program manager for alternative certification
developed the alternative certification program (ACP)
courses and oversees the teacher development specialists
who support the ACP teachers. Staff reported that the
program manager also performs recruiting duties and is
responsible for compliance. During fall 2018, the chief
human resources officer developed a senior manager of
alternative certification position. According to interviews,
the senior manager position oversees the program manager
for alternative certification and performs many of the same
duties as the program manager, including recruiting and

coaching teachers.
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FIGURE 6-5

HOUSTON ISD HUMAN RESOURCES GENERAL MANAGER SPAN OF CONTROL

SCHOOL YEAR 2018-19
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SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

The Society for Human Resources Management (SHRM)
cites the industry’s average span of control as seven direct
reports per executive-level position. At the time of the
onsite review, five positions reported directly to the chief
human resources officer, which is near the cited average.
SHRM states that the industry average number of positions
reporting directly to middle managers (i.e., general
managers) is 12 positions.

The number of directly reporting positions for each general
manager position in the Human Resources Department is
less than the industry average. Figure 6-5 shows the positions
each general manager oversees.

As shown in Figure 6-5, the span of control for each general

manager position are as follows:

+ 1:7 span of control for the general manager of

talent acquisition;

+ 1:3 of span of control for the general manager
of compliance;

+ 1:3 span of control for the general manager

of compensation;

+ 1:3 span of control for the general manager of human
capital accountability; and

+ 1:4 span of control for the general manager of
business services.

Each of the general managers in the HR Department
manages less than the SHRM average of 12 positions.

The Human Resources Department faces additional budget
decreases for fiscal year 2020. Decreases of staff positions
below the general managers will decrease further the HR
Department’s capacity to function effectively. Decreasing the
number of positions at the general manager and senior

management levels would improve the departments
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FIGURE 6-6

RECOMMENDED HOUSTON ISD HUMAN RESOURCES DEPARTMENT ORGANIZATION

FEBRUARY 2019
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SOURCE: Legislative Budget Board School Performance Review Team, February 2019.

efficiency and effectiveness. Duplicating duties among
management positions without filling vacancies at other

levels is not an efficient use of resources.

Houston ISD should reorganize the Human Resources
Department and adhere to best practices for an effective and
equitable span of control.

The chief human resources officer should decrease the
number of general managers from five to three by
merging teams that have interrelated functions.
Specifically, the chief of human resources should carry

out the following actions:

« merge the compliance and the human capital
accountability teams to report to one general

manager; and

+ merge the compensation and the business services
teams to report to one general manager to manage
integrating new staff and to support campuses
and departments.

In the Financial Management chapter, the alternative
certification program has been recommended to be eliminated.

Figure 6-6 shows the recommended organization for the
HR Department.

The fiscal impact assumes that the district eliminates two
general manager positions for an annual savings of $279,353
[$232,794 (average general manager salary x 2) + $46,559
(20.0 percent benefits x 2)].

SALARIES (REC. 40)

Houston ISD pays below-market salaries and lacks procedures
to ensure consistent application of the salary guides for all
positions districtwide.

The Human Resources Department’s compensation team
annually completes a salary survey from the Texas Association
of School Boards (TASB). The survey compares the salaries
of district staff and campus-based staff, including teachers,
principals, and professional support staff, to the salaries of
comparable positions in districts that surround Houston
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FIGURE 6-7

HOUSTON ISD SALARIES COMPARED TO REGIONAL AVERAGES

CALENDAR YEAR 2018

HOUSTON ISD AREA SCHOOL DISTRICTS
POSITION STAFF AVERAGE SALARY AVERAGE SALARY HOUSTON ISD
Teacher 12,034 $56,739 $58,733 Lower
Nurse 235 $57,646 $60,147 Lower
Librarian 65 $62,776 $64,427 Lower
Counselor, Elementary School 47 $64,951 $68,298 Lower
Counselor, Middle School 35 $65,367 $69,663 Lower
Counselor, High School 72 $69,250 $72,377 Lower
Social Worker 38 $46,357 $62,780 Lower
Licensed Specialist in School Psychology 22 $70,007 $69,218 Higher
Assistant Principals, Elementary School 75 $64,689 $73,483 Lower
Assistant Principals, Middle School 75 $71,782 $76,900 Lower
Assistant Principals, High School 103 $82,390 $84,188 Lower
Principal, Elementary School 167 $91,946 $100,317 Lower
Principal, Middle School 51 $106,092 $109,533 Lower
Principal, High School 39 $125,180 $137,690 Lower
Principal, Alternative Campus 10 $117,300 $107,046 Higher

SouRcE: Texas Association of School Boards, Salary Comparison Data, 2018.

ISD. Figure 6-7 shows that, on average, Houston ISD pays
teachers, professional support staff, assistant principals and
most principals less than area districts. At least for teachers,
these differences in salary are not attributable to differences

in years of service.

Although the district completes the TASB survey every
year, the district has not performed a compensation and
classification study for all district positions. Compensation
and classification studies examine whether districts are
classifying all jobs appropriately and whether the districts’
compensation structures align with the market. According
to interviews, many noncampus-based positions have
below-market pay, including police officers, technology
staff, maintenance technicians, and mechanics. Facilities
Services Department leadership staff stated that the
department struggles to hire skilled staff for specialized
positions, because the district’s salaries for these positions
are less than competitive positions. For example, some
positions that earn annual salaries of $56,000 in the private
sector are capped at $36,000 in Houston ISD. In another
example, Houston ISD had one locksmith to service the
entire district at the time of the onsite field work. Staff
reported that multiple locksmith candidates have rejected

job offers because the salary was not competitive.

Payroll Department leadership stated that two of the
department’s greatest challenges are being understaffed and
undercompensated.  Similarly, Technology Department
leadership stated that staff retention is a major challenge for
the department, which has several staff leave each week. Staff
reported that technology salaries are comparable to those in
surrounding school districts. However, Houston ISD salaries
are not competitive with those offered by large technology
companies in the Houston area. Staff reported that a
compensation study is needed. However, district leadership
have stated that contracting with a vendor to perform a
compensation and classification study and aligning salaries
with market rates would result in significant costs and are not
possible during a time when positions are being eliminated.

According to district staff, the lack of market studies to
maintain competitive pay structures results in high turnover
in many positions. The Council of the Great City Schools
(CGCS) publishes performance measures and performance
data related to business operations in urban public school
districts. Its 2018 publication Managing for Results includes
the high, median, and low values for performance metric
data from districts reporting to CGCS, including Houston
ISD. Districts in the upper quartile reported the highest
values for a given metric, and districts in the lower quartile
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FIGURE 6-8
HOUSTON ISD SEPARATION RATES COMPARED TO COUNCIL OF THE GREAT CITY SCHOOLS AVERAGES
SCHOOL YEAR 2016-17 (1)

EMPLOYEE SCHOOL-BASED NONSCHOOL
SEPARATION INSTRUCTIONAL SCHOOL-BASED NONEXEMPT NONEXEMPT NONSCHOOL

DISTRICT RATE (2) TEACHER  SUPPORT STAFF EXEMPT STAFF (3) STAFF (4) STAFF (5) EXEMPT STAFF (6)
Upper Quartile 15.8% 15.4% 17.1% 13.1% 17.8% 14.6% 16.4%
Median 11.5% 10.9% 12.0% 8.9% 14.1% 11.4% 8.9%
Lower Quartile 9.7% 8.0% 9.9% 5.7% 10.7% 8.8% 6.9%
Houston ISD 21.2% 15.7% 38.1% 15.6% 23.9% 37.8% 15.8%
NOTES:

(1) The Council of the Great City Schools report, Managing for Results, 2018, publishes data from school years 2013—14 to 2016—17.

(2) Separation rate is defined as the total number of employees that left the district (due to retirement, resignation, or termination) divided by
the total number of district employees (full-time-equivalent positions).

(3) School-based exempt staff refers to campus-level staff that are exempt from minimum wage and overtime pay requirements pursuant to
the federal Fair Labor Standards Act.

(4) School-based nonexempt staff refers to campus-level staff that are subject to minimum wage and overtime pay requirements pursuant to
the federal Fair Labor Standards Act.

(5) Nonschool nonexempt staff refers to district-level department staff that are exempt from minimum wage and overtime pay requirements
pursuant to the federal Fair Labor Standards Act.

(6) Nonschool exempt staff refers to district-level staff that are subject to minimum wage and overtime pay requirements pursuant to the
federal Fair Labor Standards Act.

SOURCES: Legislative Budget Board School Performance Review Team, February 2019; Council of the Great City Schools, Managing for

Results, 2018.

reported the lowest values. Figure 6-8 shows the overall
separation rates and separation rates by staff type of school
districts reporting to the CGCS and the separation rates in
Houston ISD.

Figure 6-8 shows that Houston ISD’s separation rate for all
categories of staff except for nonschool exempt staff is higher
than the upper quartile rate reported to the CGCS. In
addition to uncompetitive salary structures, district budget
decreases also might contribute to Houston ISD’s higher-
than-average separation rates.

According to interviews, Houston ISD’s budget cuts and
below-market salaries have resulted in inequities in pay and
job classifications because the district’s salary guides are not
applied appropriately. The district has a compensation
manual with procedures for setting staff pay based on several
salary schedules. The district has a master salary schedule,
technology salary schedule, and associate teachers and part-
time degreed teacher salary schedule. Staff reported that, to
raise staff salaries toward preventing them from leaving the
district, department managers promote staff to higher-paid
positions without changing their job duties. As a result, in
many instances staff that perform the same duties have
different job titles and different salaries. The district has not
established a process for the HR Department to review or
approve promotions and raises.

The district’s financial procedures manual states the
following procedures:

work location supervisors are responsible for
notifying the Human Resources Business Partner when
an employee has changed location or job title. Work
location supervisors are to inform their HR Business
Partner via email or Hire Memo, providing the following

information:
+ employee name and ID number;

+ position code number which the employee will

staff; and
« effective date of the change.

These procedures do not require supervisors to enumerate
the job duties that staff will perform in the new position, and
the HR Department does not verify whether these duties
comply with the position’s job description.

The cost to address lagging compensation increases annually.
In a school year 201718 salary recommendation presented
to district leadership, the cost to adjust salaries by 1.0 percent
to 3.0 percent to provide an across-the-board raise to most
staff was more than $17.9 million. The cost to align all
below-market position salaries with the average was slightly
more than $19.1 million.
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School districts spend 75.0 percent to 80.0 percent of gross
revenues on staff salaries and benefits. How a school district
compensates staff can affect the district’s overall performance.
School districts that perform classification and compensation
studies are able to ensure that compensation is competitive to
attract and retain highly qualified staff.

Houston ISD should strengthen controls over promotion
and pay and perform a limited-scope classification and
compensation study.

The chief human resources officer should perform the

following tasks:

« coordinate with the Purchasing Services Department
to issue a request for proposal for a limited-scope
classification and compensation study to not exceed
$24,000 ($150 per hour x 160.0 hours), select a
vendor, and negotiate a contract;

« present the compensation study reports findings to
the superintendent and the Houston ISD Board of
Trustees; and

+ develop procedures for HR Department staff to
review and approve promotions and salary actions.

The fiscal impact assumes a onetime cost of $24,000

to conduct a limited-scope  classification  and

compensation study.

OVERTIME (REC. 41)

Houston ISD lacks procedures to ensure consistency and
quality control of overtime accountability.

The district’s financial procedures manual states, “Non-
Exempt is a Fair Labor Standards Act employment status that
indicates that an employee must be paid for all hours worked
and must receive overtime compensation at a minimum rate
of one and one-half times the regular hourly pay rate for all
time worked over the 40 work hours per week.” The manual
provides the following requirements for overtime for
nonexempt staff:

+ overtime must be approved in advance by the work

location supervisor;

+ overtime must be paid at a minimum hourly rate of

time and a half;

+ overtime is paid after 40.0 hours are worked in a

week; and

+ paid time off (including sick leave, personal leave, paid
holiday, vacation, and any other nonworked hours)
does not count toward the 40.0-hour calculation.

The districs compensation manual provides general
guidance for overtime, stating, “Houston ISD has district
and department requirements for advanced approval of
overtime hours; regardless of approvals, if a job has been
determined to be nonexempt and a staff in that job works
overtime, the staff must be compensated or receive
compensatory time. While paying for overtime is a legal
requirement, scheduling overtime is not an entitlement. Staff
should not view overtime as a permanent part of base pay
and should understand that these earnings are flexible.” The
compensation manual also states that the earning of overtime
must be approved in advance by the supervisor or designee.

Most campuses and departments approve and record
overtime on manual timesheets. Each campus and
department has staff assigned the duty of time recorder that
enters the timesheet information into the systems applications
products (SAP) data processing system.

The district has not established procedures to approve
overtime beyond these general requirements, nor does the
district direct departments to limit overtime approved in
advance by supervisors. The district has not established a
monitoring process to ensure that supervisors in departments
and on campuses properly authorize overtime and that
timesheets submitted to payroll are accurate.

The district’s lack of controls over overtime has led to
overtime costs of 19.8 million in school year 2017-18. Staff
from the Police and Facilities Services departments received
the highest percentages of the district’s overtime payments.
The payments for these departments constituted 54.0 percent
of the district’s total. Some of the overtime for school year
2017-18 may be associated with staff work hours related to
the effects of Hurricane Harvey, which made landfall in the
Houston area in August 2017. However, the overtime paid
during school year 2016-17 was $21.8 million, which was
$2.0 million higher than the school year 2017-18 total.

Figure 6-9 shows the overtime pay and salaries for the top
25 noncampus staff who received the greatest overtime
payments during school year 2017-18. The top 25 highest-
paid noncampus staff on average received overtime pay that
constituted 46.5 percent of their annual salary. One of the
highest paid staff shown in Figure 6-9 received overtime pay
that constituted 58.7 percent of the position’s annual salary.
The staff that received the greatest overtime payment received
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FIGURE 6-9

HOUSTON ISD TOP 25 NONCAMPUS STAFF THAT RECEIVED THE GREATEST OVERTIME PAYMENTS
SCHOOL YEAR 2017-18

TOTAL OVERTIME ANNUAL OVERTIME PERCENTAGE

STAFF (1) DEPARTMENT POSITION (2) PAYMENT SALARY OF SALARY
Staff A Facilities Services Maintenance TL $91,467 $159,140 57.5%
Staff B Facilities Services Grounds Maintenance TL $80,920 $137,934 58.7%
Staff C Facilities Services Maintenance TL $76,551 $141,563 54.1%
Staff D Police Police Officer 11M $69,932 $128,462 54.4%
Staff E Police Police Officer 12M $57,234 $120,248 47.6%
Staff F Police Police Officer 12M $52,352 $114,631 45.7%
Staff G Police Police Officer 12M $49,369 $113,473 43.5%
Staff H Police Police Officer 11M $47,892 $97,701 49.0%
Staff | Facilities Services Maintenance Repairer $45,358 $86,027 52.7%
Staff J Police Police Officer 12M $42,252 $105,946 39.9%
Staff K Police Police Officer 12M $42,014 $91,277 46.0%
Staff L Facilities Services Maintenance TL $42,000 $96,886 43.3%
Staff M Police Police Officer 12M $41,644 $105,136 39.6%
Staff N Facilities Services Maintenance TL $40,713 $105,415 38.6%
Staff O Police Police Officer 11M $40,339 $99,720 40.5%
Staff P Facilities Services Senior Plant Operator $40,278 $84,260 47.8%
Staff Q Police Police Officer 11M Alternate $40,088 $98,406 40.7%
Staff R Police Police Officer 11M $39,493 $91,820 43.0%
Staff S Police Police Officer 11M $38,763 $95,929 40.4%
Staff T Police Police Officer 12M $38,547 $83,062 46.4%
Staff U Police Police Sergeant $38,261 $106,074 36.1%
Staff V Police Police Officer $37,524 $82,141 45.7%
Staff W Facilities Services Senior Plant Operator $36,819 $70,363 52.3%
Staff X Police Police Officer 11M $36,732 $95,215 38.6%
Staff Y Plant Operations Senior Plant Operator $36,490 $74,110 49.2%
Total $1,203,030 $2,584,939 46.5%
NoOTES:

(1) Staff are identified by coded labels and not their names.

(2) TL=time-limited; 11M=11.0-month assignment; 12M=12.0-month assignment.
SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

$91,467 in addition to the position’s annual salary during
school year 2017-18.

Figure 6-10 shows the overtime pay and salaries of the top
25 campus staff that received the greatest overtime payments
during school year 2017-18. These staff on average received
overtime pay that was 31.6 percent of their annual salary,
and one staff received overtime pay that constituted 44.3

percent of the position’s annual salary.

Due to the amount of overtime incurred, some district staff
expressed the belief that abuse of overtime is occurring and
that the district’s overtime procedures are not followed
consistently. Staff described instances of suspicious overtime,
such as a staff earning overtime on Christmas Day, when the
district was closed. Staff reported instances of overpayments
to staff who were promoted to exempt status, yet still are
authorized for overtime in the payroll system. Staff also
reported examples of police officers that were paid overtime
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FIGURE 6-10

HOUSTON ISD TOP 25 CAMPUS STAFF THAT RECEIVED THE GREATEST OVERTIME PAYMENTS

SCHOOL YEAR 2017-18

TOTAL OVERTIME ANNUAL OVERTIME PERCENTAGE

STAFF (1) DEPARTMENT  POSITION (2) PAYMENT SALARY OF SALARY
Staff A Academics Administrative Assistant, ES 12M $30,354 $68,808 44.1%
Staff B Academics Administrative Assistant, HS $29,985 $76,781 39.1%
Staff C Academics Administrative Assistant, HS $27,563 $70,619 39.0%
Staff D Academics Administrative Assistant, ES 12M $26,711 $60,351 44.3%
Staff E Academics Administrative Assistant, MS 12M $21,431 $73,145 29.3%
Staff F Academics Administrative Assistant, MS 12M $20,533 $56,370 36.4%
Staff G Academics Administrative Assistant, HS $20,152 $78,322 25.7%
Staff H Academics Administrative Assistant, ES 12M $19,268 $53,964 35.7%
Staff | Academics Administrative Assistant, HS $18,896 $62,367 30.3%
Staff J Academics Administrative Assistant, ES 11M $18,318 $51,389 35.6%
Staff K Academics Administrative Assistant, ES 12M $18,309 $56,671 32.3%
Staff L Academics Administrative Assistant, ES 12M $17,873 $57,337 31.2%
Staff M Academics Administrative Assistant, MS 12M $16,083 $53,883 29.8%
Staff N Academics Administrative Assistant, ES 12M $15,622 $59,564 26.2%
Staff O Academics Administrative Assistant, MS 12M $15,168 $43,216 35.1%
Staff P Academics Administrative Assistant, ES 12M $15,164 $50,853 29.8%
Staff Q Academics Administrative Assistant, MS 12M $15,053 $57,682 26.1%
Staff R Academics Associate After School Program Specialist $14,493 $64,403 22.5%
Staff S Academics Administrative Assistant, HS $14,341 $59,599 24.1%
Staff T Academics Administrative Assistant, ES 12M $13,990 $52,239 26.8%
Staff U Academics Administrative Assistant, HS $13,966 $59,498 23.5%
Staff V Academics Administrative Assistant, MS 12M $13,863 $50,076 27.7%
Staff W Academics Administrative Assistant, MS 12M $13,793 $49,941 27.6%
Staff X Academics Administrative Assistant, ES 12M $13,484 $54,893 24.6%
Staff Y Academics Teaching Assistant 10M $12,908 $30,744 42.0%
Total $457,322 $1,452,715 31.5%
NoOTES:

(1) Staff are identified by coded labels and not their names.

(2) ES=elementary school; MS=middle school; HS=high school; 10M=10.0-month assignment; 11M=11.0-month assignment; 12M=12.0-

month assignment.

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

during their scheduled 8.0-hour work days because they were
sent to other campuses.

Another contributing factor to excessive overtime may be
budget decreases and staff shortages affecting many
departments. However, no evidence shows that departments
analyze the cost effectiveness of hiring new staff in lieu of
paying overtime, and the district compensation manual
does not address this topic. For example, it is not cost

effective to eliminate a position that is paid $45,000 a year
only to pay an equal amount in overtime to existing staff
for fewer hours.

Failure to ensure that supervisors are authorizing overtime
properly, monitoring the overtime, and submitting
accurate staff overtime timesheets to payroll will continue
inefficient, ineffective, and costly practices. Excessive

overtime often is the result of poor organization and
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inefficient management of work. The lack of proper
monitoring of overtime leads to potential excesses, repeated
occurrences, and budget overruns. Consistent overtime
can lead to burnout and low productivity, high turnover
rates, and loss of quality staff. Long hours can increase
safety risks from staff fatigue and a lack of focus and
contribute to increased absenteeism.

To avoid problems that can occur when high levels of
overtime continue for extended periods, effective districts
regularly monitor overtime and absences. These districts
analyze workload variations and track overtime hours by
staff, department, and districtwide. By projecting
expected trends in overtime, department leaders can
evaluate the need to develop additional staff positions,
develop new shift schedules, or employ temporary staff.
Some districts limit the number of hours staff can work
during a week, month, or year. Others have procedures
that ensure a more even distribution of the overtime.
According to SHRM, an organization should examine the
following areas when reviewing its overtime distribution
policies and procedures to protect against excessive overtime

for individual staff:

+ mandatory overtime — How much of the overtime is
voluntary versus mandatory? A high proportion of
forced overtime means staff cannot plan their lives
away from work, which can lead to poor morale.
How much lead time is given when notifying staff

about mandatory overtime?

o selection criteria — What criteria are used when
choosing who is offered the overtime work? Using
seniority may seem fair, but it can cause resentment
among junior staff. Would staff perceive other
reasonable criteria, such as attendance, training, or

performance as more equitable?

+ abuse of policy — Does the policy for covering
absences inadvertently encourage staff to manipulate
their sick time and overtime? For example, one week
a staff calls in sick so that another staff is asked to
provide coverage and receives overtime pay; then they

reverse roles the following week or month;

+ pension incentives — Does the organization’s
retirement plan encourage staff to increase their
earnings during the final two or three years of
employment? This practice may result in senior
staff that are approaching retirement taking all the
overtime they can get to boost their pensions;

+ shift length — The method for distributing overtime
depends on the shift length. With 8.0-hour shifts,
staff remain late or are brought in early to cover an
open shift. Splitting the open shift is preferable to
holding staff over for the entire shift and making staff
work 16.0 hours straight; and

s cross-training — Another tactic that can help with
absences and temporary workload increases is cross-
training. This practice expands the number of staff
available to support areas with temporary workload
increases or absences. If highly specialized positions
are staffed by a few qualified staff, training additional
staff to do those jobs can prevent slowdowns or help
when more output is needed.

Houston ISD should establish controls to monitor overtime,
reassess staffing levels in key departments, and work to
decrease overtime costs. The superintendent should complete
the following actions:

o direct chiefs and area superintendents to require
department managers and principals to limit the
amount of overtime worked to 10.0 percent of salary;

« direct the chief of human resources to develop a
procedure to review overtime of more than 10.0
percent of the salary for proper authorization and
necessity. The chief of human resources should
document this procedure in the district’s compensation
manual and disseminate it to managers, supervisors,

and principals that approve overtime;

+ require department managers and principals to
submit quarterly overtime reports to their respective
chiefs and school support officers that include total
overtime and data on staff working overtime that
exceeds 10.0 percent of their salary; and

« direct chiefs to require department managers and
principals to analyze overtime hours and perform a
cost-benefit analysis of developing additional staff
positions instead of paying existing staff overtime.

The fiscal impact assumes that Houston ISD implements
strategies to decrease overtime by 10.0 percent per year,
resulting in a savings each year based on the school year
2017-18 total overtime of $19,803,852. The savings
would be $1,980,385 during the first year, $1,782,347
during the second year, $1,604,112 during the third year,
$1,443,701 during the fourth year, and $1,299,331 during
the fifth year.
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EXCESS OTHER PAY (REC. 42)

Houston ISD campuses award ad hoc stipends and extra-
duty pay with limited oversight from the Human Resources
Department, resulting in inconsistent implementation

aCross campuses.

Houston ISD uses stipends to compensate teachers for duties
performed that are not related to their primary jobs, such as
time worked before and after school and days worked outside
of their normal schedules. The stipends are for specific
academic and extracurricular duties outlined in the
compensation manual, such as serving as a teacher mentor,
gifted and talented coordinator, athletics coach, or club
sponsor. According to the district’s compensation manual,
the board approves the stipends and the minimum and
maximum amounts that the district can pay for each stipend.
eligibility

requirements, the process for approval, and the required

The compensation manual outlines the
documentation of extra time worked for each type of stipend.
Most stipends require approval from the principal and a
district department. For example, campuses must send all
athletic stipend request forms to the Athletics Department
for eligibility determination, and the district’s Multilingual

Programs Department must approve all bilingual stipends.

Houston ISD also uses ad hoc stipends to compensate staff
for time worked outside of normal duty hours. Campuses
approve and submit these stipends to the HR compensation
team for processing. During school year 2017-18, the
campuses approved $3,183,492 in ad hoc stipends. Stipends
of this type are not standardized, and the duties performed,
stipend amounts, and payment frequency are determined at
the campus principal’s discretion. The only requirements for
ad hoc stipends included in the compensation manual are
that stipend duties should be beyond the staff’s normal job
duties. The district requires approval from the overseeing
school support officer only for stipends greater than $7,000.

District staff stated that the lack of standardization for ad hoc
stipends results in inconsistent use of stipends across
campuses. In addition, district staff stated that staff should
have ad hoc stipends approved before the work is begun;
some stipends are awarded after the work has been completed.
Staff stated that exempt staff often are paid stipends because
the district cannot pay them overtime.

The district also authorizes principals to pay teachers,
assistant principals, certified staff in noninstructional job
classifications, and speech therapists extra-duty pay at their
discretion. The Payroll Department does not monitor the

use of extra-duty pay. During school year 2017-18, the
district paid $13,823,972 in
compensation manual provides the hourly extra-duty pay

extra-duty pay. 'The

rate for each type of position and provides general guidelines
for what constitutes an extra duty. According to staff,
principals do not always follow the compensation manual
guidelines, and some teachers receive extra-duty pay for
duties within the scope of their jobs, such as grading papers.
No district department reviews extra-duty payments, and
the Payroll Department does not investigate extra-duty pay
requests that appear suspicious. An audit of these types of
payments is not part of the Office of Internal Audit’s
calendar year 2019 audit plan.

District staff stated that principals have too much discretion
for how they award ad hoc stipends and extra-duty pay. The
district lacks a process to monitor the costs of ad hoc stipends
and extra-duty pay. It also lacks procedures to verify that
payments are authorized, accurate, and for work performed
in accordance with the compensation manual. The lack of
these verification processes can result in excess payments and
budget overruns. The review team found no evidence of any
type of review confirming that these payments are consistent
with the district’s compensation manual or board policies.

Houston ISD should strengthen controls over ad hoc
stipends and extra-duty pay.

The chief human resources officer should perform the
following actions:

s draft procedures for department approval of all ad
hoc stipends. The procedures should standardize the
duties performed that are eligible for ad hoc stipends
to ensure consistency and equity among campuses
and describe documentation necessary for approval
of stipends;

+ submit draft procedures to the superintendent for
approval, and document the procedures in the

compensation manual; and

+ designate HR Department teams responsible for
reviewing and approving ad hoc stipends.

The chief internal auditor should include the review of
stipends and extra-duty pay as part of the district’s annual
audit plan.

The fiscal impact assumes an annual savings of $1,700,746
(($3,183,492 + $13,823,972) x (0.10)] if the district
decreases ad hoc stipends and extra-duty pay by 10.0 percent.
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FIGURE 6-11

HOUSTON ISD MANUAL TIME SHEET FOR SALARIED CAMPUS STAFF

SCHOOL YEAR 2018-19

SOuRCE: Houston ISD, March 2019.

TIMEKEEPING (REC. 43)

Houston ISD does not have an efficient or effective
timekeeping system. There are a variety of systems being used
currently, ranging from manual systems to Time Clock Plus,
a sophisticated electronic time keeping system used by many
districts across the country. Houston ISD has been evaluating
the use of an electronic system districtwide, but it had not
decided whether to pursue the system, as of February 2019.

Federal law requires employers to maintain time sheets for all
staff, unless exempt pursuant to the Fair Labor Standards Act
(FLSA). Houston ISD has approximately 6,150 salaried staff
that are not exempt, and 6,075 houtly staff, totaling 12,225
staff that are required to comply with FLSA timekeeping
requirements. Approximately 14,960 Houston ISD staff are
exempt from FLSA timekeeping requirements.

The district’s financial management procedures state that it is
the work location supervisor’s responsibility to ensure the
validity of all attendance recorded into the payroll system.
For nonexempt staff, supervisors must track staff attendance
daily. These records must be retained for seven years. The
procedures state that, regardless of the method used, the data
integrity of all time recorded into the payroll system is the
supervisor’s responsibility.

Houston ISD has no districtwide timekeeping system, and
departments and campuses have discretion to determine how
to record time. As a result, various systems are used across the
district. Forty-one campuses and the Transportation,

Nutrition Services, Facilities, and Construction Services
departments use Time Clock Plus. The district estimates that
approximately 3,000 of the district’s staff record their time in
this system. Some campuses use other systems, including
Pyramid and Raptor. The district uses the Frontline system

to record time for substitute teachers.

The majority of departments and campuses maintain
manual time sheets that administrative staff then enter into
the SAP system. The campus or department time recorder
is responsible for verifying the daily time reported against
the required work hours. Manual time sheets, if completed
properly, meet minimum FLSA requirements. FLSA
requires documentation of hours worked each day and total
hours for the week. However, Houston ISD manual time
sheets do not represent hours worked by day or by week,
and the district would have to submit supplemental reports
from the SAP payroll files to the U.S. Department of Labor
as additional documentation.

Figure 6-11 shows an example of a manual time sheet for
salaried campus staff, including teachers, other exempt staff,
and nonexempt paraprofessional staff.

For salaried staff, the time recorder enters time exceptions to
the regular work schedule into SAD, and the exceptions vary
depending on whether the staff is exempt or nonexempt. If a
nonexempt staff’s standard work week is 40.0 hours and the
staff works 42.0 hours, the time recorder must enter 2.0

hours of overtime.
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FIGURE 6-12

HOUSTON ISD MANUAL TIME SHEET FOR HOURLY CAMPUS STAFF

SCHOOL YEAR 2018-19

SouRCE: Houston ISD, March 2019.

The staff shown in the first row of the time sheet in Figure
6-11 is nonexempt. Therefore, the time recorder would
determine whether the start and stop times represented work
for a full 40.0 hours and, if not, the amount of time to enter
as an exception to the required work week.

Figure 6-12 shows an example of a manual time sheet for
hourly campus staff, including tutors, part-time lecturers,
and other temporary staff.

For hourly staff, the time recorder must enter all hours into
SAP. However, the district’s manual timesheets do not
include all the information related to hours worked. As
shown in Figure 6-12, the hourly staff time sheet shows start
and stop times but not the total hours worked each day. To
calculate the hours worked for the staff shown in the time
sheet, the time recorder would observe that the staff worked
4.0 hours each day for five days and enter 20.0 hours into
SAP. The complexity of this calculation would increase if the
start and stop times and the hours per day varied. Time
recorders across the district must make hundreds of thousands
of these determinations during each year, and the risk of
error is high. District staff reported instances of campus time
recorders failing to enter overtime and extra duty into the
system, resulting in retroactive data entries and changes to
the payroll system that are inefficient and time-consuming.

In addition, the hourly time sheet lacks sufficient information
to provide assurance that staff report actual hours worked. In
the example in Figure 6-12, the recorded hours show that
the staff started and ended work at exactly the same time on
those four days. Although this scenario may be possible, it is
unlikely. Furthermore, the time sheet does not account for
scheduled breaks, such as lunch time, and does not

accommodate nonscheduled breaks, such as if a staff leaves

during the day for personal business and returns to work.

Houston ISD’s manual timesheets are similar to attendance
logs that document whether staff worked that day. Attendance
logs are acceptable pursuant to FLSA requirements for
scheduled staff. However, they do not meet the requirements
for scheduled staff that did not work their required schedules
or for hourly staff.

Regardless of the timekeeping system, district staff devote a
significant amount of time to entering records into SAP. The
electronic system in use at some campuses and departments
can upload data directly to SAP, but only the Nutrition
Services Department uses this feature. All other departments
and campuses manually enter timesheet data into SAP.

The district has little control of the amount of time worked
by staff due to the lack of an adequate timekeeping system.
The district manual time systems are less precise than
electronic systems and cannot verify the actual times staff
begin and end work. The current system also requires a
significant amount of time for data entry. These factors
increase the risk that the district pays for time that staff did

not work.

Figure 6-13 shows the amount of pay affected by hours
worked and, thus, affected by the controls surrounding
timekeeping. Figure 6-13 shows that, of the district’s total
$1.3 billion in staff pay for school year 2018-19, $120.5
million was based on hours worked and documented in the
district’s various timekeeping systems.

In addition to the risk of fraud, waste, and abuse, the district
has an increased risk of noncompliance with the FLSA due to
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FIGURE 6-13
HOUSTON ISD PAY AFFECTED BY HOURS WORKED
SCHOOL YEAR 2018-19

AMOUNT
PAY CATEGORY (IN MILLIONS)
Overtime and extra-duty pay, nonexempt staff $19.2
Extra-duty pay, exempt staff $21.8
Hourly staff $42.5
Substitutes $12.2
Bus drivers $24.7
Total $120.5

NoTE: Totals may not sum due to rounding.
SOURCES: Legislative Budget Board School Performance Review
Team; Houston ISD, February 2019.

the nature of decentralized manual systems and the number
of staff involved in decision making, including time recorders
and principals or department heads. The district is weakening
its monitoring of compliance with FLSA because it authorizes
this amount of control at the campus and department levels,
preventing awareness and involvement by staff in the Payroll
and HR departments.

Automated time clock systems can decrease errors and
streamline operations. The staff clocks in and clocks out; the
system calculates the elapsed time and accumulates the
number of hours for the day and period. Campuses can
submit time sheets, and all supervisor approvals are submitted
in the system electronically. The data provided by an
automated timekeeping system facilitate closer monitoring
of overtime and extra-duty pay.

Houston ISD  should establish a  districtwide

timekeeping system.

The superintendent should evaluate and implement a
districtwide system that can integrate with SAP and the
electronic substitute teacher system where possible. The
implementation should include the following elements:

« an analysis of all current timekeeping and work
rules; those payroll rules should be considered for
programming districtwide timekeeping; and

« appropriate training of the Payroll Department staff
and all district staff, from the most junior-level staff

to supervisors.

The district could implement this recommendation with

existing resources.

RECRUITING, HIRING, AND RETENTION (REC. 44)

Houston ISD does not have consistent and coherent
recruiting, hiring, and retention processes.

The district uses a job-posting computer application to recruit
candidates for positions, post job vacancies, and screen
applicants. If a campus or department needs to fill a vacancy,
the principal or department head coordinates with the assigned
HR business partner to post the vacancy in the application.
Candidates apply online, and principals and department heads
can use the system to review the submissions, set up interviews,
and make offers. When a candidate accepts an offer, the district
removes the posting, and the HR business partner begins the
staff integration process, which includes a background check
and fingerprinting.

Review team interviews revealed several inefficiencies with
the hiring process. The HR Department does not update
the candidate pool in the job-posting application sufficiently
often to remove candidates that have accepted other
positions and no longer are available. In addition, the
system does not identify candidates that are ineligible for
an interview because their certification is inappropriate for
the position they seek. Review team interviews suggest that
background checks of candidates are not completed before
they begin work duties and are placed on the payroll. Staff
also described instances of payment to individuals who did
not pass background checks. Although the HR Department
procedures state that staff cannot begin work until the
background check is complete, some hiring managers do
not follow the district’s process. District staff reported that
background checks are performed for all new hires that the
HR Department is aware of, however, there have been
instances in which principals have allowed candidates to
begin work without notifying the HR Department.

Although the HR Department provides training to new
principals related to what types of interview questions are
appropriate and what types of questions are against the law,
the district does not have written procedures with
standardized interview questions available for staff to use
when interviewing candidates and when conducting
reference checks. It also does not train staff regularly in the
use of interview questions or checking references.

The district also has opportunities to improve its teacher
recruiting. Houston ISD does not have a targeted recruitment
plan to address high rates of teacher turnover. During the
onsite field work, interviews, and review of available data, the
review team determined that some campuses have had high
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turnover rates for several years. In addition, the data show
wide variations among campuses in teacher turnover rates.
Houston ISD has made progress in decreasing its teacher
turnover rate during a three-year period, decreasing turnover
from 14.4 percent to 13.0 percent from school years 2014
15 to 2017-18. However, some campuses still have turnover
rates of 34.8 percent. The district’s school year 2017-18
Marketing and Recruitment Plan details efforts to recruit
teacher candidates for targeted needs, including technology,
career and technology education, and science, technology,
engineering, and mathematics programs. However, this plan
does not contain strategies tailored to meet the unique
staffing needs of certain campuses with chronic teacher

turnover issues.

Houston ISD does not have information regarding the
number of district staff who continue to work as classroom
teachers after completing an alternative certification program
through the district or from an outside provider. The district
also does not collect data to compare the retention rates of
teachers certified through each program to determine which
produce the most successful staff.

Houston ISD does not have a standard exit interview process,
nor does the HR Department. Most staff who resign do not

complete any exit survey.

Without interview protocols for hiring managers, staff will
continue to conduct unstructured interviews and reference
checks that vary among campuses and departments.
Without timely monitoring of the candidate pool on the
job-posting application, interviewers will continue to waste
staff time and effort during the interview process. The lack
of a process for principals to review personnel files of rehires
and transfers prevents interviewers from obtaining
important information that should inform hiring decisions.
Failure to ensure that all prehire candidates have completed
background checks before starting positions increases the
risk of the district hiring staff convicted of violent crimes or
crimes related to children.

The high turnover rates of teachers at certain campuses
mitigates academic achievement. Without a rtargeted
recruitment plan structured to the specific needs of each
campus, neither the high turnover rates nor the quality of
candidates available to campuses will improve. Without the
availability of quantifiable, long-term data to evaluate the
longevity of service by teachers who have completed
alternative certification programs, the district cannot
evaluate the effects of these programs. The lack of a

structured standard exit interview process leaves the HR
Department and the chief human resources officer without
information that could inform the recruiting, hiring, and

onboarding processes.

Houston ISD should develop recruiting strategies for
campuses that have high turnover among staff, and
standardize procedures for hiring, integrating new staff, and
exit interviews districtwide.

The chief human resources officer should perform the
following tasks:

+ develop written procedures for interviews and
reference checks. Procedures for interviews should
include standard questions for all interviewers, and
questions specific to positions. For example, some of
the questions posed to candidates for instructional
positions would differ from those posed to candidates

for noninstructional positions;

+ develop a specific plan to guide recruiters in
addressing the needs of certain campuses. The chief
human resources officer should lead the recruitment
staff in developing a plan to guide the recruiters in
addressing the needs of identified campuses;

« ensure that the HR Department maintains a timely
candidate pool on the job-posting application that
matches properly certified candidates to suitable
vacancies and removes former candidates that no

longer are available for interviews;

« establish a database to measure retention rates for
classroom service of district staff who have completed

alternative certification programs; and

+ develop and implement a standard exit interview

process districtwide.

The district could implement this recommendation with

existing resources.

JOB DESCRIPTIONS AND EVALUATIONS (REC. 45)

Houston ISD’s written job descriptions are inaccurate,
obsolete, and not included in the evaluation process.

Houston ISD Board Policy DC (LOCAL) states, “The
Superintendent or designee shall define the qualifications,
duties, and responsibilities of all positions and shall ensure
that job descriptions are current and accessible to staff
and supervisors.”
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According to interviews, departments work with the
compensation analysts to develop job descriptions.
Analysts meet with departments requesting job
descriptions and they review available job descriptions to
determine if any are applicable to the vacancy the
districc wants to fill. Each job has a code and position
number. Once a department develops a job description,
the department sends the job description to the job
posting application. The district does not have a process to
review and update job descriptions to include changes to
position duties. As a result, staff report that many job
descriptions in job postings are inaccurate and obsolete.
When departments hire candidates for vacant positions,
the duties of the new hires sometimes do not match the

duties described in the job descriptions.

Staff’ reported that the district has not updated many
job descriptions for many years. A review of 11 selected
job  descriptions reveals multiple formats. Some
descriptions are not dated, and most have not been
reviewed or updated since calendar year 2012. Some
technology customer service representatives reported that
they had never seen their job descriptions, and all said that
their knowledge of their job duties is based on directions

from each of their principals.

In addition, Houston ISD does not use job descriptions
consistently as part of the evaluation process. The HR
Department has a rubric for staff evaluations distributed by
the Performance Management Office. For example, the
police officer evaluation form has one section that pertains
to police work, and most of its content is geared toward
traditional campus staff.

Failure to maintain an accurate list of job titles and job
descriptions results in confusion, wastes time, and requires
constant revision to or writing of job descriptions. A good
job description provides a clear representation of the
position for potential candidates. The lack of updated job
descriptions deprives the district of useful tools for
measuring performance and a vital reference in the event of
disputes or disciplinary issues. Effective districts use job
descriptions to inform evaluation tools and ensure that they

apply to each type of job.

Houston ISD should develop a process to review and
update job descriptions regularly, and mandate the use of
job descriptions in the evaluation process.

The chief human resources officer should perform the
following tasks:

+ establish a process and cycle to update and maintain
all job descriptions consistently;

« establish a standard format for all job descriptions
and initiate a quality control process to assure
consistency of job descriptions, including formatting
and details; and

o establish a schedule for departments to review
and update all job descriptions and job titles, and
remove job descriptions that no longer are in use.
Departments should submit documentation of their

reviews to the chief human resources officer.

After the district updates job descriptions, the Performance
Management Office should integrate the updated versions
into each type of evaluation.

The district could implement this recommendation with

existing resources.

ADDITIONAL OBSERVATION

During fieldwork, the review team observed additional issues
regarding the district’s programs and services to students,
staff, and the community. These observations are presented
for consideration as the district implements the report’s other
findings and recommendations.

Staff reported that inefficiencies related to processing
federal Family Medical Leave Act requests and return-to-
work documentation result in delays. A cost-benefit
analysis of self-managing this function compared to
maintaining a vendor to process leave may improve the
efficiency of leave processing.
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FISCAL IMPACT

Some of the recommendations provided in this report are based on state or federal laws, rules, or regulations, and should be

promptly addressed. Other recommendations are based on comparisons to state or industry standards, or accepted best practices,

and the district should review to determine the level of priority, appropriate timeline, and method of implementation.

The Legislative Budget Board’s (LBB) School Performance Review Team identified a fiscal impact for the following

recommendations:

RECOMMENDATION 2019-20 2020-21 2021-22

TOTAL 5-YEAR  ONETIME
(COSTS) OR (COSTS) OR

2022-23 2023-24 SAVINGS SAVINGS

6. HUMAN RESOURCES MANAGEMENT

39. Reorganize the Human $279,353  $279,353  $279,353
Resources Department
and adhere to best practices
for an effective and equitable
span of control.

40. Strengthen controls over $0 $0 $0
promotion and pay and perform
a limited-scope classification
and compensation study.

41. Establish controls to monitor $1,980,385 $1,782,347 $1,604,112
overtime, reassess staffing
levels in key departments,
and work to decrease
overtime costs.

42. Strengthen controls over ad hoc  $1,700,746 $1,700,746 $1,700,746
stipends and extra-duty pay.

Total $3,960,484 $3,762,446 $3,584,211

$279,353  $279,353 $1,396,765 $0

$0 $0 $0  ($24,000)

$1,443,701 $1,299,331 $8,109,876 $0

$1,700,746 $1,700,746 $8,503,730 $0

$3,423,800 $3,279,430 $18,010,371  ($24,000)

The LBB could not determine a fiscal impact for other recommendations.

The fiscal impact for implementing Recommendation 43 (timekeeping) depends on the system purchased. According to district

staff, implementing a districtwide timekeeping system may cost from $7.0 million to $10.0 million. The district may achieve

savings in labor and other costs from eliminating the processing of manual time sheets. In addition, an effective timekeeping

system may result in savings by decreasing overreported time.
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A school district’s facilities include campuses, buildings,
grounds, athletic facilities, portable buildings, and
supplement facilities (e.g., storage, warehouses). Facilities
management includes planning for facilities use, construction
of projects, and maintenance of infrastructure (e.g., electrical,
plumbing, irrigation, heating, and cooling). An independent
school district’s facilities program provides safe and clean

learning environments.

Houston Independent School District (ISD) has eight early
childhood centers, 160 elementary school campuses, 38
middle school campuses, 37 high school campuses, and 37
combined or alternative campuses. Houston ISD has
approximately 31.1 million square feet of facilities. These
buildings range in age from new to more than 100 years old.

FINDINGS
¢ Houston ISD lacks appropriate methodology for

developing campus utilization rates.

¢ Houston ISD’s method for building new campuses results
in high architectural costs, long design times, and the
districewide use of inconsistent designs and materials.

¢ Houston ISD does not plan efficiently for its long-
term facilities needs through enrollment projections

and facilities assessments.

¢ Houston ISD contracts with program management
firms and staffs construction project managers that
perform duplicative work.

¢ Houston ISD separates the organizational structure
and  construction responsibilities across  the
Construction Services Department and the Facilities

Services Department.

¢ Houston ISD’s process for selecting furniture,
fixtures, and equipment for new facilities results in
variations among campuses.

¢ Houston ISD’s operations and educational staff are
not represented consistently during the design and
construction of facilities, resulting in quality-control
issues and potentially inefficient designs.

¢ Houston ISD lacks a defined structure or
comprehensive mission for its Energy Initiatives

Department, which results in a lack of staff training

and high energy costs.

¢ Houston ISD does not manage its work order process
properly, which limits the information that campus-
level staff have and fails to capture costs accurately.

¢ Houston ISD’s Maintenance Department does
not engage in long-range planning and performs

maintenance reactively.

¢ Houston ISD does not have a process to monitor
and inventory supplies used for maintenance repairs,
which risks inefliciency and property loss.

¢ Houston ISD contracts for custodial services despite
employing district staff sufficient to perform these services.

RECOMMENDATIONS

¢ Recommendation 46: Develop an accurate
facility utilization rate for each campus and
ensure that campuses maintain industry-standard
utilization rates.

¢ Recommendation 47: Develop or maintain
districtwide  building prototypes for all

campus types.

¢ Recommendation 48: Develop a comprehensive
long-range facility master plan that incorporates
accurate information about facility replacement
costs and enrollment projections.

¢ Recommendation 49:  Eliminate  program
management contracts and charge existing district

staff with performing these responsibilities.

¢ Recommendation 50: Evaluate all position
titless and job responsibilities within the
Construction Services Department and Facilities
Services Department and ensure that titles and
responsibilities match the functions performed
by each position.

¢ Recommendation 51: Develop a furniture, fixtures,
and equipment standard for elementary, middle,
and high school campuses to provide consistency
across district facilities.
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¢ Recommendation 52: Revise the process for
the design and construction document reviews,
and mandate that specific departments have
representation during the design and construction
phases of projects.

¢ Recommendation 53: Develop a clear reporting
structure for the Energy Initiatives Department
and an energy management plan.

¢ Recommendation 54: Assess the work order needs
and evaluate the ability of a digital system to
improve service quality provided by the Facilities
Services Department.

¢ Recommendation 55: Develop long-term planning
strategies for the Maintenance Department, such
as a staffing allocation model and a preventive
maintenance program.

¢ Recommendation 56: Implement a consistent
inventory process of maintenance stock to ensure
that technicians have the needed tools and
materials to complete repairs and that materials
reported as used are being tracked and noted.

¢ Recommendation 57: Reassign the custodial
vendor’s responsibilities to district custodial staff.

BACKGROUND

Managing facilities is dependent on a district’s organizational
structure. Larger districts typically have staff dedicated to
support facilities management, and smaller districts may
have staff with dual roles. For example, the same staff member
may be responsible for custodial and groundskeeping tasks.
Facilities planning establishes district priorities, allocates
resources and funds, and identifies facility goals. Planning is
based on student enrollment, campus and building capacity,
facilities condition, curriculum needs, and state regulations.
Management of construction and maintenance projects
should include contract management, cost control, and a
project schedule with defined milestones. Facilities
maintenance requires a program for planned maintenance of
facilities and equipment, and routine cleaning of facilities to

ensure a safe environment for students and staff.

In November 2012, Houston ISD voters approved a $1.89
billion bond to fund the replacement or repair of 40
campuses. The bond funds new campuses for 21 high
schools, two middle schools, and three elementary schools.
The bond also funds renovations at seven high school and

five elementary school campuses. During school year 2018—
19, 13 new or renovated campuses were completed and
opened in accordance with this bond. In February 2019, 36
campuses either were completed or nearing completion, and
four campuses had continuing construction. At that time,
the district was using surplus funds to add additional features
to seven completed campuses.

Houston ISD’s chief operating officer (COO) oversees all
departments within the Business Operations Division,
including the Facilities Services and Construction Services
departments. The construction services officer oversees
Houston ISD building and construction projects. The
facilities services officer oversees facilities finances, code
compliance, security maintenance, custodial services, and
other areas relating to district facilities. Figure 7—1 shows the
reporting structure in these two departments.

More than 1,000 Houston ISD custodial staff provide some
of the custodial services for the district. The district also
contracts with a vendor to perform some custodial tasks on
campuses. The Maintenance Department has more than 400
staff that perform maintenance and help campuses contract
with vendors for some repairs. Additionally, Houston ISD
has a Construction Services Department that oversees bond
construction and district-led construction. The Construction
Services Department is completing the projects authorized
by the 2012 bond program and is managing the construction
of four elementary campuses to replace those damaged by
Hurricane Harvey, which made landfall in Houston in
August 2017.

DETAILED FINDINGS

CAMPUS UTILIZATION (REC. 46)

Houston ISD lacks appropriate methodology for developing
campus utilization rates.

The districts Research and Accountability Department
employs a demographer that produces an annual report
summarizing campuses  enrollment, transfers, and
populations. The demographer also generates enrollment
projections for the next school year. During onsite interviews,
staff said that the district did not use these enrollment
projections for school years 2017-18 and 2018-19. Staff also
reported that the district does not order enrollment
projections for more than one school year. Current
projections show the district’s enrollment remaining constant
for the 2019-20 school year. Figure 7-2 shows the district’s

annual enrollment from school years 2012-13 to 2019-20.
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FIGURE 7-1

HOUSTON ISD FACILITIES AND CONSTRUCTION SERVICES ORGANIZATION

SCHOOL YEAR 2018-19

Chief Operations Officer

Facilities
Services Officer

Construction Services
Officer

Document Control General General Manager, General Manager | General Manager
Administrator Manager, Facilities Finance of Business of Design
Facilities Support and Accountability Solutions

General Manager,
Maintenance
Services and

Repairs

Quality Assurance
Analyst

General Manager,
Fleet Services and
Facility Operations

General Manager
of Construction

NoTE: The directly reporting relationship between the Facilities Services Officer and the Quality Assurance Analyst is temporary.
SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, February 2019.

Campus capacity is the total number of students that can
occupy a campus safely while that campus meets educational
standards for each student. Enrollment projections combined
with campus capacities enable school districts to prepare for
incoming students by calculating campus utilization rates.
Districts calculate these rates by dividing the number of

students enrolled at each campus by the capacity of each

campus. A campus utilization rate of 100.0 percent indicates
that the campus is enrolled to its capacity.

The district has two differing sets of campus capacity amounts,
one developed by the demographer and the other by the
Construction Services Department. The Construction Services
amounts show that campuses operate at an average rate of 72.0

percent utilization. The data also show that 32 campuses are

FIGURE 7-2
HOUSTON ISD ENROLLMENT
SCHOOL YEARS 2012-13 TO 2019-20
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NoTE: Enroliment is projected for school year 2019-20.
SouRcE: Houston ISD, February 2019.
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FIGURE 7-3
HOUSTON ISD UTILIZATION RATES BY CAMPUS TYPE (1) (2)
SCHOOL YEAR 2018-19

CAMPUS NUMBER OF CAMPUSES ENROLLMENT FUNCTIONAL CAPACITY UTILIZATION PERCENTAGE
Elementary School 159 100,438 129,442 78.0%
Kindergarten to Grade 8 10 8,212 10,526 78.0%

Middle School 39 33,790 49,222 69.0%

High School 38 47,982 60,414 79.0%

NOTES:

(1) Data shown does not include alternative or other campus types.
(2) Data shown is based on Houston ISD’s demographer’s calculations.
SouRCE: Houston ISD, school year 2018-19.

operating at greater than 100.0 percent utilization, only one of
which was due to a temporary campus relocation. Conversely,
49 campuses are operating at less than 50.0 percent utilization.
The demographer’s capacity utilization rates showed that
Houston ISD campuses operate at 77.0 percent capacity on
average, excluding in-district charter school campuses. The
demographer’s utilization rates among campuses varied,
ranging from 30.0 percent to 184.0 percent. Overall, 29
campuses were operating at less than 50.0 percent capacity,
and 40 were operating at greater than 100.0 percent.

These two sets of capacity numbers were not consistent
regarding enrollment figures. The two sets of capacity
numbers differed for more than half of the campus capacity
figures, and 97 of those figures differed by more than 10.0
percentage points. Neither department explained the
variation in capacity figures.

The demographer described the guidelines to determine
capacity. The demographer first determines the number of
available classroom spaces at a campus. According to district
guidelines, each classroom must contain a minimum number
of square feet. A classroom for prekindergarten to grade one
must not be smaller than 800 square feet. Classrooms for
grades two to 12 require at least 700 square feet. The
guidelines also specify that the district must count as a
classroom any sufficiently large room, even if it is not
currently in use as a classroom, unless the room has been
designated as an administrative area. The demographer then
multiplies each classroom space by district standards for the
number of students per classroom, which varies by campus,
for an initial capacity figure. The demographer then
multiplies the figure by 85.0 percent. This calculation
decreases the capacity amount and makes campuses appear
to be closer to capacity than they are, decreasing the

likelihood that campuses would operate at full capacity.

According to the district demographer, most of the campus
capacities were determined before school year 2017-18.
Campus capacities are updated if the district informs the
demographer of a change in temporary buildings or if the
demographer can confirm a new capacity from copies of
floor plans. No process is in place that requires capacity
numbers to be updated regularly. The Legislative Budget
Board’s School Performance Review Team visited the district
in February 2019. At the time of the onsite visit, the
demographer had plans with accurate dimensions for fewer
than half of the Houston ISD campuses.

The district’s middle school campuses averaged the lowest
utilization rates. Elementary school campuses and programs
for kindergarten to grade ecight averaged almost the same
level of utilization as high school campuses. Figure 7-3
shows campus utilization rates by campus type.

During onsite field work, the review team observed that
underutilized campuses were not closing off sections to save
the expenses of utilities, cleaning, and maintenance in unused
parts of the facility. In addition, the review team observed
many temporary buildings on campuses that the district uses
for long-term storage. Many of these temporary buildings
were in poor condition and it is unlikely that the district could
return them to classroom usage. However, these buildings
square footage still counts toward potential classroom space.

Effective, comprehensive planning for facility expansion,
consolidation, or use is difficult because the district does not
project its enrollment beyond one year and does not update its
capacity amounts regularly. Conflicting information exists
which may cause different departments in the district to plan for
differing events, resulting in an inefficient use of time and funds.

The Association for Learning Environments (ALE) includes

an enrollment projection among the five elements critical
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to an effective long-range school facilities master plan.
According to ALE, “Effective planning requires accurate
enrollment projections at least five years into the future.
Accurate projections require planners to examine district
demographics and track any new construction activity in
the district.” The review team commended Clear Creek
ISD in 2004 for completing a long-range enrollment
projection that enabled the district to plan adequately for
student growth.

An industry best practice for facility utilization suggests an
average rate of 85.0 percent for middle school and high-
school campuses and 95.0 percent for elementary school
campuses. Campuses that serve older students need
additional room for specialized learning spaces such as
automotive shops or laboratories, which might not be in use
during every period of the school day. Figure 7—4 shows
industry-standard utilization rates.

On average, the utilization rates for Houston ISD campuses
are less than these best practice rates. By not fully utilizing its
campuses, the district risks paying for services and positions
that it may not need, including surplus custodial,

maintenance, and administrative staff.

Houston ISD should develop an accurate facility utilization
rate for each campus and ensure that campuses maintain
industry-standard utilization rates.

The district demographer should develop a long-range
enrollment projection that extends at least five years.
Additionally, the demographer should develop and
implement a process to update the campus capacity
numbers so that the district can assess each campus
accurately. It may be necessary to visit each campus to
account for the usable learning space at each campus. The
district should develop an administrative assistant position
to help the demographer gather these data. When the
districc has accurate capacity data, it should adopt a
utilization goal ranging from 85.0 percent to 95.0 percent,
depending on campus type, as a guide for long-range
facility planning.

The district should form a campus closure and boundary
advisory committee to determine a combination of campus
closures and attendance boundary adjustments that align the
district with its facility utilization goals. The committee

should include the

demographer, and education and community stakeholders.

district’s  facility  planners, the

In developing its recommendations, the committee should
consider the following factors:

FIGURE 7-4

INDUSTRY-STANDARD UTILIZATION RATES FOR SCHOOL
FACILITIES

APRIL 2019

CAMPUS AVERAGE UTILIZATION RATE
Elementary School 95.0%

Middle School 85.0%

High School 85.0%

SOURCE: Legislative Budget Board School Performance Review
Team, 2019.

+ the age demographics of communities surround-
ing campuses;

+ how the dispersion of campuses across the district
affect transportation time and costs;

+ the location of specialty programs;

o the

closures; and

effects on communities from campus

+ the potential adaptive uses for campuses selected
for closure.

Using the enrollment and capacity numbers determined by
the Houston ISD Research and Accountability Department,
the district has the capacity to serve 38,555 more students
than it currently does. Given thisamount, current enrollment,
and the projected enrollment for school year 2019-20,
Houston ISD’s campuses are underutilized. Underutilization
means that some campuses are operating at full cost with

fewer students enrolled than best practices recommend.

The review team developed these figures utilizing the district’s
capacity figures, which the review team determined to be
inadequate. Before the district begins developing its own
utilization calculations, it should determine accurate capacity
figures for each campus. These figures will change once the

district has established accurate capacities.

Figure 7-5 shows the district’s surplus capacity by
campus type.

Consolidation of campuses to align utilization rates with
industry-standard goals would require examination of surplus
capacity by campus type. Figure 7-6 shows the surplus
capacity by campus type, the average capacity of each type,
and the potential number of surplus campuses in the district.

By dividing the surplus capacity by the average size of each
campus type, the review team has determined a potential
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FIGURE 7-5
HOUSTON ISD SURPLUS CAPACITY BY NUMBER OF STUDENTS
SCHOOL YEAR 2018-19

CAMPUS UTILIZATION GOAL CAPACITY NEEDED CURRENT CAPACITY SURPLUS CAPACITY
Elementary School 95.0% 105,724 129,442 23,718
Kindergarten to Grade 8 90.0% 9,124 10,526 1,402
Middle School 85.0% 39,752 49,222 9,470
High School 85.0% 56,449 60,414 3,965
Total 211,049 249,604 38,555

NoTE: Capacity Needed amounts are based on school year 2018—19 enroliment, which is projected to remain constant for school year 2019—

20. This amount will change as enroliment needs change.

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, July 2019.

number of surplus campuses that the district could close
through a consolidation process.

The cost of maintaining a campus varies by district and by
making  specific estimates  for
consolidations  difficult. According to the National
Clearinghouse for Educational Facilities (NCEF), a district
can make generalized estimates based on previous school
closures. NCEF notes that the Milwaukee Public Schools

district in Wisconsin closed several campuses. NCEF

campus, cost-saving

estimated that the district saved approximately $500,000 per
elementary school, $1.0 million per middle school, and $2.0

million per high school. Figure 7-7 shows the estimated
onetime savings if the district consolidates and closes 39
campuses when considering campus type.

This savings is an estimate based on data provided by the
district that the review team has determined to be incomplete
and outdated. The district should develop information that is
more accurate, and the campus closure and boundary
advisory committee should consider new capacity figures and
the dispersion of campuses across the district needed to
minimize transportation time and costs, the location of
specialty programs, and the impact on communities from

FIGURE 7-6
HOUSTON ISD SURPLUS CAMPUSES
SCHOOL YEAR 2018-19

CAMPUS SURPLUS CAPACITY CAPACITY OF AVERAGE CAMPUS SURPLUS CAMPUSES
Elementary School 23,718 814 29
Kindergarten to Grade 8 1,402 1,053 1
Middle School 9,470 1,262 7
High School 3,965 1,590 2
Total 38,555 39

SOURCES: Legislative Budget Board School Performance Review Team; Houston ISD, July 2019.

FIGURE 7-7

ESTIMATED HOUSTON ISD CAMPUS CONSOLIDATION SAVINGS

CALENDAR YEAR 2019

APPROXIMATE SAVINGS PER CAMPUS

CAMPUS (IN MILLIONS) CAMPUSES TO CONSOLIDATE TOTAL SAVINGS (IN MILLIONS)
Elementary School $0.5 29 $14.5
Kindergarten to Grade 8 $0.8 1 $0.8
Middle School $1.0 7 $7.0
High School $2.0 2 $4.0
Total 39 $26.3

SOURCE: Legislative Budget Board School Performance Review Team, July 2019.
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FIGURE 7-8
SAMPLE HOUSTON ISD EDUCATIONAL SPECIFICATIONS
SCHOOL YEAR 2018-19

CAMPUS

FOOD SERVICES EDUCATIONAL SPECIFICATIONS

Condit Elementary School

The Dining Commons is planned as a flexible room that can accommodate student dining, meetings, and

other events. The serving area will be designed as a food court. Movement among the various activities
(i.e., hand-washing queuing for serving and exiting will be planned for ease of movement).

Dowling Middle School (1) The Dining Commons is planned as a flexible room that can accommodate student dining, meetings, and
other events. The serving area will be designed as a food court. Movement among the various activities
(i.e., hand-washing queuing for serving and exiting will be planned for ease of movement).

North Forest High School

The Dining Commons is planned as a flexible room that can accommodate student dining, meetings, and

other events. The serving area will be designed as a food court. Movement among the various activities
(i.e., hand-washing queuing for serving and exiting will be planned for ease of movement).

NoTE: (1) Houston ISD renamed Dowling Middle School to Lawson Middle School during school year 2016-17.

SouRCE: Houston ISD, school year 2018-19.

campus closures. After the district has considered all of these
factors, the district may not be able to consolidate campuses
with perfect efficiency. The review team is assuming a 25.0
percent decrease in savings due to these additional
considerations, which would decrease the potential savings

from $26.3 million to $19.7 million.

The district should develop an administrative assistant
position to support the district demographer in gathering
data to generate accurate capacity amounts and enrollment
projections. The average annual salary and benefits for an
administrative assistant position I or II in the districts
administrative office totals $43,760.

The fiscal impact assumes a onetime savings of $19.7 million
from campus closures and a $43,760 annual cost for the

administrative assistant position.

CAMPUS PROTOTYPES (REC. 47)

Houston ISD’s method for building new campuses results in
high architectural costs, long design times, and the
districtwide use of inconsistent designs and materials.

When designing and constructing new campuses, Houston
ISD utilizes district-developed educational specifications
that contain standard descriptions of the needs of an
educational facility. These specifications communicate to the
architect and the public the educational program’s functions
and physical requirements, but they are not actual designs,
such as a building prototype. A building prototype provides
a generic building design that shows the general layout and
materials that the district will use in construction.

Houston ISD has developed educational specifications and
design guidelines that outline the district’s construction

goals and overview programs and needs for staff or
contracted design professionals to complete district
construction projects. The district has not relied on
prototypes in the construction of campuses as a regular
practice; however, the district does express consistent goals
for each campus area in the planning stages. Figure 7-8
shows sample educational specifications for a planned
dining commons at three Houston ISD campuses, which
demonstrates the common planning goals the district has
for each campus. Although these specifications are
consistent across campus types, the review team did not

observe these consistencies in campus cafeterias.

Since the approval of the November 2012 bond initiative,
the Construction Services Department has been designing,
constructing and renovating 40 campuses. Houston ISD
customizes the space allocation for each project during the
design process and publishes a draft of the completed design
and final documentation of the educational specifications for
each project. According to district staff, Houston ISD has
hired 28 architectural firms throughout this process. Staff
indicated that each time the district begins work with a new
architectural firm the district has to train the firm on the
district’s design process and procedures.

According to interviews and the design processes provided by
the district, Houston ISD does not use prototypes for campus
design as a standard practice, including for the campuses
constructed in accordance with the 2012 bond. After the
damage caused by Hurricane Harvey, the district urgently
needed to replace four elementary school campuses. The
general manager of design said that the district hired an
architectural firm to design an elementary campus prototype
to expedite the rebuilding process.
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The COO and the construction services officer stated that
the district is interested in using prototypes in the future. The
district is not actively developing or approving prototypes for
other campus types, however, the construction services
officer stated that the district had a positive experience with
recent prototypes for elementary schools. The general
manager of construction services expressed doubt that the
use of a prototype had hastened the process of replacing the
campuses because of delays caused by permitting issues. The
general manager of design expressed concern about
prototypes given local considerations such as a strong

resistance to the use of eminent domain in acquiring property.

Throughout the design and construction process, the
Construction Services Department works with Project
Advisory Teams (PAT) for each project. PATs consist of eight
to 12 members, including principals, students, teachers,
staff, parents, community representatives, an architect, and
Houston ISD facility planning, design, and construction
staff. The district intends PATs to gather input on the design
and construction of facilities from district stakeholders.
According to the district’s Project Advisory Team Handbook,
projects can require up to three years to complete. The
district intended PATs to meet monthly at every stage of the
project, but construction staff noted that PATs often decrease
the frequency of meetings after the design phase is finished.

PATs review the educational specifications and technical
standards for the project. According to the handbook, “The
standards that have been developed include a high degree of
flexibility to support an array of educational programs,
school sizes, and grade configurations.” It further states,
“Houston ISD Facilities Planning staff will work with the
school staff and PAT to determine unique program
requirements.” During the design process, PATs and Houston
ISD staff share ideas for the design concept including
building location, desired room adjacencies, and
configurations. PATs review and advise regarding program
offerings at the new campus and can determine up to 10.0
percent of a facility’s programmed floor area. In addition, the
handbook states, “Interior finish options will be offered by

the design professional for review and selection by the PAT.”

Bond progress-tracking materials show long design schedules
encountered during the planning and design phases. For
example, Bellaire High School’s design process started during
the third quarter of calendar year 2013, but construction did
not begin undil the third quarter of calendar year 2018. The
project’s initial budget was $106.7 million, but a total of
$34.8 million in adjustment increases accrued during that

five-year period. Staff reported that the PAT delayed the
design time by two and one-half years due to disagreements
about the campus design. Staff also stated that community
groups had sued the district twice regarding disputes between
PATs and the district on the project’s direction.

Each space on a campus has certain design considerations for
the design team. For example, the North Forest High School
educational specifications state that for building corridors
the “decision on whether to provide student lockers as well as
their size and location will be determined in conjunction
with the PAT during the schematic design phase.” The same
statement appears in the Dowling Middle School educational
specifications document. These design documents allow
PATs the ability to approve or disapprove of design elements.

Houston ISD is experiencing long design times during
construction projects in part because the district lacks
complete prototypes for campuses undergoing construction.
The district has a lengthy individualized design process
that incorporates substantial community outreach,
which repeatedly has slowed design processes and affected
the district’s ability to construct campus facilities. To
develop customized design plans for each project, the
district has incurred substantial costs to employ multiple

architectural firms.

In its report Prototype School Designs: Can Prototypes be Used
Successfully?, the Council of Educational Facility Planners
International states that large counties in Florida and Virginia
found the use of prototypes to be cost-effective and time-
efficient, and that their use “has reduced construction costs
and design fees, as well as change orders.”

Houston ISD should develop or maintain districtwide
building prototypes for all campus types.

To implement this recommendation, the district should
evaluate and make necessary changes to the existing
prototype used in the rebuilding of elementary campuses
damaged by Hurricane Harvey. The district should then
convene a design guideline committee including Houston
ISD design and construction staff and community
stakeholders to establish the key elements to be incorporated
in new campus designs. The district then should contract
with an architectural firm to design prototypes for a middle
school campus and a high school campus. The district may
need to contract with architectural firms to reconcile site-
based issues in the application of prototypes. The expense
and need for these reconciliations would be specific to each

construction project.
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The district should evaluate the use of PATs when
implementing district-wide prototypes. Using prototypes
may not negate the usefulness of PATs. However, should the
district keep PATs, they should consider limiting PAT
decision-making to an advisory role in the design process.

The district could implement this recommendation with

existing resources.

LONG-RANGE FACILITY MASTER PLAN (REC. 48)

Houston ISD does not plan efficiently for its long-term
facilities needs through enrollment projections and

facilities assessments.

When the review team requested Houston ISD’s facilities
master plan, the district provided a document that lists
deferred maintenance—repairs delayed to save funds—in
five areas in the district. The document anticipates
expenditures totaling $4.7 billion from calendar years 2018
to 2028. The district provided other documents during the
review that often are incorporated into long-range facilities
master plans, including a facilities condition index (FCI), a
2012 facilities capital program proposal summary of projects,
a presentation on district capital needs, and the two most

recent comprehensive facilities assessments.

An FCI is a facilities management tool that compares the
relative condition of facilities. An FCI assessment compares
the repair costs required at a campus to its replacement costs,
as expressed on a scale that ranges from 0.0 percent to 30.0
percent or more. The district would be more likely to replace
a campus with a very high repair cost and low replacement
cost than a campus with a low repair cost and a high
replacement cost. Figure 7-9 shows best practice condition
grouping using an FCI assessment.

An architectural firm developed an FCI tool for Houston
ISD in preparation for the 2012 bond initiative. Staff stated
that the firm updates the original repair costs annually to
represent major replacements on campuses. For example, if a
campus replaced its flooring, the updated FCI would
consider the campus’ new condition.

The firm and district staff reported that the district calculates
the replacement cost as the current cost of replacing the
campus as it originally was built. For example, if the district
replaced a campus built in 1965, the FCI assumes the
replacement cost would be the current cost of building a
campus designed and equipped like the original. District
staff acknowledged that the need to build current schools

FIGURE 7-9
FACILITY CONDITION INDEX RANGES
CALENDAR YEAR 2019

INDEX RANGE

Good 0.0%-5.0%
Fair 5.1%-10.0%
Poor 10.1%-30.0%
Critical 30.1% or more

SouRCE: Mapcon Technologies, Inc., May 2019.

FIGURE 7-10

FACILITY CONDITION INDEX FOR HOUSTON ISD
CAMPUSES

SCHOOL YEAR 2018-19

INDEX HOUSTON ISD CAMPUSES
Good 21

Fair 22

Poor 51

Critical 144

SouRCE: Houston ISD, 2019.

would preclude the district from using 1965 designs or
equipment in constructing any modern facility.

Houston ISD’s FCI shows that 144 campuses are in critical
condition, 51 campuses are rated in poor condition, 22 in
fair condition, and 21 in good condition. The FCI includes
ratings for 238 of the 280 campuses in the district. Figure
7-10 shows Houston ISD campuses by FCI rating.

The district uses a facility condition assessment (FCA)
database called MOCA PLAN that compiles information
often included in a facility master plan. Entries for each
campus include the building age, a 10-year renewal forecast,
the replacement value, and the FCI rating. The district
completed the last comprehensive assessment through the
FCA software during school year 2015-16, according to the
general manager of design. The review team requested access
to the database, but the district shared screen shots of the
user interface.

Facility master plans typically include enrollment projections
to enable a district to plan facility usage. Houston ISD’s
demographer annually develops one-year enrollment
projections. The district did not provide a longer range of
enrollment projections. The demographer stated that the
district asks for specific projections about overcrowded
campuses or those that need large repairs to plan for
expansion and new campuses.
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The COO reported that the district is contracting with a
program management firm to develop a recommendation for
a possible bond election in calendar year 2020 to replace
middle school campuses.

A long-range, comprehensive facilities master plan outlines
the status and future use of district facilities. It guides the
development of capital improvements and supports planning
for bond elections. ALE notes that an effective long-range
facilities master plan incorporates the following elements:

« facility capacity — Districts establish the capacity of
each school facility by setting standards that govern
student—teacher ratios and the amount of square feet
required per student in a classroom. These standards
deal with the minimum size of core facilities (such
as classrooms, gyms, cafeterias, and libraries) so that
schools do not overload these facilities or overuse
portable classrooms;

« facility inventory — An accurate facility inventory
is an essential tool in managing the use of school
facilities. The inventory identifies the use and size
of each room, which enables planners to accurately
establish the capacity of each school. Modifications
to schools are noted in the inventory so it can be

kept curreng;

« enrollment projections — Effective planning requires
accurate enrollment projections at least five years into
the future. Accurate projections require planners to
examine district demographics and track any new
construction activity in the district;

+ capital improvement program — Effective planning
requires the district to anticipate its future needs and
balance these against expected resources. A capital
improvement program charts future improvements
to school facilities and identifies funding sources
for them. An effective planning process involves
the community at large, identifies district goals and
objectives, and prioritizes projects based upon those
goals and objectives; and

+ facilities maintenance plan — School facility planning
necessitates identifying links between facilities
construction, renovation, and facilities maintenance.
Capital outlay for school construction is generally
a more palatable proposition for taxpayers and
public officials when a school system demonstrates
that existing facilities receive appropriate care and

maintenance. Good plans include short-term and
long-term objectives, budgets, and timelines, all of
which demonstrate organizational commitment to

proper facilities maintenance.

The district does not have a comprehensive long-range
facilities master plan. The information it has assembled to
guide its decisions about repairing and replacing campuses is
incomplete and has the potential to be misleading. The
district’s FCI uses outdated amounts that minimize the costs
of building modern replacement campuses. These lower
replacement cost estimates skew the FCI ratings for campuses,
making them appear stronger candidates for replacement
than they are. The FCI also does not provide an accurate
estimate of the funds needed to replace a campus when the
district is developing bond proposals. Projects funded by the
previous bond proposal exceeded the overall budget by
approximately $200.0 million.

A long-range facility master plan enables the district to plan
effectively for growth and other needs by incorporating
several information points. This information includes
demographic studies, facilities conditions, long-range
maintenance and technology plans, curriculum and
instructional needs, changing safety and security needs, and
building code compliance.

Longer-term enrollment projections are necessary for a
district to know where it needs expansion. By examining
where residential construction is occurring and where
demographic changes are shifting, the district can anticipate
where to build additional or expanded campuses. Because
the district reactively projects longer-term enrollment when
it discovers overcrowding on campuses, it is missing an

opportunity to plan proactively for growth across the district.

Among Houston ISD’s peer districts, Texas school districts
used for comparison, Dallas ISD recently hired an
architectural firm and technology consultant to prepare a
comprehensive long-range facilities plan that considers these
factors. The facilities department in Cypress-Fairbanks ISD
also has developed a long-range facilities assessment tool that
incorporates these factors. Cypress—Fairbanks ISD annually
updates the data to ensure that upcoming bond programs
have all the information needed to predict the district’s
changing needs.

Houston ISD should develop a comprehensive long-range
facility master plan that incorporates accurate information
about facility replacement costs and enrollment projections.
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The district should utilize existing staff knowledge to
develop a comprehensive long-range facility master
plan that incorporates accurate information about
facility replacement costs and enrollment projections.
The plan should address facility conditions, including
the cost of a modern replacement campus. It should
include a study of classroom utilization and capacity
and long-range enrollment projections indicating
demographic increases and decreases. In developing the
plan, the district should consider expected changes to
facility needs, including curriculum and technology,
safety and security developments, and the incorporation
of local, state, and federal requirements. The district should
update the plan annually to ensure that it continually

assesses its facility needs.

The district could implement this recommendation with

existing resources.

PROGRAM MANAGEMENT FIRMS (REC. 49)

Houston ISD contracts with program management firms
and staffs construction project managers that perform
duplicative work.

Contracts between the district and program management
firms to manage construction projects state that the firm
must prepare project management plans, project master
schedules, and program cost models. The firm is required to
coordinate with the district in selecting architectural and
engineering firms, setting up and leading construction team
and design progress meetings, reviewing design documents,
monitoring the construction and cost controls, and obtaining
required permits. The district has worked with as many as
seven firms and currently contracts with two firms to
complete the 2012 bond program.

Houston ISD’s Construction Services Department has 46.0
positions, which include construction managers and
construction service representatives. Figure 7-11 shows the
department’s reporting structure.

Staff in these positions handle many of the same tasks as

the program management firms. During onsite
interviews, construction managers noted that their
positions either previously had the responsibilities of the
program management firms or have the capability to
perform these responsibilities. They expressed frustration
that the

responsible for projects and simultaneously authorizes

district  considers  construction managers

program management firms to make decisions. Several

stated the belief that the required collaboration and
cooperation at each project stage hindered the process.
Others said that architectural firms and program
management firms perform some duplicative work on
projects. The sample contract for an architect provided by
the district confirmed that program managers are required
to work with the architect to develop project scope
documents, budget forecasts, and construction documents.

During onsite interviews, staff said that the district has spent
more than $30.0 million in program management fees
during the current bond program. The program management
firms currently working with Houston ISD receive a 3.0
percent fee to perform their services, which equates to
approximately $56.7 million from $1.89 billion spent in
accordance with the 2012 bond program. For this reason,
some construction managers perceive that pressure is only on
them to keep costs low, because higher costs mean greater
fees for program managers.

According to district contracts, program management firms
do not assume liability for work completed on projects.
Although these firms guide the district in selecting
architectural and engineering firms and other contractors,
their contracts state that they make no warranty or guarantee

of the quality of the work.

The use of third-party program management firms to
manage bond programs is a reasonable option for
small  districts that cannot maintain  permanent

ISD has a large
professional staff of 46.0 positions that includes a design

professional  staffing. Houston
manager, construction managers, and an architect. District
stafl’ previously performed many of the services provided
by the program management firms. By comparison,
Cypress-Fairbanks ISD handled a $1.2 billion bond with
an in-house staff of 28.0 positions. Figure 7-12 shows the
ISD  Facilities

Department organization.

Cypress—Fairbanks and Construction

Duplication of project management duties among hired
firms and district construction managers results in
unnecessary costs to the district and a slower design and
construction process. The district staffs construction manager
positions that it considers responsible for each project, so
there is no need to involve contracted firms in the decision-
making process.

Houston ISD should eliminate program management
contracts and charge existing district staff with performing
these responsibilities.
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FIGURE 7-11
HOUSTON ISD CONSTRUCTION SERVICES ORGANIZATION
SCHOOL YEAR 2018-19

Officer, Construction Services

Executive Administrative Assistant

General Manager

General Manager

General Manager

of Business Operations of Construction of Design
Senior Manager Senior Manager
of Construction of Construction
’—‘—‘ Senior ’—‘—‘
Construction  Construction  Managerof  construction  Construction
Manager — 2 Service Construction  \anager — 2 Service
Representative Representative
Construction  Construction
Manager — 2 Service
Representative — 2
Logistics Senior Manager Senior Manager,
Manager of Business . Special Projects
FF&E Solutions Senior Manager,
Manager Quality .
Assurance Architect
‘ Construction ~ Construction
Buyer—2 Vendor Team Leader — 2 Project Service .
. Manager —2 Representative
Representative
Vendor Construction Document General
Representative — 2 Service Control Clerk 111
Representative  Administrator
Buyer Receptionist

SouRcE: Houston ISD, school year 2018-19.

The district should review the current agreements to
determine its options. If ending the relationship immediately
is not an option, the district may need to phase out current
services by completing the remaining projects within the
2012 bond program.

The district should evaluate the job descriptions within the
Construction Services Department to ensure that all
responsibilities currently held by program management firms
can be absorbed in the department.

The district could implement this recommendation with
existing resources.

ORGANIZATIONAL STRUCTURE (REC. 50)

Houston ISD separates the organizational structure and
construction responsibilities across the Construction Services
Department and the Facilities Services Department.

The district’s Construction Services Department is overseen

by the officer of construction services and reports to the
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FIGURE 7-12

CYPRESS—FAIRBANKS ISD FACILITIES AND CONSTRUCTION DEPARTMENT ORGANIZATION

SCHOOL YEAR 2018-19

Assistant Superintendent
Facilities and Construction

Secretary
Director, Project Director, Construction Director, Design and Director,
Management Field Services Facilities Planning Technical Services
Project Project Warranty Project Building Design
Secretary Manager—4  Manager Coordinator Program Secretary
-3 -7 Manager
Senior Project Special Project Building
Manager — 4 Manager Program

SouRcE: Cypress—Fairbanks ISD, June 2019.

Coordinator — 2

COO. The general managers of business solutions,
construction, and design and an executive administrative
assistant each report directly to the officer of construction
services. The following five staff report directly to the general
manager of business solutions: the logistics manager; the
furniture, fixtures, and equipment (FF&E) manager; the
senior manager of business solutions; the senior manager of
quality assurance; and a senior administrative assistant. These
positions oversee various business staff including vendor
representatives, buyers, and accountants.

Construction  Services Department staff noted some
discrepancies in the reporting structure shown in Figure
7-13, the organizational chart provided by the district.
According to the chart, the general manager of construction
has five directly reporting positions, but the general manager
told the review team that he has four reporting positions,
three senior managers of construction and a senior
administrative assistant. These positions oversee multiple
construction managers, construction service representatives,

and administrative assistants.

Figure 7-13 also shows two staff reporting directly to the
general manager of design; however, according to the district
staff, the general manager of design has three reporting
positions, including the senior manager of special projects,
the district architect, and a senior administrative assistant.

The senior manager of special projects said that he reports to

both the general manager of design and the general manager

of construction.

Staff also said that many of the position titles do not match
the duties of the assigned positions. Facilities Services
Department staff also noted that the department manages
some construction projects instead of the Construction
Services Department.

The Construction Services Department has several position
titles that do not match the position’s duties. For example,
the general manager of design stated that construction
managers essentially are project managers that oversee

construction projects from design to completion.

'The general manager of construction stated that construction
service representatives are knowledgeable assistants to the
construction managers, some of whom eventually hold
construction manager positions. Construction service
representatives work internally and do not interact with
vendors or customers. Construction service representatives
work in the Business Solutions, Construction, and Design

This the

organizational chart, but construction service representatives

departments. position appears throughout
said that the position and its duties vary depending on the
role of the manager to which it reports. One construction
service representative reports to the logistics manager in the

Business Solutions Department. The duties of this position
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FIGURE 7-13

HOUSTON ISD CONSTRUCTION SERVICES ORGANIZATIONAL CHART

SCHOOL YEAR 2018-19

SouRCE: Houston ISD, school year 2018-19.

differ from those that report to the senior managers of
construction. Another construction service representative
who reports to the senior manager of special projects has
different responsibilities. Although their duties vary,
construction service representatives interviewed had the

same job description.

Construction service representatives noted that they help
review closeout documents, which they send to the document
control administrator (DCA) in the Business Solutions
Department. However, some contractors working with the
district bypass the construction service representatives’ review
and proceed directly to the DCA. The DCA contacts the
general contractor to report and track items with warranties
on projects. Construction service representatives stated that
staff do not always follow this process. The DCA also
monitors the closeout document process for each construction
project. The organizational chart places the DCA position in
the Business Solutions Department, despite the position
needing to communicate and coordinate regularly with

construction managers and service representatives. The DCA
reports to the senior manager of business solutions, but the
position is vacant and staff are uncertain that the district will

fill ic.

The senior manager of quality assurance estimates
construction project costs and manages accounting, but does
not oversee construction quality or evaluation. This senior
manager works closely with the general manager of
construction to perform these responsibilities but reports to
the general manager of business solutions. This manager
stated that the senior manager of quality assurance’s primary
responsibilities were estimating construction project costs

and assisting in the FF&E process as needed.

The senior manager of special projects within the
Construction Services Department stated that the Special
Projects team manages problems in the district that
maintenance and custodial staff in the Facilities Services

Department cannot manage. Examples include building
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modifications, temporary building installations and moves,
and water filtration required to comply with the Americans
with Disabilities Act.

According to Facilities Services Department staff, the
department manages many major renovation jobs in the
district, including air-conditioning system replacements, and
total and partial roof replacements. The Facilities Services
Department manages these projects but may consult with
the Construction Services Department to select an architect
when necessary. The construction services officer confirmed
that the Facilities Services Department manages some
construction and renovation projects, including air-
conditioning system replacement, but stated that, ideally,
Construction Services Department staff would be more
involved in this process. The district did not provide job
descriptions for many positions in these departments.
However, the descriptions provided did not indicate that
staff working in the Facilities Services Department were
required to have experience or training in construction
management. During observations of the north and south
maintenance facilities’, the review team and district staff
discussed expected jobs. Facilities Services staff did not
indicate that positions within their departments had project
management or construction experience. In the south
maintenance facility, the review team observed recently
purchased large air-conditioning systems, known as chillers.
Staff indicated that they had installed the chillers on a
campus, but that the district demolished the campus shortly
afterward. The maintenance department now used the
chillers for parts in repairs. Staff did not explain the

miscommunication between the departments.

Houston ISD’s Principals’ Guide for Facilities and Fleet Services
2018-19 outlines the responsibilities of the Construction
Services and Facilities Services departments. The guide does
not task Facilities Services staff with performing construction
tasks, but it includes a work-order classification labeled
project that includes “maintenance projects scheduled for
completion during summer or winter break.”

The district lacks clarity in reporting structures to avoid the
duplication of work and to ensure a clear source of accountability
and instruction. The responsibility for various construction-
related tasks in the districtare located in inefficient organizational
structures. The senior manager of quality assurance reports to
the general manager of business solutions, despite performing
most of the work within the general manager of construction’s
supervision. The warranty process continues through multiple
departments, and staff do not follow it consistently. Maintenance

staff manage construction and large replacement projects,
despite the presence of a fully staffed and trained construction
management team.

Austin ISD has a consistent organizational structure for its
Construction Management Department, including titles
that clearly indicate the role of each position. Figure 7-14
shows the reporting structure for the Construction
Management Department in Austin ISD.

Most school districts authorize their maintenance
departments to oversee repair projects that the departments
can perform without architects or engineers. However, a
facility management best practice at a large school district is
for the construction department to manage major repair and
replacement projects that require an architect or engineer to
provide design services and a contractor to perform the
construction work. Construction department staff typically
are knowledgeable in the daily management of architectural
and construction contracts and can ensure that the work is

meeting the district’s fa