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1. Executive Summary

Over the past several years, school finance has been a hot topic in Texas as school districts have faced significant budget 
constraints. In the last budget cycle, the state made reductions to the education budget, and there are six pending lawsuits 
challenging the state’s school finance system1.  In addition, there has been considerable interest in the differences in funding 
between traditional public and public charter school districts. The aim of this report is to provide some clarity regarding the 
level and sources of school funding and expenditures. We compared student demographics and financial information for 
three school districts in Houston, Texas: (1) Houston Independent School District (HISD), (2) KIPP Houston2  (comprised 
of KIPP, Inc. and KIPP Southeast Houston), and (3) YES Prep Public Schools, Inc. We examined data from three school 
years: 2007-08, 2008-09 and 2009-10. 

On the surface, HISD and the two charter districts seem very different. HISD had a student population as of 2010 that was 
40 times larger than that of KIPP or YES Prep and a budget of almost $1.7 billion per year. If all of its 203,000 students 
lived in one incorporated location, HISD would be the 107th largest city in the United States. 3

Despite these superficial differences, both HISD and the two charter districts served student populations that were quite 
similar. HISD’s students were 62 percent Hispanic, 27 percent African-American, and 8 percent white; KIPP’s students 
were also 62 percent Hispanic, but 35.5 percent African-American, and only 1 percent white; and YES Prep’s students 
were 86 percent Hispanic, 11 percent African-American, and only 1 percent white. As to ethnic demographics, the only 
differences between the charter districts and HISD were that KIPP had significantly more African-American students and 
fewer white students, while YES Prep had significantly more Hispanic students and fewer white students. As for limited 
English proficiency students, KIPP’s percentage was virtually the same as HISD’s: 30.4 percent of students compared with 
30.9 percent of students. YES Prep, despite having 86 percent Hispanic students, had only 18 percent who were categorized 
as limited English proficiency, but this was almost certainly because YES Prep does not serve students in elementary grades. 
Finally, when it came to the percentage of students in poverty, YES Prep and HISD were virtually the same with 78 percent 
and 80 percent of students eligible for the Federal Free and Reduced Price Lunch (FRL) program, respectively, while KIPP’s 
students were more impoverished with 91 percent eligibility. Viewed as a whole, the two charter districts were working with 
a slightly more disadvantaged student population than HISD.

As for what the three school districts spent, comparisons were inherently difficult for at least two reasons: first, KIPP and 
YES Prep were relatively recent start-ups that had been expanding both at a grade- and school-level during the past several 
years. This expansion, the need to construct new buildings and add staff, often temporarily boosted their spending. Second, 

1 Smith, M. (2012, July 3). An Updated Guide to Texas School Finance Lawsuits. Texas Tribune. Retrieved from  
http://www.texastribune.org/texas-education/public-education/an-updated-guide-to-texas-school-finance-lawsuits/ 

2 For the remainder of this report, KIPP Houston will be referred to as KIPP.

3 See United States Census Bureau (2011), for Annual Estimates of the Resident Population for Incorporated Places over 50,000, 
Ranked by July 1, 2011 Population.
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the funding formula for Texas’ schools is not only complicated (as seen in Section 4 below) but is also completely different 
for charter schools versus traditional public schools. When all of the funding components were taken into account, HISD 
got most of its funding from local sources, while the two charter districts were funded mostly through the state. The total 
government revenue from all sources, however, favored HISD: $11,279 per student, compared with $11,100 for KIPP and 
$10,059 for YES Prep. When we considered actual spending by the districts (which took into account not just government 
revenue but also private donations), we found that KIPP spent more per student than did HISD, and both KIPP and 
HISD outpaced YES Prep’s spending: HISD spent $12,256 per student, compared with $13,177 by KIPP and $11,673 
by YES Prep. 

A significant disparity between the charter districts and HISD results from the fact that the charters are not eligible to 
participate in the state’s facility funding programs. In the years covered by this report, HISD generated an annual average of 
$835 per ADA in facilities funding. This accentuates the difficulties of startup and expansion and leads the charter districts 
to rely on private fundraising to fund facilities.

Finally, we looked at teacher staffing and demographics. There were significant differences here: teachers accounted for 
a greater proportion of the workforce at KIPP and YES Prep than at HISD (57 percent and 67 percent compared with 
49 percent), but they also had higher turnover rates (30 percent for both charter districts compared with 11 percent for 
HISD). At least a portion of the higher teacher turnover rates at the charters can be explained by a higher proportion of 
Teach For America (TFA) corps members and teachers moving into leadership positions as the charters grew. Teacher 
salaries were somewhat lower at KIPP ($50,422) and YES Prep ($47,477) compared with HISD ($52,535), which was 
likely related to the fact that the charter districts had newer and younger teachers on average. 
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2. Introduction
HISD, with more than 200,000 students, is the largest public school district in Texas and the seventh-largest district 

in the United States. HISD covers more than 300 square miles, employs about 30,000 staff members, and has a budget of 
almost $1.7 billion4 – making it one of the largest employers and purchasers of services in the Houston area.

KIPP5 and YES Prep6 are both public charter school districts in Houston with total enrollments of less than 5,000 
students for the years included in this report. Both districts were established in Houston in the mid-1990s to serve minority 
and low-income students and were among the first districts to receive approval as open enrollment charters from the Texas 
Education Agency (TEA).

There are several factors that made a true apples-to-apples comparison of these three districts difficult. The most 
prominent is the size difference between HISD and the two charters. HISD’s student population was more than 40 times 
that of either KIPP or YES Prep as of 2010. In addition to size, there are numerous differences because of HISD’s status as 
an established traditional public school district that serves a vast geographic area, while KIPP and YES Prep were relatively 
new charter districts that were still growing at a reasonably fast pace, adding schools and grade levels on a regular basis.

Nonetheless, this report provides an objective comparison of demographic and financial information as reported in 
publicly available state and local data sources. The primary data sources include individual district Comprehensive Annual 
Financial Reports (CAFR), the TEA Summary of Finances (SOF), and the TEA Academic Excellence Indicator System 
(AEIS).

The three districts serve largely similar demographics with a few exceptions. YES Prep’s students are more than 20 
percentage points more likely to be Hispanic than HISD’s or KIPP’s, while KIPP’s students are more likely to be African-
American and classified as economically disadvantaged than those in the other two districts. Overall expenditure levels are 
also fairly similar on a per-pupil basis; however, KIPP and YES Prep rely on private donations to make up for the absence 
of state funding for facilities and access to local tax revenue. 

The remainder of this report is organized as follows: 

	 Section 3 provides a comparison of student demographics.
	 Section 4 details the data on revenue amounts and sources.
	 Section 5 compares expenditures both as a whole and by category.
	 Section 6 provides a comparison of staffing across the three districts.
	 Section 7 provides report conclusions.

A number of appendices, including a glossary of school finance terms, are referenced throughout this report and are 
included at the end of the document.

4 HISD (2010), Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2010.

5 The first KIPP program began with 5th graders in Houston, Texas, in 1994.

6 The YES Prep program began in Rusk Elementary (HISD) in 1995 and received an open enrollment charter in 1998.
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3. Student Demographics

3.1 Student Counts

TEA maintains several different measures of student attendance, ranging from a simple count of all students 
in membership at a particular campus to an adjusted count for funding purposes that is weighted more heavily 
for certain student populations. The list below describes three attendance measures maintained by TEA. This 
report uses Refined Average Daily Attendance (ADA) and Weighted Students in Average Daily Attendance 
(WADA) for per pupil calculations.7

(1) Total Students – A count of all students reported in membership on a particular day in October. The 
total count includes students in any grade from early childhood through grade 12. This count, while 
reported in official TEA data, is not used for funding purposes.

(2) Refined ADA – A measure of average attendance during an entire school year. Currently, Texas counts 
students in attendance each day and averages the attendance count for a year. Refined ADA includes 
Full Time Equivalent8 counts (FTEs) for Special Education and Career and Technology education.

(3) Weighted Average Daily Attendance – A count similar to ADA, but puts a higher weight on students 
with special needs. Students with special characteristics and/or needs are given higher weights in the 
funding formula to recognize the additional costs of educating those students.

Weighted ADA, or WADA, is important because of its use in the state’s funding formula and requires 
further explanation. Table 1 provides a description of the most common student programs and program weights 
used in the state’s funding formula. These weights, while intended to capture differences in the costs associated 
with educating different types of students, were not determined empirically (that is, they do not reflect true cost 
differences). Their values were set by the Texas Legislature. The most recent updates to the weights occurred 
more than a decade ago, and as result they do not reflect all programmatic changes or current costs.9

The WADA figures presented in the state’s data are not calculated directly using the program weights below. 
Instead, WADA is backed out from each district’s funding totals.10 This further complicates the interpretation 
of WADA because artifacts of the method of calculation may skew the count in meaningful ways.

This report uses WADA as the denominator in per pupil calculations below.  We advise caution when 
interpreting per pupil amounts that use WADA because these values may be skewed in important ways by the 
student weights and the calculation method. Per pupil amounts calculated using WADA can be thought of as 
roughly adjusting for student characteristics. In this report, per pupil amounts calculated using Refined ADA 
are always provided as a point of comparison.

7 Refined ADA and WADA used in this report reflect the values defined and reported in the Summary of Finances.

8 In a district with a seven-period school day, one FTE would be represented by seven students each attending one period of a special 
program class or one student in special classes for the full day.

9 The full set of student program descriptions and weights can be found in the Texas Education Code Chapter 29.

10 For an explanation of how WADA is calculated, see Texas Education Agency (2011).
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TaBle 1: Student Program Weights
PROgRAm DESCRIPTIOn WEIghT

Special Education Program11 Funding for students with learning disabilities based 
on student placement.

Varies from 1.1 for mainstream to 
5.0 for homebound.

Bilingual Education and Special 
Language Programs12

Additional funding for bilingual/limited English 
proficiency students.

0.10

Compensatory Education 
Programs13

Additional funding for low-performing and at-risk 
students. Funding for the general program is based 
on eligibility for the Federal FRL Program.

0.20 for most students, $650 per 
pupil for military, and 2.41 for 
pregnant students.

Educational Programs for Gifted 
and Talented Students14

Additional funding for programs and services for 
gifted and talented students (state funding is limited 
to 5 percent of WADA).

0.12

Career and Technology Education 
Programs15

Additional funding based on career and vocational 
skills enrollment in grades 7-12. 1.35

Source: Texas Education Agency (2011)
11  
Texas Education Code Chapter 29, Subchapter A and §42.151.
  12Texas Education Code Chapter 29, Subchapter B and §42.153.
13  Texas Education Code Chapter 29, Subchapter C and §42.152.
  14Texas Education Code Chapter 29, Subchapter D and §42.156.

 15 Texas Education Code Chapter 29, Subchapter F and §42.154.

3.2 Demographic Comparison

HISD, KIPP, and YES Prep draw students from a similar geographic area; however, there is a key difference 
between HISD and the charter districts. As a traditional public school district, HISD maintains schools across 
more than 300 square miles. The size and makeup of the student body at HISD’s almost 300 campuses is 
dependent primarily upon the demographics of the population living within its attendance zone. KIPP and 
YES Prep, on the other hand, are public schools of choice having no geographic attendance zones. Despite this 
difference, all three traditionally serve students with similar demographic characteristics. Each of the districts 
is majority-minority with African-American and Hispanic students making up more than 85 percent of their 
respective student bodies. Tables 2A-C provide detailed student demographic information for all three districts 
by year. The “Demographic Proportions” presented in Tables 2A-C represent percentages of the “Total Student” 
count while the “Program Proportions” represent percentages of Refined ADA. The “Program Proportions” do 
not add up to 100 percent because students may qualify under multiple categories.

11 Texas Education Code Chapter 29, Subchapter A and §42.151.

12 Texas Education Code Chapter 29, Subchapter B and §42.153.

13 Texas Education Code Chapter 29, Subchapter C and §42.152.

14 Texas Education Code Chapter 29, Subchapter D and §42.156.

15 Texas Education Code Chapter 29, Subchapter F and §42.154.
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TaBle 2a: 2007-08 Student Demographics
STuDEnT COunTS hISD  KIPP YES

Total Students 198,769 2,358 2,043

Refined ADA 179,317 2,172 1,963

WADA 250,399 3,122 2,682

WADA/Total Students 1.26 1.32 1.31

Attendance Rate 95.0%
KIPP, Inc. - 98.2%
KIPP SE - 97.3%

98.0%

DEmOgRAPhIC PROPORTIOnS

African-American 28.5% 32.9% 13.2%

Hispanic 60.3% 65.6% 84.8%

White 8.0% 0.6% 1.5%

Other 3.3% 0.9% 0.5%

Economically Disadvantaged 79.5% 88.3% 75.6%

Limited English Proficiency 29.7% 26.8% 2.5%

At-Risk 65.0% 47.8% 24.7%

PROgRAm PROPORTIOnS

Regular Program 93.8% 98.2% 97.8%

Special Education16 5.1% 3.4% 2.7%

Compensatory Education 93.1% 80.4% 64.5%

Bilingual/ESL Education 27.7% 22.4% 2.5%

Gifted & Talented 5.0% 1.3% 2.3%

Career & Technology 3.5% 1.5% 0.0%

16Includes Total FTE, Non-Public Contracts, Residential Care and Treatment, and Mainstream ADA lines from the SOF.

16 Includes Total FTE, Non-Public Contracts, Residential Care and Treatment, and Mainstream ADA lines from the SOF.    
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TaBle 2B: 2008-09 Student Demographics
STuDEnT COunTS hISD  KIPP YES

Total Students 199,524 3,433 2,638

Refined ADA 179,830 3,184 2,589

WADA 251,031 4,630 3,592

WADA/Total Students 1.26 1.35 1.36

Attendance Rate 95.1%
KIPP, Inc. - 97.7%
KIPP SE - 97.0%

97.6%

DEmOgRAPhIC PROPORTIOnS
African-American 27.8% 33.8% 10.8%

Hispanic 61.1% 63.9% 87.3%

White 7.8% 1.0% 1.3%

Other 3.3% 1.3% 0.5%

Economically Disadvantaged 81.0% 90.1% 78.0%

Limited English Proficiency 31.0% 29.9% 2.6%

At-Risk 67.6% 44.1% 31.9%

PROgRAm PROPORTIOnS
Regular Program 94.0% 98.3% 97.9%

Special Education 4.9% 3.1% 2.5%

Compensatory Education 94.9% 79.2% 67.1%

Bilingual/ESL Education 28.2% 25.9% 2.7%

Gifted & Talented 5.0% 1.4% 0.0%

Career & Technology 3.5% 1.5% 0.0%
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TaBle 2C: 2009-10 Student Demographics
STuDEnT COunTS hISD  KIPP YES

Total Students 200,944 4,658 3,374

Refined ADA 181,126 4,323 3,261

WADA 249,947 6,659 4,872

WADA/Total Students 1.24 1.43 1.44

Attendance Rate 95.1%
KIPP, Inc. - 97.7%
KIPP SE - 96.8%

97.4%

DEmOgRAPhIC PROPORTIOnS

African-American 27.1% 35.5% 11.3%

Hispanic 61.8% 62.5% 86.2%

White 7.6% 0.9% 1.1%

Other 3.4% 1.2% 1.5%

Economically Disadvantaged 79.9% 90.9% 78.0%

Limited English Proficiency 30.9% 30.4% 17.5%

At-Risk 63.4% 43.5% 35.5%

PROgRAm PROPORTIOnS

Regular Program 94.0% 98.7% 98.1%

Special Education 4.9% 2.7% 1.9%

Compensatory Education 87.4% 83.8% 68.5%

Bilingual/ESL Education 28.8% 27.2% 16.5%

Gifted & Talented 5.0% 0.6% 0.0%

Career & Technology 3.9% 1.0% 0.0%

Source: TEA AEIS and SOF Reports – 2008, 2009, 2010

s

Although the student demographics among the three districts were similar, there were several differences 
worth noting. Both charter districts had a smaller proportion of white students than HISD. The students who 
attended YES Prep and KIPP were 6.5 and 6.7 percentage points, respectively, less likely to be white than 
those who attended HISD. There were also significant differences in the makeup of the minority populations 
among the three districts. All three districts were majority Hispanic; however, students attending YES Prep 
were more than 20 percentage points more likely to be Hispanic than those attending the other two districts. 
KIPP’s students were 8.4 percentage points more likely to be African-American than those attending HISD 
and 24.2 percentage points more likely than those attending YES Prep. KIPP’s students were also more than 10 
percentage points more likely to be categorized as economically disadvantaged than those students attending 
the other two districts. Additionally, the two charter districts had a smaller proportion of students identified 
as being at-risk. Students who attended YES Prep and KIPP were 27.9 percentage points and 19.9 percentage 
points, respectively, less likely to be identified as at-risk than those who attended HISD. Figures 1 and 2 depict 
the demographic and program proportions of the three districts for the 2009-10 school year.
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Figure 1:  2009-10 Student Demographic Proportions
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Figure 2: 2009-10 Student Program Proportions
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Differences in district practices for categorizing students (e.g., as Limited English Proficiency) had a direct 
impact both on the proportions presented above and the calculation of WADA. For example, despite having a 
student population more than 86 percent Hispanic, YES Prep had a significantly lower percentage of students 
identified as having Limited English Proficiency (LEP) and as receiving bilingual/ESL program instruction. 
This may be because YES Prep does not include elementary grades. Since the state only allocates additional 
programmatic funding for LEP students in grades K-4, there is no financial incentive to label students as LEP 
after grade 4. While there may have been additional students at YES Prep who presented many of the same 
challenges as students categorized as LEP in lower grades, they may not have been included in the LEP count 
because they did not generate state aid. This may have been true for non-elementary grades at both HISD and 
KIPP as well; however, the bias in the reported number of LEP students at YES Prep was likely to be larger 
because of the district’s lack of elementary grades. 

4. Revenue

4.1 State Funding Formula

Public schools receive revenue from three primary sources: the federal government, the state government, 
and local taxes. The vast majority of school revenue in the United States comes from state and local sources, with 
48 percent coming from the state and 43 percent from local sources on average.17 Education revenue from state 
and local sources is generally governed by the state’s funding formula. 

Funding formulas typically include provisions for both annual operating expenses and capital projects. 
Funding for annual operating expenses can be further divided into two types: (1) foundation funding and (2) 
categorical funding. Foundation funding represents the amount deemed necessary to maintain an adequate 
education at all public schools within the state and often provides some equalization of revenues across districts 
of varying wealth levels. Categorical funding provides additional funding for certain types of students and 
schools or for specific programs. Both types are generally funded through a mix of state and local resources as 
dictated by the state funding formula. 

In Texas, the state funding formula is called the Foundation School Program (FSP).18 FSP includes two 
“tiers” for operations as well as a facilities funding component. Charters are handled differently from traditional 
school districts under FSP. Since charters do not have local taxing authority, FSP substitutes state averages 
where local tax information is required in funding calculations. Specifically, the operations funding for charter 
schools is calculated using the state average Adjusted Allotment. As a result, all charter schools receive the same 
level of base state funding before student adjustments, transportation allotments, and other state grant funding. 
Another important difference between traditional and charter districts is that charters are currently not eligible 
for facilities funding under the state funding formula. A pictorial overview of FSP follows: 

17 National Center for Education Statistics (2012). Revenues for public elementary and secondary schools, by source of funds: 
Selected years, 1919-20 through 2007-08.

18 Texas Education Code Chapter 42. See the TEA School Finance 101 for an excellent summary of the Foundation 
School Program in general. For a summary of the differences in funding calculations for traditional and charter school 
districts, see R.C. Wood and Associates (2011). See the Glossary (Appendix 3) at the end of the document for more 
detailed definitions of school finance terms.
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Figure 3: Foundation School Program
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As previously mentioned, FSP divides annual operations funding into two tiers. Tier 1 includes foundation 
and categorical funding. Tier 2 allows for additional funding based on local tax effort (i.e., enrichment) and 
provides for some equalization of tax yield based on property tax value.

Tier 1 includes three components: (1) Basic Allotment (i.e., foundation amount), (2) Student Categorical 
Funding, and (3) Other Categorical Funding. The Basic Allotment is set in statute and was $4,765 per pupil 
in ADA for the 2009-10 school year. The standard Basic Allotment is adjusted for a district’s compressed tax 
rate.19 HISD’s tax-adjusted Basic Allotment for 2010 was $4,606 per ADA, reflecting a compressed tax rate of 
$0.9667. Charter schools receive a Basic Allotment calculated based on the statewide average compressed tax 
rate rather than a local tax rate because charters do not have taxing authority. For the 2009-10 school year, the 
adjusted Basic Allotment for charters was $4,625.20

19 To the extent a district’s compressed rate is below $1.00, its Basic Allotment is reduced.
20 This reflects the average statewide compression rate of $0.9706. 
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District level adjustments are also included in the Basic Allotment calculation. These adjustments include 
the Cost of Education Index (CEI) and the Small and Mid-Sized Adjustment (SMA). CEI is an adjustment 
meant to capture the varying costs of education inputs across the state, while SMA is meant to increase the 
allotment of smaller districts to compensate for diseconomies of scale. A district’s adjusted allotment can be 
calculated using the formula below.

Basic Allotment x CEI x SMA = Adjusted Allotment

The Adjusted Allotment serves as the base funding per pupil in ADA. Both the Basic and Adjusted allotments 
for charter districts are based on the statewide average for traditional districts. Table 3 provides a comparison of 
Basic and Adjusted allotments for HISD and charter districts for the 2009-10 school year.

TaBle 3: 2009-10 Summary of State Allotment
BASIC ALLOTmEnT ADJuSTED ALLOTmEnT 

HISD $4,606 $5,162

Charter $4,625 $5,933

Source: 2010 SOF Reports

Districts receive categorical funding for students if they are eligible in one of several categories. The five 
most common categories are: (1) Special Education Program, (2) Bilingual Education and Special Language 
Programs, (3) Compensatory Education Programs, (4) Educational Programs for Gifted and Talented Students, 
and (5) Career and Technology Education Programs. Table 1 provides a summary of these categories along 
with the various program weights associated with each. These categorical adjustments act as multipliers that are 
added to the Basic Allotment. For example, a student eligible for the Bilingual Education and Special Language 
Programs generates additional funding equal to 10 percent of the Adjusted Allotment of $516 at HISD.

Districts also receive other categorical funding for transportation,21 facilities (traditional districts only; 
charter districts are not eligible to participate in facilities funding), and high school enrollment under Tier 1.22 

Traditional districts are responsible for a portion of their Tier 1 allotment funding through local tax revenues.  
This is referred to as the Local Fund Assignment (LFA). Since charters do not have taxing authority, they do not 
have an LFA. In Tables 4A-C, LFA values only appear in the columns for HISD. LFA is shown as a negative 
allotment which is subtracted from the total allotment from the state.

The Available School Fund (ASF) allotment is the per pupil allocation traditional public school districts 
receive from the proceeds of the Permanent School Fund. ASF is shown as a negative allotment in Tables 4A-C 
because it is already included in the total state aid received by HISD. Charter districts do not receive an ASF 
allotment. For districts receiving no state aid (such as Austin ISD, a district subject to recapture under Chapter 
41) the ASF amount would be positive.

21 Texas Education Code §42.155. Transportation allotments are calculated based on eligible service (mileage and ridership) 
that the district provided during the school year. Rates for transportation allotments were last updated in 1984.

22 Texas Education Code §42.160(a) provides an annual allotment of $275 per student in average daily attendance in 
grades 9-12 in the district (or charter).
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Tier 2 is an equalization tier where districts can increase state aid through greater tax effort (i.e., higher tax 
rates). For traditional school districts, Tier 2 funding is calculated on the basis of local wealth and tax effort. As 
was the case in previous calculations, charter districts’ Tier 2 funding is based on the statewide average wealth 
and tax effort. For each penny of local tax effort a district levies, the state guarantees a yield. For the 2010 school 
year, the guaranteed yield was $31.95 per penny of tax effort. If the total property wealth per WADA does not 
result in a levy greater than or equal to the guaranteed yield level, the state makes up the difference. 

Districts in Texas with property values per pupil above a legislatively specified level are subject to recapture. 
If a district has a property wealth per pupil above a statutory threshold, a portion of the local tax revenue is 
recaptured for redistribution through the FSP system. Districts subject to recapture are commonly referred 
to as “Chapter 41” districts, a reference to the section of the Texas Education Code which defines the wealth 
redistribution requirements. For the 2009-10 school year, 202 districts were subject to some level of recapture 
ranging from a few thousand dollars, to $119 million for Austin ISD. For the 2009-10 school year, the Chapter 
41 wealth threshold was $476,500 in taxable property value per WADA. HISD, with a property value of 
$425,309 per WADA, was below the 2010 threshold. HISD was therefore able to keep 100 percent of its local 
revenue despite being beyond the guaranteed yield level.

4.2 Facilities Funding

The FSP also includes a facilities funding component. Qualifying districts can obtain facilities funding 
support through the following two programs:

	 New Instructional Facilities Allotment (NIFA)23 which provides a one-time allotment to help offset the 
purchase, construction, renovation, and expansion of instructional facilities. NIFA provides a reimbursement 
of $250 per student ADA in a new campus’s first year of operation, plus $250 for each additional student 
in ADA in the second year of operation; and

	 Existing Debt Allotment (EDA)24 which equalizes interest and sinking fund (I&S) tax effort. EDA provides 
a guaranteed yield of $35 per penny of tax effort per ADA to cover the cost of debt service for qualifying 
districts and projects.

Additionally, traditional districts can obtain a guarantee against default from TEA through the Permanent 
School Fund Bond Guarantee Program. Access to this guarantee ensures that bonds sold by the district will 
receive the highest (AAA) market rating and thus carry a favorable interest rate. 

Charter schools are not eligible to participate in state programs for facilities funding. This at least partially 
stems from the charter’s lack of taxing authority. Because they do not have taxing authority and no access 
to a local tax base against which to levy debt service (i.e., I&S) taxes, charters are not eligible to participate  
in EDA. 

HISD has a property wealth level per pupil too high to qualify for state funding for facilities, but the district 
does generate substantial revenue for facilities through its debt service (I&S) tax rate. From 2008 to 2010, 
HISD generated an annual average of $835 per ADA in facilities funding. 

23 Texas Education Code, §42.158.
24 Texas Education Code, Chapter 46, Subchapter A.
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4.3 Foundation School Program Revenue Summary

Tables 4A-C below provide a summary of district revenue under FSP. The data are presented in per pupil 
amounts (both ADA and WADA) and are broken out by the individual components of the state funding 
formula. TEA SOF reports provide the basis for the tables below.

25 

TaBle 4a: 
2007-08 Components of the State Funding Allotment per Pupil in Dollars25

AVERAgE FOunDATIOn SChOOL PRO-
gRAm (FSP) ALLOCATIOn AmOunT hISD KIPP YES

WADA ADA WADA ADA WADA ADA
Tier 1

Regular Program 2,359 3,294 2,597 3,732 2,697 3,683 

Special Education 273 382 117 168 195 267 

Career and Technology 120 168 55 79 0 0 

Gifted and Talented 15 21 4 6 8 11 

Compensatory Education 427 597 424 610 356 486 

Bilingual Education 70 97 59 84 7 9 

New Instructional Facilities 7 10 0 0 0 0 

Transportation 59 82 115 166 166 227 

Other Tier 1 0 0 0 0 0 0 

Total Tier 1 Funding 3,330 4,650 3,371 4,845 3,428 4,683 

Total Tier 2 Funding 78 109 1,038 1,492 1,240 1,694 

Other Allotments 1,417 1,978 1,023 1,471 1,003 1,370 

Available School Fund (203) (283) 0 0 0 0 

Total FSP (state and local) 4,622 6,454 5,432 7,807 5,671 7,747 

Local Fund Assignment (2,939) (4,105) 0 0 0 0 

Total Foundation State Aid 1,683 2,350 5,432 7,807 5,671 7,747 

Available School Fund 203 283 0 0 0 0 

Technology Allotment 21 30 21 30 22 30 

Other 0 0 0 0 0 0 

Total State Aid 1,907 2,663 5,453 7,837 5,693 7,777 

Debt Service Revenue (I&S levy) 554 774 0 0 0 0 

Total FSP plus Facilities Funding 5,176 7,228 5,432 7,807 5,671 7,747 

this report, individual table values may not add to equal the totals because of rounding.

25 Throughout this report, individual table values may not add to equal the totals because of rounding.
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TaBle 4B:  
2008-09 Components of the State Funding Allotment per Pupil in Dollars
AVERAgE FOunDATIOn SChOOL PRO-
gRAm (FSP) ALLOCATIOn AmOunT hISD KIPP YES

WADA ADA WADA ADA WADA ADA
Tier 1

Regular Program 2,429 3,390 2,667 3,879 2,763 3,833 

Special Education 262 366 109 159 190 264 

Career and Technology 123 172 53 77 0 0 

Gifted and Talented 15 21 5 7 0 0 

Compensatory Education 446 622 429 625 379 526 

Bilingual Education 73 102 70 102 8 10 

New Instructional Facilities 0 0 0 0 0 0 

Transportation 57 79 85 123 99 137 

Other Tier 1 0 0 0 0 0 0 

Total Tier 1 Funding 3,405 4,753 3,418 4,971 3,438 4,770 

Total Tier 2 Funding 71 99 1,062 1,545 1,217 1,688 

Other Allotments 1,194 1,667 1,052 1,530 1,057 1,466 

Available School Fund (184) (257) 0 0 0 0 

Total FSP (state and local) 4,485 6,261 5,533 8,046 5,712 7,924 

Local Fund Assignment (3,152) (4,400) 0 0 0 0 

Total Foundation State Aid 1,333 1,861 5,533 8,046 5,712 7,924 

Available School Fund 184 257 0 0 0 0 

Technology Allotment 21 29 20 30 21 30 

Other 0 0 0 0 0 0 

Total State Aid 1,539 2,148 5,553 8,075 5,733 7,954 

Debt Service Revenue (I&S levy) 617 861 0 0 0 0 

Total FSP plus Facilities Funding 5,102 7,122 5,533 8,046 5,712 7,924 
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TaBle 4C: 
2009-10 Components of the State Funding Allotment per Pupil in Dollars
AVERAgE FOunDATIOn SChOOL  
PROgRAm (FSP) ALLOCATIOn AmOunT hISD KIPP YES

WADA ADA WADA ADA WADA ADA
Tier 1

Regular Program 3,516 4,852 3,802 5,855 3,894 5,818 

Special Education 382 528 156 240 248 371 

Career and Technology 179 246 42 65 0 0 

Gifted and Talented 22 31 3 4 0 0 

Compensatory Education 657 907 646 994 544 813 

Bilingual Education 106 147 105 161 66 98 

New Instructional Facilities 1 1 0 0 0 0 

Transportation 60 82 65 100 96 143 

Other Tier 1 48 66 20 30 59 88 

Total Tier 1 Funding 4,971 6,860 4,838 7,451 4,907 7,331 

Total Tier 2 Funding 58 81 419 645 419 626 

Other Allotments 691 954 363 559 439 657 

Available School Fund (197) (272) 0 0 0 0 

Total FSP (state and local) 5,524 7,623 5,619 8,654 5,765 8,613 

Local Fund Assignment (4,183) (5,773) 0 0 0 0 

Total Foundation State Aid 1,340 1,850 5,619 8,654 5,765 8,613 

Available School Fund 197 272 0 0 0 0 

Technology Allotment 21 30 19 30 20 30 

Other 120 166 86 133 93 138 

Total State Aid 1,679 2,317 5,725 8,817 5,877 8,781 

Debt Service Revenue (I&S levy) 622 858 0 0 0 0 

Total FSP plus Facilities Funding 6,146 8,481 5,619 8,654 5,765 8,613 

Source: 2008, 2009 and 2010 SOF Reports

Taxpayers residing in HISD were responsible for the majority (76 percent) of the district’s total FSP 
allotment. HISD’s LFA amount per ADA was $5,773 in 2009-10, while the state’s share was only $1,850. 
HISD received total state aid of 2,317 per ADA in 2009-10. Since charter districts have no taxing authority, 
they received the full FSP through the state. KIPP and YES Prep received total state aid of $8,817 and $8,781 
per ADA respectively in 2009-10.

Under the FSP, HISD received less funding per ADA than the two charter districts. In 2009-10, KIPP and 
YES Prep received $1,031 and $990 more per ADA, respectively, than HISD. Two funding categories – Regular 
Program and Tier 2 – were largely driving the difference between FSP revenue of the two charter districts and 
HISD. Both of these funding categories used statewide average tax rates and wealth to calculate the charter 
allotments, so the difference between HISD and these statewide averages was primarily responsible for the 
revenue differences.
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When facilities funding was added to HISD’s Total FSP allotment, the funding difference between the 
charters and HISD was much smaller. KIPP and YES Prep received $173 and $132 more per ADA, respectively, 
than HISD when facilities funding was included.

When facilities funding was included and per pupil was calculated on a per WADA basis, the funding 
difference switched direction. KIPP and YES Prep received $527 and $381 less per WADA, respectively, than 
HISD. As noted earlier, WADA may be skewed by both the values of the student weights as well as the method 
of calculation, making interpretation of the per WADA figures difficult. However, WADA can be used to 
roughly adjust for student population differences.

4.4 Total Revenue Summary

Tables 5A-C show total revenue per pupil from all government sources. In addition to including federal 
revenue, these tables augment the data in Tables 4A-C by also including state and local revenue not provided 
under FSP. The data came from the individual district CAFRs.

These data further showed that HISD relied primarily on local tax collections for funding, with 62 percent 
of all government revenue collected locally. By comparison, the charter schools, which have no taxing authority, 
received the majority of their funding through the state, with 82 and 86 percent coming through the state for 
KIPP and YES Prep, respectively.

Both KIPP and YES Prep received less total funding from all government sources than HISD. When 
considering only these sources of funding, KIPP and YES Prep received 2 percent ($179) and 11 percent 
($1,220) less per ADA, respectively, for the 2009-10 school year. All three districts received less than one-fifth 
of their revenue from federal sources.

Since charters have no taxing authority, there are no values in the “Local” revenue rows for the charters in 
Tables 5A-C. The use of the term “local revenue” for charter school districts is something of a misnomer, and 
revenues shown as “local” in district CAFRs are the result of fundraising. Information on charter fundraising 
revenue can be found in Appendix 2 – Locally Generated Revenue.
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26

TaBle 5a: 2007-08 government Revenue per Pupil in Dollars
REVEnuE SOuRCE hISD KIPP YES

WADA ADA Percent WADA ADA Percent WADA ADA Percent

Local 4,702 6,566 60%

State 2,346 3,276 30% 5,742 8,252 83% 5,941 8,115 90%

Federal26 783 1,094 10% 1,184 1,702 17% 664 907 10%

Total Revenue 7,831 10,936 6,926 9,954 6,605 9,022

TaBle 5B: 2008-09 government Revenue per Pupil in Dollars
REVEnuE SOuRCE hISD KIPP YES

WADA ADA Percent WADA ADA Percent WADA ADA Percent

Local 5,128 7,159 64%

State 1,987 2,774 25% 5,911 8,597 83% 6,073 8,425 90%

Federal 857 1,196 11% 1,239 1,801 17% 694 963 10%

Total Revenue 7,972 11,129 7,150 10,398 6,767 9,388

TaBle 5C: 2009-10 government Revenue per Pupil in Dollars
REVEnuE SOuRCE hISD KIPP YES

WADA ADA Percent WADA ADA Percent WADA ADA Percent

Local 5,093 7,029 62%

State 1,758 2,426 22% 5,892 9,074 82% 5,765 8,613 86%

Federal 1,322 1,824 16% 1,315 2,026 18% 968 1,446 14%

Total Revenue 8,173 11,279 7,207 11,100 6,733 10,059

Source: 2008, 2009, and 2010 District CAFRs

5. Expenditures
Comparing district expenditures provided a picture of how each district allocated its resources on an annual 

basis. The large size difference between HISD and the charter districts can make some categories of spending 
look quite different for the charters (e.g., fixed costs, like facilities). However, differences in expenditure patterns 
also were related to integral features of the district’s education model. Disentangling the differences that emanate 
from economies of size from true features of the district’s education delivery model is impossible, and this report 
makes no attempt to do so. Tables 6A-C provide a summary of expenditures by category.

26 Federal revenue figures may be temporarily higher in the years covered by this report due to non-renewable competitive grants issued 
under the American Recovery and Reinvestment Act.
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TaBle 6a: 2007-08 Expenditures per Pupil in Dollars
AVERAgE ExPEnDITuRES PER CATEgORY27 hISD KIPP YES PREP

WADA ADA WADA ADA WADA ADA

Instruction and Instruction Related28 4,331 6,048 4,393 6,313 4,143 5,660

Administration (Central and Campus)29 862 1,203 10,536 15,14130 1,253 1,711

Student Services31 534 746 1,568 2,254 1,092 1,492

Plant Maintenance and Security32 810 1,131 927 1,333 939 1,283

Facilities and Debt Service33 1,287 1,797 419 602 3 4

Other district activities34 131 183 208 300 174 237

Total – all funds35 7,954 11,107 18,051  25,942 7,604 10,386

TaBle 6B: 2008-09 Expenditures per Pupil in Dollars
AVERAgE ExPEnDITuRES PER CATEgORY hISD KIPP YES PREP

WADA ADA WADA ADA WADA ADA

Instruction and Instruction Related 4,676 6,527 4,019 5,845 4,232 5,870

Administration (Central and Campus) 865 1,207 2,289 3,329 1,306 1,811

Student Services 585 816 1,425 2,072 1,063 1,475

Plant Maintenance and Security 876 1,223 991 1,440 770 1,068

Facilities and Debt Service 1,247 1,741 377 549 32 44

Other district activities 178 249 422 614 201 278

Total – all funds 8,426 11,762 9,523 13,849 7,603 10,547

TaBle 6C: 2009-10 Expenditures per Pupil in Dollars
AVERAgE ExPEnDITuRES PER CATEgORY hISD KIPP YES PREP

WADA ADA WADA ADA WADA ADA

Instruction and Instruction Related 4,788 6,608 3,629 5,590 3,934 5,877

Administration (Central and Campus) 862 1,189 1,931 2,973 1,705 2,548

Student Services 670 925 1,285 1,979 1,129 1,687

Plant Maintenance and Security 777 1,072 801 1,234 817 1,220

Facilities and Debt Service 1,526 2,106 598 920 81 120

Other district activities 258 356 312 480 148 221

Total – all funds 8,881 12,256 8,555 13,177 7,813 11,673

Source: 2009-10 District CAFRs

27 Definitions for function codes can be found beginning on page 293 of the Financial Accounting and Reporting module of the TEA 
Financial Accountability System Resource Guide.

28 Instruction and Instruction Related includes functions 11, 12, and 13.

29 Administration includes functions 21, 23, 41, and 53.

30 KIPP’s Administration costs were temporarily higher in 2007-08 due to accounting that led the district to realize a sizeable sum in a 
single school year.

31 Student Services include functions 31-36 and 61.

32 Plant Maintenance and Security includes functions 51 and 52.

33 Facilities and Debt Service includes functions 71 and 81.

34 Other district activities include district designated functions such as fundraising.

35 Includes expenditures from the general fund as well as all special revenue funds.

http://arnoldfoundation.org


22

Laura and John Arnold Foundation  •  www.arnoldfoundation.org  •  2800 Post Oak Blvd.  •  Suite 225  •  Houston, TX  77056  •  713.554.1349

KIPP and YES Prep were still adding grade levels at more than half of their schools in the years covered by 
this report. As a result, fixed (or inflexible) costs, such as plant services, debt service and some administrative 
expenses, may be higher per pupil than they will be when the student population reaches capacity.36 These costs 
will likely decrease on a per-pupil basis as the districts approach full enrollment.

YES Prep spent the least per pupil among the three districts covered in this report. In 2009-10, YES Prep 
spent $1,504 less per ADA than KIPP and $583 less than HISD. If we use WADA to roughly adjust for student 
population differences, both charter districts spent less per pupil than HISD. YES Prep spent $1,068 less per 
WADA than HISD in 2009-10, while KIPP spent $326 less.

6. Staffing
Education continues to be a labor intensive industry. The largest item in most school districts’ budgets is 

staff salaries and benefits. Labor costs account for roughly 80 percent of education spending across the nation.37 
School staffing is important from both a financial and student outcomes perspective and deserves a detailed 
examination. This section provides a summary of staffing data for the three districts included in this report. 

As before, both the size difference between HISD and the charter districts and the charters’ growth rates 
during the study period made proper comparisons difficult. Moreover, the three districts differed in how they 
categorized workers. Nonetheless, the three districts had similar per pupil staffing ratios (all approximately 14:1 
for staff on the salary schedule per student).

Tables 7A-C provide a summary of the staffing composition at the three districts. Teachers made up more 
than 50 percent of the workforce at the two charter districts, while the ratio of teachers to other staff at HISD 
was slightly below this threshold. Statewide, teachers represented 50.5 percent of all staff employed by school 
districts. YES Prep had the highest proportion of teachers among the three districts, with teachers making up 
67.3 percent of the overall employee population in 2009-10. Teachers made up 56.5 percent of the workforce 
at KIPP and 48.6 percent of the workforce at HISD in that year.

Table 8A: 2007-08 Staffing Summary
TaBle 7a: 2007-08 Staffing Summary
STAFF CATEgORIES hISD  KIPP YES

Total Staff 24,294 274 190

Teachers 49.3% 52.0% 67.1%

Professional Support 10.8% 6.2% 10.3%

School Administrators 2.5% 4.9% 3.4%

Central Administrators 0.6% 1.8% 5.8%

Educational Aides 6.6% 11.8%

Auxiliary Staff 30.3% 23.2% 13.5%

36 A more detailed discussion of capacity can be found in Appendix 1.
37 National Center for Education Statistics (2012). Total expenditures for public elementary and secondary education, by 

function and subfunction: Selected years, 1990-91 through 2007-08.
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TaBle 7B: 2008-09 Staffing Summary
STAFF CATEgORIES hISD  KIPP YES

Total Staff 24,486 390 239

Teachers 49.0% 57.5% 68.0%

Professional Support 11.2% 2.8% 14.6%

School Administrators 2.6% 5.6% 4.1%

Central Administrators 0.6% 2.9% 3.8%

Educational Aides 6.6% 5.8% 0.9%

Auxiliary Staff 30.1% 25.3% 8.8%

TaBle 7C: 2009-10 Staffing Summary
STAFF CATEgORIES hISD  KIPP YES

Total Staff 24,735 500 330

Teachers 48.6% 56.5% 67.3%

Professional Support 12.3% 5.0% 16.4%

School Administrators 2.4% 3.8% 8.1%

Central Administrators 0.4% 2.6% 3.3%

Educational Aides 6.7% 7.7% 3.0%

Auxiliary Staff 29.6% 24.4% 1.9%

Source: 2008, 2009, and 2010 AEIS Reports

6.1 Teacher Demographics

The teaching populations in all three districts were predominantly female and racially mixed. Teachers in 
the charter schools had significantly fewer years of experience than their HISD counterparts, with the majority 
of charter school teachers having less than five years of teaching experience. For the 2009-10 school year, 
teachers in HISD had an average 11.8 years of experience while those in KIPP and YES Prep had 3.8 and 3.6 
years, respectively. 

Turnover rates were much higher for the charter programs, and while rates declined from 2008 to 2010, 
they remained two to three times higher than turnover rates for HISD. This is likely because of the number of 
charter school teachers who were Teach For America (TFA) corps members, and because a significant number 
of teachers in the charter districts have moved into leadership positions as the charters added schools and grade 
levels. Tables 8A-C provide a demographic comparison of teachers across the three districts.
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38

TaBle 8a: 2007-08 Teacher Demographic Summary
TEAChER DEmOgRAPhICS hISD  KIPP YES

African-American 39.3% 31.5% 15.4%

Hispanic 23.2% 16.9% 23.5%

White 33.1% 46.8% 55.3%

Other 4.5% 4.9% 5.8%

Male 25.5% 25.8% 31.0%

Female 74.5% 74.2% 69.0%

0-5 Years of Experience 37.4% 72.8% 78.3%

Avg. Years of Experience 11.7 4.7 4.6

Turnover Rate38 14.6% 40.0% 36.8%

TaBle 8B: 2008-09 Teacher Demographic Summary
TEAChER DEmOgRAPhICS hISD  KIPP YES

African-American 39.1% 25.8% 13.3%

Hispanic 23.8% 21.9% 19.2%

White 32.5% 46.2% 61.6%

Other 4.5% 6.1% 5.9%

Male 25.8% 28.7% 30.5%

Female 74.2% 71.3% 69.5%

0-5 Years of Experience 36.8% 70.3% 84.4%

Avg. Years of Experience 11.7 4.4 3.5

Turnover Rate 12.9% 30.8% 30.6%

TaBle 8C: 2009-10 Teacher Demographic Summary
TEAChER DEmOgRAPhICS hISD  KIPP YES

African-American 36.0% 29.5% 11.0%

Hispanic 22.4% 23.1% 18.8%

White 37.3% 41.7% 63.6%

Other 4.5% 5.7% 6.7%

Male 25.8% 28.5% 31.6%

Female 74.2% 71.5% 68.4%

0-5 Years of Experience 36.2% 77.3% 81.2%

Avg. Years of Experience 11.8 3.8 3.6

Turnover Rate 11.1% 29.7% 30.0%

Source: 2008, 2009, and 2010 AEIS Reports

38 The teacher turnover includes staff who remained employed by the district but not as teachers.
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Part of the variation in teacher experience and turnover rates can be explained by the charter districts’ 
greater reliance on TFA corps members. Tables 9A-C provide details on the number of TFA corps members in 
HISD, KIPP, and YES Prep as a percentage of all teaching staff and as a percentage of “new” teachers (those with 
less than five years’ experience).

TFA corps members made up approximately 2 percent of all teachers and 6 percent of new teachers in 
HISD. But in charter schools, roughly one in four teachers was a TFA corps member.

Part of TFA’s stated mission39 is to “recruit a diverse group of leaders with a record of achievement who work 
to expand educational opportunity, starting by teaching for two years in a low-income community.” [emphasis 
added] TFA corps members commit to a minimum two-year teaching term. By design, many of them move on 
to graduate school or other careers after their two years in the classroom.

TaBle 9a: 2007-08 TFA Summary
hISD  KIPP YES

Total teachers 11,977 142 128

“New teachers” 
0-5 Years of experience

4,479 104 100

TFA corps members 268 13 28

TFA as % of total teachers 2.2% 9.1% 21.9%

TFA as % of new teachers 6.0% 12.5% 28.0%

TaBle 9B: 2008-09 TFA Summary
hISD  KIPP YES

Total teachers 11,998 224 163

“New teachers” 
0-5 Years of experience

4,415 158 137

TFA corps members 275 38 47

TFA as % of total teachers 2.3% 17.0% 28.9%

TFA as % of new teachers 6.2% 24.1% 34.2%

39 See Teach for America (2012). Our Mission. Retrieved from www.teachforamerica.org/our-mission.
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TaBle 9C: 2009-10 TFA Summary
hISD  KIPP YES

Total teachers 12,021 282 222

“New teachers” 
0-5 Years of experience

4,352 218 181

TFA corps members 267 51 42

TFA as % of total teachers 2.2% 18.1% 18.9%

TFA as % of new teachers 6.1% 23.4% 23.3%

Source: Teach for America, Houston (2012) 

6.2 Staff Salaries

Average salaries for teachers were slightly higher in HISD than in the charter schools, which is to be expected 
given the differences in average years of experience. Salaries for Central Administrative staff were highest for 
KIPP, but the average declined during the three-year period covered in this report.

For the 2009-10 school year, average teacher salaries statewide ranged from slightly more than $41,000 for 
new teachers to more than $58,000 for teachers with more than 20 years of experience. Tables 10A-C show 
average salaries by experience. While teachers at both KIPP schools and YES Prep averaged less experience 
than their HISD counterparts, their salaries were higher than the state average for teachers with comparable 
experience.

TaBle 10a: 2007-08 Staff Salaries in Dollars
AVERAgE SALARIES hISD  KIPP YES

Teachers 50,230 46,321 48,617

Professional Support 59,083 54,074 61,318

School Administrators 74,966 69,857 75,124

Central Administrator 92,302 107,985 83,694

TaBle 10B: 2008-09 Staff Salaries in Dollars
AVERAgE SALARIES hISD  KIPP YES

Teachers 51,580 49,444 49,308

Professional Support 60,616 63,900 56,575

School Administrators 77,820 70,781 70,040

Central Administrator 92,365 114,965 79,819

TaBle 10C: 2009-10 Staff Salaries in Dollars
AVERAgE SALARIES hISD  KIPP YES

Teachers 52,535 50,422 47,477

Professional Support 61,363 70,578 52,357

School Administrators 78,780 80,609 59,792

Central Administrator 102,143 106,475 85,807

Source: 2008, 2009, and 2010 AEIS Reports

http://arnoldfoundation.org


27

Laura and John Arnold Foundation  •  www.arnoldfoundation.org  •  2800 Post Oak Blvd.  •  Suite 225  •  Houston, TX  77056  •  713.554.1349

7. Conclusion
Overall, we found that students in HISD, KIPP, and YES Prep districts were all drawn from the same 

geographic area and had similar demographics. All three districts were majority-minority, with African-American 
and Hispanic students making up more than 85 percent of their respective student bodies. All three districts 
were majority Hispanic, with Hispanic students making up more than 60 percent of their respective student 
bodies. The main differences were that students attending YES Prep were more than 20 percentage points more 
likely to be Hispanic than those attending the other two districts, while KIPP’s students were 8.4 percentage 
points more likely to be African-American than those attending HISD and 24.2 percentage points more likely 
than those attending YES Prep. KIPP’s students were also more than 10 percentage points more likely to be 
categorized as economically disadvantaged than students attending the other two districts. The two charter 
districts had a smaller proportion of students identified as being at-risk.

As for revenue, charters do not have taxing authority and are not eligible for the state’s facilities funding 
programs that allowed HISD to generate an annual average of $835 per ADA in facilities funding from 2008 to 
2010. The charters made up for a lack of facilities funding through private fundraising efforts. KIPP and YES 
Prep generated less revenue per ADA from all governmental sources (2 percent and 11 percent less, respectively) 
than HISD. HISD received the majority of its revenue from local sources (62 percent), while charter districts 
received more than 80 percent of their revenue through the state. 

As for expenditures, KIPP and YES Prep were still adding grade levels at several of their schools during the 
years covered by this report. As a result, fixed (or inflexible) costs, such as plant services, debt service and some 
administrative expenses, were higher per pupil than they will be when the student population reaches capacity. 
These costs will likely decrease on a per pupil basis as the districts approach full enrollment. Nonetheless, YES 
Prep spent the least per pupil among the three districts. In 2009-10, YES Prep spent $1,504 less per ADA than 
KIPP and $583 less than HISD. If we use WADA to roughly adjust for student population differences while 
taking private donations into account, both charter districts still spent less per pupil than HISD. YES Prep spent 
$1,068 less per WADA than HISD in 2009-10, while KIPP spent $326 less.

Teachers made up more than 50 percent of the workforce at the two charter districts, while the ratio of 
teachers to other staff at HISD was slightly below this threshold. Statewide, teachers represented 50.5 percent of 
all staff employed by school districts. YES Prep had the highest proportion of teachers among the three districts, 
with teachers making up 67.3 percent of the overall employee population in 2009-10. Teachers made up 56.5 
percent of the workforce at KIPP and 48.6 percent of the workforce at HISD in that year. Experience levels 
differed dramatically: the average experience for a teacher at KIPP and YES prep was less than four years, while 
it was almost 12 years for HISD. This was partly because KIPP and YES Prep had much larger cohorts of TFA 
corps members than HISD. Because TFA corps members only commit to a two-year teaching term, this had a 
significant impact on experience, salaries, and turnover rates at KIPP and YES Prep. 
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APPENDIx 1

School Capacity and Enrollment

Both KIPP and YES Prep programs grow by adding grade levels within schools over time. Tables 12A-C 
describe current grade levels and planned capacity for the charter districts across the three school years covered 
by this report.

TaBle 12a: (2007-08)
CuRREnT  
numBER OF 
gRADE LEVELS

ExPECTED nEW 
gRADE LEVELS

ExPECTED TOTAL 
numBER OF 
gRADE LEVELS

PERCEnT OF  
TOTAL CAPACITY

KIPP Houston

  KIPP Academy Middle School 4 0 4 100%

  KIPP Houston High School 4 0 4 100%

  KIPP 3D Academy 4 0 4 100%

  KIPP Sharpstown College 1 3 4 25%

  KIPP Polaris Academy for Boys 1 3 4 25%

  KIPP Shine Prep 4 2 6 67%

  KIPP Intrepid - - - -

  KIPP Dream 1 5 6 17%

  KIPP Sharp Lower School - - - -

  KIPP Explore - - - -

  KIPP Voyage - - - -

  KIPP Spirit 2 2 4 50%

  KIPP Liberation 2 2 4 50%

  KIPP Zenith - - - -

KIPP Houston Total 23 17 40 58%

YES Prep          

  East End 2 5 7 29%

  Southeast 7 0 7 100%

  North Central 5 2 7 71%

  Southwest 4 3 7 57%

  Gulfton 1 6 7 14%

  West - - - -

  Brays Oaks - - - -

  North Forest - - - -

  Northside - - - -

  5th Ward - - - -

YES Prep Total 19 16 35 54%
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TaBle 12B:  (2008-09)
CuRREnT  
numBER OF 
gRADE LEVELS

ExPECTED nEW 
gRADE LEVELS

ExPECTED TOTAL 
numBER OF 
gRADE LEVELS

PERCEnT OF  
TOTAL CAPACITY

KIPP Houston

  KIPP Academy Middle School 4 0 4 100%

  KIPP Houston High School 4 0 4 100%

  KIPP 3D Academy 4 0 4 100%

  KIPP Sharpstown College 2 2 4 50%

  KIPP Polaris Academy for Boys 2 2 4 50%

  KIPP Shine Prep 5 1 6 83%

  KIPP Intrepid 1 3 4 25%

  KIPP Dream 3 3 6 50%

  KIPP Sharp Lower School 4 2 6 67%

  KIPP Explore - - - -

  KIPP Voyage - - - -

  KIPP Spirit 3 1 4 75%

  KIPP Liberation 3 1 4 75%

  KIPP Zenith - - - -

KIPP Houston Total 35 15 50 70%

YES Prep

  East End 4 3 7 57%

  Southeast 7 0 7 100%

  North Central 6 1 7 86%

  Southwest 5 2 7 71%

  Gulfton 2 5 7 29%

  West - - - -

  Brays Oaks - - - -

  North Forest - - - -

  Northside - - - -

  5th Ward - - - -

YES Prep Total 24 11 35 69%

http://arnoldfoundation.org


Laura and John Arnold Foundation  •  www.arnoldfoundation.org  •  2800 Post Oak Blvd.  •  Suite 225  •  Houston, TX  77056  •  713.554.1349

32

TaBle 12C:  (2009-10)
CuRREnT  
numBER OF 
gRADE LEVELS

ExPECTED nEW 
gRADE LEVELS

ExPECTED TOTAL 
numBER OF 
gRADE LEVELS

PERCEnT OF  
TOTAL CAPACITY

KIPP Houston

  KIPP Academy Middle School 4 0 4 100%

  KIPP Houston High School 4 0 4 100%

  KIPP 3D Academy 4 0 4 100%

  KIPP Sharpstown College 3 1 4 75%

  KIPP Polaris Academy for Boys 3 1 4 75%

  KIPP Shine Prep 6 0 6 100%

  KIPP Intrepid 2 2 4 50%

  KIPP Dream 4 2 6 67%

  KIPP Sharp Lower School 5 1 6 83%

  KIPP Explore 1 5 6 17%

  KIPP Voyage 1 3 4 25%

  KIPP Spirit 4 0 4 100%

  KIPP Liberation 4 0 4 100%

  KIPP Zenith 1 5 6 17%

KIPP Houston Total 46 20 66 70%

YES Prep

  East End 5 2 7 71%

  Southeast 7 0 7 100%

  North Central 7 0 7 100%

  Southwest 6 1 7 86%

  Gulfton 3 4 7 43%

  West 1 6 7 14%

  Brays Oaks 1 6 7 14%

  North Forest - - - -

  Northside - - - -

  5th Ward - - - -

YES Prep Total 30 19 49 61%
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APPENDIx 2   
Locally Generated Revenue:  
Tax Revenue (ISDs) v. Fundraising (Charter Schools)

Tables 13A-C show revenue from all government sources, with local tax revenue and fundraising shown 
separately. Since charter schools do not have taxing authority, the use of the term “local revenue” for charter 
school districts is something of a misnomer. Revenues shown as “local” in district CAFRs are the result of 
school-based fundraising. Fundraising revenue can vary considerably from year to year.

TaBle 13a: 2007-08 Comparable Revenue in Dollars
AVERAgE ExPEnDITuRES PER CATEgORY hISD KIPP YES PREP

WADA ADA WADA ADA WADA ADA

Local (HISD – tax revenue) 4,702 6,566 - - - -

Local (charters - fundraising) - - 6,136 8,818 3,011 4,114

State 2,346 3,276 5,742 8,252 5,941 8,115

Federal 783 1,094 1,184 1,702 664 907

Total revenue - all funds 7,831 10,936 13,062 18,773 9,616 13,136

TaBle 13B: 2008-09 Comparable Revenue in Dollars
AVERAgE ExPEnDITuRES PER CATEgORY hISD KIPP YES PREP

WADA ADA WADA ADA WADA ADA

Local (HISD – tax revenue) 5,128 7,159 - - - -

Local (charters - fundraising) - - 2,525 3,673 3,481 4,828

State 1,987 2,774 5,911 8,597 6,073 8,425

Federal 857 1,196 1,239 1,801 694 963

Total revenue - all funds 7,972 11,129 9,675 14,070 10,249 14,217

TaBle 13C: 2009-10 Comparable Revenue in Dollars
AVERAgE ExPEnDITuRES PER CATEgORY hISD KIPP YES PREP

WADA ADA WADA ADA WADA ADA

Local (HISD – tax revenue) 5,093 7,029 - - - -

Local (charters - fundraising) - - 1,872 2,883 2,044 3,054

State 1,758 2,426 5,892 9,074 5,765 8,613

Federal 1,322 1,824 1,315 2,026 968 1,446

Total revenue - all funds 8,173 11,279 9,079 13,983 8,777 13,113

Source: 2008, 2009, 2010 Comprehensive Annual Financial Reports
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APPENDIx 3 

Glossary of Common School Finance Terms

Actual Tax Rate or nominal Tax Rate: The tax rate levied by school districts and used to calculate tax bills. 
(See Effective Tax Rate)

At-Risk: A student is identified as at-risk of dropping out of school based on state-defined criteria (Texas 
Education Code §29.081.) The statutory criteria for at-risk status include each student who is under 21 years 
of age and who:

•	 was not advanced from one grade level to the next for one or more school years;

•	 is in grades 7, 8, 9, 10, 11, or 12 and did not maintain an average equivalent to 70 on a scale of 100 
in two or more subjects in the foundation curriculum during a semester in the preceding or current 
school year or is not maintaining such an average in two or more subjects in the foundation curriculum 
in the current semester;

•	 did not perform satisfactorily on an assessment instrument administered to the student under Texas 
Education Code Subchapter B, Chapter 39, and who has not, in the previous or current school year, 
subsequently performed on that instrument or another appropriate instrument at a level equal to at 
least 110 percent of the level of satisfactory performance on that instrument;

•	 is in prekindergarten, kindergarten or grades 1, 2, or 3 and did not perform satisfactorily on a readiness 
test or assessment instrument administered during the current school year;

•	 is pregnant or is a parent;

•	 has been placed in an alternative education program in accordance with Texas Education Code §37.006 
during the preceding or current school year;

•	 has been expelled in accordance with Texas Education Code §37.007 during the preceding or current 
school year;

•	 is currently on parole, probation, deferred prosecution, or other conditional release;

•	 was previously reported through the PEIMS to have dropped out of school;

•	 is a student of limited English proficiency, as defined by Texas Education Code §29.052;

•	 is in the custody or care of the Department of Protective and Regulatory Services or has, during the 
current school year, been referred to the department by a school official, officer of the juvenile court, 
or law enforcement official;

•	 is homeless, as defined by 42 United States Code §11302 and its subsequent amendments; or 
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•	 resided in the preceding school year or resides in the current school year in a residential placement 
facility in the district, including a detention facility, substance abuse treatment facility, emergency 
shelter, psychiatric hospital, halfway house, or foster group home.

Attendance Rate: Attendance rates reported in AEIS are based on student attendance for the entire school 
year. Only students in grades 1-12 are included in the calculations. Attendance is calculated as the total number 
of days students were present in a given year divided by the total number of days students were in membership 
that year.

Available School Fund (ASF): Created by the Texas Constitution of 1876, the ASF is made up of earnings 
from the Permanent School Fund, constitutionally dedicated motor fuel taxes, and other miscellaneous revenue 
sources. The bulk of ASF revenue is distributed on a per capita basis to school districts. A portion provides 
funding for free textbooks for schoolchildren.

Average Daily Attendance (ADA): A method of counting students for the purpose of providing state aid 
to school districts. Currently, Texas counts students in attendance each day and averages the attendance count 
for the year.

Basic Allotment: The Basic Allotment is the initial or starting number that, after adjustment, is used to 
calculate foundation program costs and state aid to school districts.

Bilingual Education (BE) and Special Language Programs: Any district with an enrollment of 20 or more 
students of limited English proficiency in any language classification is required to offer a bilingual education 
or special language program. Most, but not all, LEP students receive either Bilingual Education or English as a 
Second Language (ESL) program services. The state allows special testing provisions for students in elementary 
grades. Eligible students receive a funding weight of 0.1 above the Basic Allotment.

Caps: A general term that describes statutory limits on tax rates, revenues, or increases in school district 
expenditures.

Categorical Aid: State aid distributed to school districts for specific uses or purposes. Transportation aid is an 
example of categorical aid.

Central Appraisal District (CAD): Each county (some multicounties) has established an appraisal district 
office responsible for maintaining taxable real and personal property records and for placing a value on all 
property for taxation purposes. The CAD office is headed by a chief appraiser, an individual appointed by an 
appraisal district board of directors. Certain taxing entities elect the board of directors.  

Chapter 41 District: Refers to Chapter 41 of the Texas Education Code, which pertains to school districts 
with property wealth in excess of a statutory wealth threshold per weighted student and subject to recapture 
provisions.

Chapter 41 Options: Provides school districts with property wealth in excess of statutory limit per weighted 
ADA with five options to reduce their property wealth to the legal threshold. These include: (1) district 
consolidation by board action; (2) detachment and annexation of property by board action; (3) purchase of 
attendance credits from the state (vote required); (4) contract with other districts for educating their students 
(vote required); and (5) tax base consolidation.

Compensatory Education Program: The state compensatory education allotment provides additional 
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financial support to school districts for the purpose of teaching educationally disadvantaged pupils and 
underachieving students. A program of compensatory education should provide additional services and 
instructional support beyond the regular program to help students compensate for academic deficiencies. This 
may include programs for at-risk students. The allotment is based upon the number of students participating 
in the Federal Free and Reduced-price Lunch Program. Eligible students receive a funding weight of 0.1 above 
the Basic Allotment.

Compressed Tax Rate: The Texas Legislature set up what it called a “compressed” tax rate in 2006-07. The 
tax rate in question is the property tax rate, but it is “compressed” in the following sense: a district’s property tax 
rate for maintenance and organization (M&O) in 2005 is multiplied by a “compression percentage,” which is 
currently two-thirds. The compressed tax rate is used for state funding purposes, so if a district assesses a tax rate 
above the compressed tax rate, it can be eligible for state supplemental funding. 

Comptroller’s Property Tax Division (CPTD): The state Comptroller’s Property Tax Division (CPTD) is 
the department responsible for conducting an annual property value study that determines the taxable wealth of 
each school district in Texas. The study is used to allocate state aid to local school districts.

Cost of Education Index (CEI) or Adjustment: An index the state uses to adjust the Basic Allotment 
to account for geographic or other cost differences beyond local school district control. The current CEI was 
readopted for the 1997-98 and 1998-99 school years by the Texas Legislature.

Debt Service: (See Interest and Sinking Fund)

Economically Disadvantaged: Students who are eligible for the Federal Free and Reduced-price Lunch 
Program are identified as economically disadvantaged. A student does not have to participate in the reduced-
price meal program for the district to receive compensatory education funding.

Edgewood v. meno: The long-running school finance equity lawsuit formerly known as Edgewood v. Kirby. 
The litigation, originally filed in 1984, was between a group of school districts (led by Edgewood ISD in San 
Antonio) and the state, represented by the commissioner of education. At the center of the dispute was what 
constitutes an efficient system of school finance. In 1995, the Texas Supreme Court defined an efficient system 
of school finance as one that provides all districts with substantially equal access to operations and facilities 
funding necessary for the general diffusion of knowledge. 

Effective Tax Rate: The tax rate that, if applied to the current local tax roll, would raise the same amount of 
revenue as in the previous year. This tax rate is an important element of the annual truth-in-taxation process. 
The term “effective tax rate” is also used to identify the rate used in calculating state aid to school districts; this 
latter rate is the actual collections divided by the prior year’s taxable value determined by the state Property Tax 
Division of the state comptroller’s office.

Equity: In school finance, the term refers to fair or equal distribution of resources for schooling, taking into 
account student differences and school district characteristics. The standard used by the Texas Supreme Court is 
a taxpayer equity standard, which means similar revenue for similar tax effort. In other words, the school finance 
system is to be property wealth neutral: a district’s property tax base should have little or no impact on its ability 
to finance the local share of the Foundation School Program.

Facilities Funding: Senate Bill 1 (1995) provided facilities funding assistance for property-poor school districts. 
Eligibility for these funds is determined by a formula involving the district’s wealth per student, the guaranteed 
wealth level, and the cost of the project.
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Federal Free and Reduced-price Lunch Program Count: Children from families with incomes at or 
below 130 percent of the poverty level are eligible for free meals. Those with incomes between 130 percent and 
185 percent of the poverty level are eligible for reduced-price meals, for which students can be charged no more 
than 40 cents. Each year, districts determine the count of eligible students through an application process. A 
student does not have to receive the meals to be included in the eligibility count.

Foundation School Program (FSP): A program for the support of a basic instructional program for all 
Texas schoolchildren. Money to support the program comes from the Permanent School Fund, Available School 
Fund, Foundation School Fund, state general revenue, and local property taxes. Texas adopted a foundation 
program of school finance in 1949 to ensure an adequate, minimum educational program for all children. The 
state establishes a foundation level and sets a calculated contribution level called the local fund assignment 
(LFA) for each district, which is stated in the form of a tax rate: the greater a district’s property wealth, the higher 
the LFA. State aid makes up the difference between the LFA and the foundation level. (See also Local Fund 
Assignment) Currently, the FSP described in Chapter 42 of the Texas Education Code consists of two parts, or 
tiers. The first tier provides funding for a basic program. The second tier provides a guaranteed yield system so 
that school districts have substantially equal access to revenue sufficient to support an accredited program.

guaranteed Yield: A school finance plan in which the state specifies a revenue yield that it will guarantee 
in terms of revenue per student per penny of local tax effort. The districts adopt tax rates and levy taxes. The 
state makes up the difference between what each district levies locally per student and the guaranteed yield per 
student. High-wealth districts may raise all of their guaranteed yield revenue from local tax sources.

Interest and Sinking Fund (I&S) Tax Levy: Also called the debt service fund. A tax levied and money used 
by school districts to pay for bonded indebtedness, usually construction of facilities or other capital needs.

Limited English Proficient (LEP): A student whose primary language is not English and whose English 
language skills are such that the student has difficulty performing ordinary class work in English. Students are 
identified as LEP by the Language Proficiency Assessment Committee (LPAC) according to criteria established 
in the Texas Administrative Code. Not all students identified as LEP receive bilingual or English as a second 
language instruction, although most do.

Local Fund Assignment (LFA): A charge back, in the form of a tax rate, which is calculated against the 
total Foundation School Program budget of a district as determined by state formulas. The greater the property 
wealth of the district, the higher the LFA and the lower the amount of state aid the district will receive. (See also 
Foundation School Program)

maintenance and Operations Tax (m&O): A local school district tax rate that raises revenue to be used for 
any legal purpose to operate and maintain the district’s schools.

Permanent School Fund (PSF): A perpetual trust fund created by the Texas Constitution in 1876. PSF 
earnings go into the Available School Fund, which the state must apportion on a per capita basis to counties 
for students enrolled in Texas public schools after funding state textbook purchases. PSF investments include 
United States Treasury bonds, Texas municipal bonds, school district building bonds, and securities. The SBOE 
administers the fund under constitutional and statutory requirements.

Public Education grant Program: Senate Bill I (1995) permits students in low-performing schools to attend 
a public school in the student’s home district or in another district. The amount of the public education grant 
is the total state and local funding per student for the student’s home district. The receiving district may accept 
or reject the student and may not charge the student tuition.
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Refined Average Daily Attendance: The average daily count of students in all programs, including full-
time equivalent counts for those students in special education and career and technology programs.

Recapture: A feature of school finance where local districts give locally collected revenue above a certain ceiling 
or limit to the state. The state redistributes the money to poorer school districts or reduces state aid for districts 
receiving funds under the other Chapter 41 options.

Rollback: If a school board adopts an effective tax rate for maintenance and operations that exceeds the district’s 
current effective tax rate by 8 cents or more, an election must be called for a public vote to rollback the new  
tax rate.

State Board of Education (SBOE): A 15-member body elected by general election (staggered, four-year 
terms) from various regions statewide to provide leadership and to adopt rules and policies for public education in  
the state.

Sum-Certain Funding: Fixed-dollar appropriations made by the Legislature for a particular program or 
activity. Sum-certain funding contrasts with estimated appropriations, which are made on the basis of the current  
cost estimates for a program but may increase if more recent information shows that the initial amounts  
were insufficient. 

Target Revenue: Established in House Bill 1 (2007) to attempt to prevent districts from losing significant 
revenue as a result of compressed tax rates. It is the best of the following three options:

•	 the same as the district had in 2005-06;

•	 the revenue per student from state and local tax sources the district would have had in 2006-07 had the 
laws not changed; or

•	 the level of revenue generated by the district under an adopted tax rate using one of two definitions of 
the rate that was available to the district under old law.

Teacher Turnover: A percentage calculation that represents the number of teachers who taught in a district 
the previous year but are not teaching at that district in the current school year.

Technology Allotment: This allotment is now part of the state textbook fund and can be used to purchase 
electronic textbooks or technological equipment that contributes to student learning or teacher training. The 
allotment is $30 per ADA.

Telecommunications Infrastructure Fund (TIF): Created by the 74th Texas Legislature (1995), TIF will 
fund up to $1.5 billion during a period of 10 years to link Texas schools, hospitals, and libraries for distance 
learning and information sharing.

Wealth: In school finance, the wealth of a district is measured in taxable value of property per weighted ADA 
(see below).

Weighted Students in Average Daily Attendance (WADA): In Texas, students with special education 
needs are weighted for funding purposes to help recognize the additional costs of educating those students. 
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WADA is not calculated directly, but rather is backed out from each district’s Tier I funding totals. Specifically, 
WADA is calculated by subtracting funding for transportation, new instructional facilities, the Texas Virtual 
School Network, the district’s high school allotment, and 50 percent of the CEI adjustment from the district’s 
Tier I allotment. The resulting amount is then divided by the district’s Basic Allotment to get the district’s 
WADA.

West Orange Cove v. neeley: The continuation of the litigation that began with Edgewood v. Kirby (see 
Edgewood v. Meno) In 2005 and 2006, the plaintiff districts successfully argued that the number of school 
districts required to tax at the statutory maximum (of $1.50 for M&O) constituted a de facto state property tax. 
The 79th Texas Legislature responded to the outcome of the court cases with a series of tax bills designed to lower 
local property taxes. The legislation did not address issues of equity or the level of funding for public schools.
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