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I.
Purpose

The Round Rock Independent School District (the “District”) is committed to sound financial management through integrity, prudent stewardship, planning, accountability, full disclosure and open communication. The purpose of the Fiscal and Budgetary Strategy is to enable the District to achieve and maintain a stable long-term financial condition, provide guidelines for the day-to-day planning and operations of the District’s financial affairs, and communicate the District’s financial practices with stakeholders.

Round Rock ISD enjoys one of the highest credit ratings of any school district in the State of Texas. The general obligation bonds are currently rated at Aa2 and AA- by Moody’s Investor Services and Standard & Poor’s Corporation respectively. A high credit rating typically reduces the interest costs paid by the District on the amounts borrowed which directly correlates to a lower tax rate on the outstanding debt of the District. 
To help maintain the District’s creditworthiness, an established strategy of managing the District’s financial resources is essential and in the District’s best economic interest. The District shall take all practical precautions and proactive measures to avoid any financial decision that will negatively impact the credit ratings on existing or future debt issues. 

The scope of the fiscal strategy encompasses accounting and financial reporting, internal controls, operating and capital budgeting, revenue management, investment and asset management, debt management, maintenance of fund balance, and forecasting. This is done in order to:
1. Demonstrate to Round Rock ISD taxpayers, citizens, investment community, and bond rating agencies that the District is committed to a system of strong fiscal operations;

2. Provide precedents for future policy-makers and financial managers on common financial goals and strategies;

3. Fairly present and fully disclose the financial position of the District in conformity with generally accepted accounting principles (GAAP); and
4. Demonstrate compliance with finance-related legal and contractual issues in accordance with the Texas Education Code and other legal mandates.

This Fiscal and Budgetary Strategy shall be reviewed and updated as necessary.
The Round Rock Independent School District financial statements include the following fund types:

Governmental Funds:
General Fund accounts for the financial resources of the District and includes transactions as a result of revenues received from local maintenance taxes, foundation entitlements, and other Foundation School Program resources. 

Special Revenue Funds account for specific revenues that are legally restricted for specific purposes through federal, state, and local grant programs. 


Debt Service Fund accounts for the payment of general long-term debt principal and interest for which a tax has been dedicated. 


Capital Project Funds account for the acquisition or construction of major capital facilities that are financed through voter approved debt. 

Proprietary Funds:
Internal Service Fund accounts for the activities of the District’s self funded health insurance account.

Fiduciary Funds:
Trust and Agency Fund accounts for assets held by a school district in a trustee capacity or as an agent for student organizations and scholarship funds.
Basis of Accounting and Basis of Budgeting - The District accounts and budgets for all Governmental Funds using the modified accrual basis of accounting. This basis means that revenue is recognized in the accounting period in which it becomes available and measurable, while expenditures are recognized in the accounting period in which they are incurred. Because the appropriated budget is used as the basis for control and comparison of budgeted and actual amounts, the basis for preparing the budget is the same as the basis of accounting. Governmental funds would include the District’s general, special revenue, debt service, and capital projects funds. 

The District’s self-insurance fund which functions as a Proprietary Fund is accounted and budgeted for using the full-accrual basis of accounting. Under this method, revenues are recognized when they are earned and measurable, while expenses are recognized when they are incurred. 
II.
Operating Budget
The budgeting process is an essential element of the financial planning, control and evaluation process of the District. The legal basis for the budget process is established in the Texas Education Code sections 44.002 through 44.006 and local policy.  

The operating budget is Round Rock Independent School District’s annual financial operating plan. The adopted annual budget shall include allocations for all campuses, departments and capital projects.  

Strategic Plan – The Blueprint for Excellence, outlining the basic principals of student achievement, safe, orderly and nurturing schools, and effective and efficient operations, strategically guides the District. Annually, the Board of Trustees reviews the Blueprint and adopts target outcomes to measure the success and progress of the District. 
Funding for District programs shall be based upon the objectives contained in the Blueprint for Excellence and further outlined by Board adopted targets for success.

The 2007-08 targets require that the District improve student performance in math and science; narrow student performance gaps by fifty percent; improve student performance to better prepare students for college and career success; provide effective instructional strategies for diverse learners; and, increase funding sources to supplement educational experiences in the areas of math and science.

Preparation – The Texas Education Code requires that the District budget be prepared by a date set by the state board of education, currently June 19th for districts that have a June 30th fiscal year end. The code further requires that the president of the Board of Trustees call a public meeting, giving ten days public notice in a newspaper for the adoption of the District budget. 

The Board of Trustees must adopt the prepared budget, inclusive of any amendments, no later than June 30th.  The officially adopted District budget must be filed with the Texas Education Agency (TEA) through the Public Education Information Management System by the date prescribed annually by TEA.
1. Proposed Budget – A proposed budget shall be prepared by the Superintendent and Chief Financial Officer (CFO) with participation of campus and department stakeholders within the provision of the Blueprint for Excellence and state mandated guidelines for programs.

a. The budget shall include four basic segments for review and evaluation:

i. Revenues

ii. Personnel Costs

iii. Operational Costs
iv. Capital and other non project costs

b. The budget review process will include Board of Trustee participation in the development of each segment, shall allow for citizen participation in the process, and will allow for sufficient time for the Board of Trustees to address the strategic plan and fiscal issues.

c. The proposed budget and all preliminary budgetary information will be available on the District’s website for public view.
2. Adoption – Upon finalization of the budget appropriation, the Board of Trustees will hold a public hearing, and subsequently adopt the final budget as amended. The budget will be effective for the fiscal year beginning July 1st.

3. Tax Rate Adoption – The District may not adopt a tax rate until after the District receives the certified appraisal roll as required by Section 26.01 of the Property Tax Code, typically July 25th. In the event that the tax rate exceeds the rate proposed in the District’s notice prepared for the budget hearing or the District’s rollback rate as determined under Section 26.08 of the Property Tax Code, the District must publish a revised notice and hold another public meeting before adopting the tax rate.

Balanced Budget – The goal of the District is to balance the operating budget with current revenues, whereby, current revenues would match and fund on-going expenditures. Excess fund balance in the general operating fund may be used for one time non-recurring expenditures or capital needs. 
Excess fund balance is defined as the balance in excess of the optimum fund balance as defined by the Texas Education Agency and calculated annually in conjunction with the District’s annual audit or the cash requirements for three months operating expenditures. Usage of the fund balance shall be approached with caution after careful review of both the optimum fund balance and the cash flow needs of the District for the upcoming three-year period.
Planning – The budget process will be coordinated so that major strategic issues are identified prior to the budget approval date. This will allow the Board of Trustees adequate time for consideration of appropriate decisions and analysis of the associated financial impacts. 
Reporting – Financial reports will be presented to the Board of Trustees on a quarterly basis. These reports will be in a format appropriate to enable the Board to understand the overall budget and financial status of the District. The report shall include comparative financial statements, investment report, tax collection report, and cash flow position. 

Control and Accountability – Each campus and departmental administrator will be responsible for the administration and oversight of their budget which is controlled on an organizational basis. This includes accomplishing the targets adopted as part of the budget and monitoring each department budget for compliance with spending limitations. Campus and departmental administrators may transfer Form A allocations within their budget without prior approval. Transfers of personnel budgets, Above Form A requests, and other District level allocations may not be transferred without the prior approval of the Chief Financial Officer.

Budget Amendments – The District budget shall be amended quarterly or as required by law. The budget must be amended prior to exceeding a functional expenditure category in the total District budget. The Board of Trustees may authorize an amendment to the budget for those items not included in the originally approved budget due to unforeseen circumstances. 
III.
Revenue Management

The District will understand its revenue sources and enact consistent policies to provide assurances that the revenue base will materialize according to the budget. Revenues shall be estimated realistically and conservatively taking into account the volatile nature of the various revenue streams. 
Revenues shall be monitored as they are received and regularly compared to budgeted revenues and variances will be investigated as they are identified. Any abnormalities shall be included in the quarterly financial report. 

State Funding – The District shall ensure that the Weighted Average Daily Attendance (WADA) is maximized by accurately reporting student attendance and shall have processes in place to ensure that special program information is appropriately reflected in the information uploaded to the Public Education Information Management System (PEIMS). Information regarding property value, property tax collections, employee counts and other information required by TEA for the purposes of state funding computation shall be reported within the prescribed timelines.
Property Tax Revenues – All real and business personal property located within the District shall be valued at 100% of fair market value for any given year based upon the current appraisal supplied by the Williamson or Travis County Appraisal Districts. Tax collections estimates utilized in the development of the budget will be based upon a prudent analysis of historical collection percentages and the current economic trends.
Current state funding guidelines penalize districts that adopt tax rates below the compressed tax rate. For budgeting purposes, the District will forecast the proposed property tax rate for maintenance and operations (M&O) the greater of the compressed rate, the compressed rate plus four cents ($.04) or the voter approved rollback rate, not to exceed the current legal limit. 

The District shall also consider the interest and sinking (I&S) tax rate in an amount to fund tax supported debt service in accordance with the District’s debt management plan.

Interest Income – General, debt service, capital projects, food service, and internal service funds shall be invested individually in accordance with the Investment Strategy approved annually by the Board of Trustees. Interest earned from each investment account shall be credited to the fund from which the monies were provided.

User-Based Fees and Service Charges – For services associated with a user fee, such as building usage and instrument rental, the direct or indirect costs of that service will be offset by a fee where possible. The District shall update the usage fee schedule annually to ensure that fees provide adequate coverage for the cost of services. 

Advertising and Naming Rights – The District shall develop a plan to market the naming of facilities by a corporate sponsor for a fee. The plan shall also provide for the receipt of advertising revenue at extra-curricular events. Agreements shall be for a period not to exceed ten (10) years.

Inter-local Agreements – The District shall actively seek opportunities to enter into inter-local contracts with other governmental entities in an effort to increase the available revenue. Types of inter-local contracts include, but are not limited to, demographic projections, transportation routing, construction oversight, financial management, and information services system support. 
Intergovernmental Revenues – The District shall carefully analyze grant opportunities to ensure that all grants comply with the overall District mission and strategic plan. All potential grants shall be examined for matching requirements prior to application to ensure that adequate funds are available for matching from the general funds of the District. 

Efforts should be made to ensure that grants are self sustaining.  However, it must be clearly understood that the operational requirements (on-going costs) set up as a result of a grant program could be discontinued once the terms and conditions of the program have been completed. 

IV. 
Expenditure Policies

Appropriations – The budget for all funds shall be controlled at the organizational level. Budget managers are authorized to transfer funds from their basic budget within their specific campus or department without prior approval. In addition, departmental managers may transfer their general budgetary funds to campuses or other departments on a periodic basis to assist with specific projects. Budget amendments for specific items such as salaries, Above Form A, Major Maintenance Repair and Replacement (MRR), and student travel must receive the specific approval of the CFO prior to transfer.  
Staffing – The staffing guidelines of the District shall be administered by the Human Resource Services Department using established staffing guidelines and a system of position control. Staffing guidelines shall be developed in a manner to ensure that the ratios for teachers and staff per pupil do not exceed the levels outlined in statute. 
In addition to teaching units, staffing guidelines shall also provide guidance for appropriate levels of staffing in the administrative, counseling, nursing, art, music, physical education, and educational and clerical support at each campus. Staffing allocations shall be distributed based upon the total student population and with additional consideration for special education, bilingual and at-risk student programming.  

Course schedules shall be carefully reviewed at the secondary level to ensure that instructional units are used in the most cost effective manner possible. Based upon sufficient revenues, additional staff members may be allocated to campuses based upon input from the Superintendent and Deputy Superintendent of Instruction to balance class loads or address the unique needs of a particular campus. 
Staffing guidelines shall be reviewed annually by a committee comprised of representatives from each area of the District to ensure that they are able to meet the needs of the District within the available resources. 

Benefits – To ensure the long-term health of the District’s self-insured health benefits program, the budget shall be sufficient to provide for one hundred percent (100%) of the employee only premium for health insurance along with other state and federally mandated benefits including Medicare and Teacher Retirement System Above State Minimum.
The District’s self-insured employee insurance program shall be funded by both District and employee contributions for employees and their supplemental dependents. The fund shall be evaluated annually by a third-party actuary to ensure that the premium structure is sufficient to meet the long-term needs of the District’s employees.

The plan shall be administered by a third-party plan administrator and shall be bid periodically to ensure that the network reimbursement rates and employee co-pays are comparable to those provided within the marketplace. The District shall seek to ensure that insurance services are provided in both a cost efficient and compassionate manner to ensure the success of the program. 
Major Maintenance Repair and Replacement – Ongoing maintenance and repair costs are included within the departmental operating budgets. These costs are generally considered systematic repairs and are not capitalized for accounting purposes. They include such items such as athletic equipment, musical instruments and routine HVAC maintenance and repair. 

Annually, the District will form an academic and non-academic major maintenance repair and replacement committee to address the major maintenance and academic capital needs. The committees shall consider those items that are not eligible for capital fund expenditures and prioritize the need for repair or replacement. Funding shall be provided for those items that will provide a long-term benefit to the District and have been determined to have the highest need of replacement or repair within the allocated resources of the general fund. Funds that are designated for major maintenance cannot be directed to other areas of the budget.
Capital Projects – The District’s goal is to maintain its facilities and infrastructure in order to provide exemplary educational services for its students, meet the needs of a growing community, and to comply with all local, state, and federal regulations. 

The District shall maintain a database of the capital needs which have been identified by the maintenance and construction staff, building administrator, site-based committee or community group. This list shall be reviewed periodically and an estimated cost shall be developed for each identified project. Projects shall be ranked in order of importance based upon a scale of one to four. Ranking is determined by the facilities staff. Critical needs are ranked highest and are identified as those items that improve the safety and security of students and the construction of new campuses to relieve overcrowding situations. Other major maintenance items, such as HVAC replacement, are ranked based upon the estimated useful life remaining of the asset and other factors including aesthetic enhancements such as the replacement of worn tile flooring. 
No less than every three years, the District shall form a committee comprised of District staff, community members representing all areas of the District who possess expertise in the areas of finance, architecture, or construction project management, or are active members of the PTA, Round Rock ISD Partners in Education Foundation or a site based committee to determine the future capital needs of the District. Efforts shall be made to ensure that renovations and upgrades to facilities are spread equitably across the District. 

The committee shall also review current building capacity, enrollment projections, and planned subdivision and other housing information so that they can make a recommendation to the Board of Trustees as to the number and timing of future facilities. 

Based upon the community input, the Board of Trustees shall formulate a bond proposition that considers both the impact of the projects contained in the bond proposition on the students of the District and the impact of the debt tax rate on the taxpayer.

Capital project budgets shall be developed according to the projects approved by the voters. Excess capital project funds generated as a result of investment income and project savings may not be directed to other needs of the District without the specific approval of the Board of Trustees. 
Technology – It is the policy of the District to plan and fund the maintenance and replacement of its computer network and other technology systems through capital funding. The District currently uses a five-year replacement cycle for desktop and laptop computers. In the event that excess funds are identified in the general fund, the District may elect to fund the refresh cycle from the general fund based upon Board approval. 

V.
Budget Contingency Plan

This strategy is designed to establish general guidelines for managing revenue shortfalls resulting from local and state economic downturns that may adversely affect the District’s revenue stream. 

Once a budgetary shortfall is projected, the Superintendent will take the necessary actions to offset any revenue shortfalls with a reduction in current expenses including the following:

· Freeze all new hire and vacant positions except those deemed to be a necessity to the instructional process or the safety of students;

· Review all planned capital expenditures;

· Curtail after hours facility usage;

· Forego extracurricular field trips;

· Delay all non-essential spending or equipment replacement purchases. 

If the above actions are insufficient to offset the revenue deficit and the shortfall continues to increase, the Superintendent will further reduce operating expenses to balance the variance. 

VI.
Accounting, Auditing, and Financial Reporting
Accounting – The District is solely responsible for the recording and reporting of its financial affairs, both internally and externally. The Chief Financial Officer is responsible for establishing the structure for the District’s Chart of Accounts and for ensuring that procedures are in place to properly record financial transactions and report the District’s financial position.

All quarterly and annual financial reports shall be published on the District’s website, as well as, the monthly check register. 

Audit of Accounts – In accordance with Texas Education Code 44.008, the Board of Trustees shall cause the District’s accounts to be audited at the close of each fiscal year, currently June 30th, by an auditor holding a valid permit from the Texas State Board of Public Accountancy.  

The auditor shall perform the audit in accordance with generally accepted governmental auditing standards published by the United States General Accounting Office, commonly referred to as the Yellow Book.  The financial statements shall be prepared on a government-wide basis and shall be in conformity with all pronouncements of the Governmental Accounting Standards Board (GASB). 

External Reporting - The audit shall be accepted and completed within 150 days of year end and filed with the Texas Education Agency (TEA). In addition, certain schedules required by the TEA to be completed electronically shall be submitted no later than this date. 

No later than February 28th of each year and in accordance with the TEA published guidelines, the audit shall be transmitted electronically into the Public Education Information Management System (PEIMS). 
Internal Auditing and Reporting – In accordance with Texas Education Code Section 11.170, the internal auditor shall report directly to the Board of Trustees. The internal auditor shall conduct internal audits on a rotational basis in accordance with the audit plan adopted annually by the Board of Trustees. The reports shall be of sufficient detail to identify areas of needed improvement and potential lapses of internal control. The internal audit staff in conjunction with the finance staff of the District shall make recommendations for improvement and develop improved financial processes based upon the prepared reports. 
Each departmental director or campus principal is responsible for ensuring that good internal controls are adhered to throughout their organization and that all Financial Services procedures and policies are implemented. The Financial Services Department will periodically review and update written internal control processes and procedures. 
Internal Risk Assessment – Departmental managers in the business and support services area shall perform on-going risk assessments of their area of supervision to ensure that internal controls and business practices are sufficient to protect the assets of the District and prevent fraudulent activity.

VII.
Asset Management
Cash Management and Investments -  The Board of Trustees has formally approved a separate Investment Policy for Round Rock ISD that meets the requirements of the Public Funds Investment Act (PFIA), Section 2256 of the Texas Local Government Code. This strategy is reviewed annually by the Board of Trustees and applies to all financial assets held by the District. 

The District shall maintain a comprehensive cash management program to include the effective collection of all accounts receivable, prompt deposit of receipts to the District’s depository and payment of obligations, and the prudent investment of idle funds in accordance with the approved investment strategy.
The District’s investment program will be conducted in such a manner to accomplish the following listed in the order of priority:

1. Safety of principal

2. Liquidity and availability of cash to pay obligations when due

3. Receive the highest possible rate of return (yield) consistent with the District’s investment strategy
Fixed Assets – These assets will be reasonably safeguarded, properly accounted for, and prudently insured. For purposes of budgeting and accounting classification, the following criteria must be met in order for an item to be capitalized:

1. The expected useful life of the asset must be longer than one year, or extend the life of an identified existing asset by more than one year

2. The original cost of the asset must be at least $5,000

3. The asset must be tangible

On-going repairs and general maintenance are not capitalized. In the event that improvements are made to an asset that extends its original life or makes the asset more valuable, the cost will be capitalized. The replacement of asset components will normally be expensed unless they are of a significant nature and meet all of the capitalization criteria.

The Purchasing Department will maintain the permanent records of the District’s fixed asset inventory including description, cost, department of responsibility, date of acquisition, depreciation, and expected useful life. Periodically random sampling at the department or campus level will be performed to inventory fixed assets assigned to that department or campus. Responsibility for safeguarding the District’s fixed assets lies with the department or campus supervisor whose department has been assigned the asset.

VIII.
Debt Management
Round Rock ISD faces continuing capital infrastructure requirements and recognizes that the primary purpose of capital debt is to provide educational services designed to meet the demands of the 21st Century.  Debt financing is a tool that shall be judiciously used within the District’s legal, financial, and debt market capacities. 

The use of debt financing to meet the continued student population growth must be evaluated according to projected student growth by area, long-term facility efficiency, facility equity across the District, and limitations on total debt imposed by Texas Education Code Section 45.0031.  The District realizes that failure to meet the demands of student growth may inhibit its continued educational success, but also realizes that failure to manage outstanding debt and repayment schedules may have long-term detrimental effects on the District’s financial condition.  
The District may issue long-term debt in accordance with Texas Education Code Section 45.001 for the following:  

1. The construction, acquisition, and equipment of school buildings in the District. 

2. The acquisition of property or refinancing of property financed under a contract entered under Subchapter A, Chapter 271, Local Government Code.

3. The purchase of the necessary sites for school buildings.

4. The purchase of new school buses. 

The District will ensure that the debt is soundly financed by conservatively projecting growth in taxable valuations and anticipated interest rates. The District will not finance improvements or purchases over a period greater than its estimated useful life and will determine that the cost benefit of the facilities, renovations, and equipment supported by the debt will have a positive impact on the District’s student population and community.
The District shall, when planning for the issuance of new debt, consider the impact of such new debt on overlapping debt and the financing plans of local, state, and other governments that overlap the District. The District shall assess financial alternatives to include new and innovative financing approaches, including whenever feasible categorical grants, or other types of aid to minimize voter approved debt. 

General Obligation Bonds (GO) – General obligation bonds must be authorized by a majority of the voters in a District election for the issuance of debt. General obligation bonds may be used only to fund capital assets of the District and are not to be used to fund on-going operational needs. The District shall determine the amortization schedule which will best fit with the overall debt structure of the District at the time the new debt is issued. 

The District’s unlimited debt service ad valorem taxing authority shall back general obligation bonds and the District shall endeavor to maintain the best possible credit rating for each debt issue. Where possible, the District shall also seek the guarantee of the Permanent School Fund for all debt issued. 
Revenue Anticipation Notes – The District may issue fixed or variable rate tax and revenue anticipation notes that allow the District to meet its cash flow requirements. However, the District shall generally manage its cash position in a manner so that internally generated cash flow is sufficient to meet expenditures. 
Lease-Purchase Agreements – Lease-purchase obligations are a routine and appropriate means of financing capital equipment. However, lease obligations are repaid from the District’s maintenance and operations ad valorem tax and, therefore, have the greatest impact on budget flexibility. Therefore, efforts will be made to fund capital equipment directly through the budget process or with voter approved debt. Only the highest priority equipment purchases will be funded with lease obligations when it is determined that the cost benefit of such an arrangement is advantageous to the District.
Maintenance Tax Notes – The District may authorize the issuance of Maintenance tax notes for the acquisition of personal public property, such as equipment. Maintenance tax notes are repaid from the District’s maintenance and operations ad valorem tax. Each issuance will be assessed to ensure the cost effectiveness and the repayment schedule will not exceed the useful life of the asset and that the District has sufficient capacity in future budgets to ensure that the issuance does not place undue burden on the operating budget. 

Use of Reserve Funds – The District may authorize the use of reserve funds to potentially delay or eliminate a proposed project from a future bond issue. This may occur due to higher than anticipated fund balances in prior years, thus eliminating or reducing the need for debt proceeds or when the timing of the related capital improvement does not correspond with a planned bond issue. Funds used in such manner should be used judiciously and with extreme care after careful analysis of the effect on the future funding needs of the District. 
Method of Sale – The District will thoroughly analyze the conditions in the bond market prior to determining the method of sale that will be used to market bonds. The District may utilize a competitive bidding process, negotiated bid or private placement. The District will publicly present the reasons for the selected method of sale prior to the sale date. 
Competitive sales shall be awarded based upon the lowest offered True Interest Cost (TIC). The District’s Financial Advisor shall ensure that interest costs offered in a negotiated sale are in accordance with comparable market interest rates. In a negotiated sale, the District will rely on the recommendation of the Superintendent, Chief Financial Officer and the contracted Financial Advisor in the selection of the underwriter(s). The contracted financial advisory firm may not serve in an underwriting capacity. 
Following the bid award, the financial advisor shall prepare a post-sale summary and analysis that documents the pricing of the bonds relative to other similar transactions priced at or near the time of the District’s bond sale.
Private placement sales shall only be utilized when the sale must be structured for a single or limited number of purchasers, such as would be present in a Qualified Zone Academy Bond (QZAB) offering.

Debt Structuring – The District shall seek to repay its debt in an expeditious manner within the District’s overall financial objectives and will issue bonds with an average life of no more than thirty (30) years, not to exceed the useful life of the asset acquired. Pursuant to State law, the District can issue fixed rate, variable rate, or capital appreciation bonds. Market factors, such as the effects of legislative statutes, level of debt service fund balance, and the cost of early debt redemption will be given consideration during the structuring of long term debt instruments. 

The District shall keep its variable rate exposure, to the extent not hedged or swapped to a fixed rate, at or below twenty-five percent (25%) of the total principal outstanding. If variable rate debt is used, the Chief Financial Officer will periodically, and no later than annually, determine whether it is appropriate to convert the debt to fixed interest rates. 

Refunding and Restructuring Strategy – The District shall consider accelerated retirement and restructuring of its outstanding debt when financially advantageous or beneficial. 
The Superintendent and Chief Financial Officer shall review a net present value analysis of any proposed refunding in order to make a determination regarding the cost-effectiveness of the proposal. The target net present value savings as a percentage of the refunded aggregate principal amount shall be no less than three percent (3%) when a refunding is offered in conjunction with new debt. In the case of a stand alone refunding, savings should be evaluated in conjunction with the call dates of the outstanding bonds and a higher net present value savings should generally be achieved. 
Financing Team Members – All financial advisors, bond counsel and underwriters will be selected from a Request for Proposal process. Generally, the District’s contracts with financial advisors and bond counsel shall be for a term of three years with the option to renew for two additional one year periods and the pool of approved underwriters will be created for a three year period. In all cases, the District will attempt to ensure that the contractual terms align with voter approved debt. 

All financing team members will be required to provide full and complete disclosure relative to any and all agreements with other financing team members and outside parties. No agreements will be permitted that will compromise a firm’s ability to provide independent advice that is solely in the best interest of the District or which could reasonably be perceived as a conflict of interest. 
Markets – The District shall consider products and conditions in the bond market when meeting the District’s financing needs. When practical in its financing program, the District shall consider local and regional markets as well as retail and institutional investors. 
Disclosure – Full disclosure of operating costs along with capital costs will be made to the bond rating agencies and other users of financial information. The District shall maintain information on its website so that interested persons have a convenient way to locate major financial reports and documents pertaining to the District’s finances and debt. The District will take responsibility for the accuracy of all financial information released.

The District shall prepare or cause to be prepared appropriate disclosures as required by the Securities and Exchange Commission Rule 15c2-12. District staff, with assistance of the financial advisor and bond counsel, will prepare the necessary materials for presentation to rating agencies and will aid in the production of the Preliminary Official Statements as required.

Federal Requirements – The District will maintain procedures to comply with arbitrage rebate and other Federal requirements in accordance with the Internal Revenue Code and applicable United States Treasury regulations.

Bond Reimbursement Resolution – The District may utilize reimbursements from bond proceeds as a tool to manage debt issues consistent with arbitrage requirements and project timing. In so doing, the District will utilize its general fund reserve cash balances to delay the bond issue until such time when the issuance and timing are favorable and beneficial to the District. 

The District shall comply with Internal Revenue Service requirements which stipulate that the reimbursement occur the earlier of (i) eighteen (18) months after the capital item is placed in service or (ii) thirty-six (36) months from the date of the expenditure. The total outstanding bond reimbursements may not exceed the total amount of the District’s operational reserve fund.

Impact on Operating Budget – When considering any debt issuance, the potential impact of debt service and additional operating costs induced by new projects on the operating budget of the District, both short and long-term will be evaluated. 
IX.
Financial Conditions, Reserves, and Stability Ratios
Round Rock ISD will maintain sufficient reserves in the ending fund balances to provide for a secure, healthy financial base for the District in the event of a natural disaster or other emergency, allow for stability of District operations should revenues fall short of budgeted projections, and provide available resources to implement budgeted expenditures without regard to actual timing of cash flows into the District. 
Operational Coverage – The District’s goal is to maintain operating revenues will at least equal or exceed current operating expenditures. Unless advantageous to the District, deferrals, short-term loans, or one-time sources will be avoided as budget balancing techniques. 

Operating Reserves – Due to the timing of the District’s fiscal year (July 1) and the receipt of maintenance and tax revenues (typically, December 31st), the District will maintain general fund reserves the greater of ninety (90) days or thirty percent (30%) of net budgeted operating expenditures. Reserve requirements will be calculated as part of the annual budget process. 
Liabilities and Receivables – Procedures will be followed to maximize discounts and reduce penalties offered by creditors. Current liabilities will be paid within thirty (30) days of receiving the invoice. Accounts Receivable procedures will target collection for a maximum of thirty (30) days of service. The Director of Finance is authorized to write-off non-collectible accounts that are delinquent for more than one year. 
Capital Projects Funds – All reasonable efforts will be made to expend all monies within the Capital Project Funds within thirty-six (36) months of receipt. The fund balance will be invested and the income generated will offset increases in construction costs or other costs associated with the project. Any excess funds remaining after the completion of the project may be reallocated by the Board of Trustees to other capital projects to offset the cost of future bond issues.
Debt Service Funds – Revenues within this fund are stable, based on property tax revenues. Balances are maintained to meet contingencies and to make certain that the next year’s debt service payments may be met in a timely manner. The fund balance should not fall below one month or 1/12th the annual debt service requirements in accordance with Internal Revenue Service guidelines. Round Rock ISD has established an additional requirement that the current debt service requirement that would be covered by the debt service fund balance, less the August debt payments be no less than twenty percent (20%) of the subsequent year’s debt service requirements.

Investment of Reserve Funds – The reserve funds will be invested in accordance with the District’s approved investment strategy. 
Ratio/Trend Analysis – Ratios and significant balances will be incorporated into the annual financial report. This information will provide users with meaningful data to identify major trends of the District’s financial condition through analytical procedures. The following ratios/balances will be used as key financial indicators:

1. Fund Balance / Equity: 

Assets less liabilities

2. Working Capital
Current assets less current liabilities

3. Current Ratio
Current assets divided by current liabilities

4. Debt / Assessed Value 
Debt divided by assessed value

5. Debt Ratio
Current liabilities plus long-term liabilities / Total assets

The District will develop minimum and maximum levels for the above ratios/balances by thoroughly analyzing District historical trends, projected growth and peer districts. 

Special Situations - Changes in the state funding allocations, economic downturn, District programs or other unforeseen circumstances may from time to time produce situations that are not covered by this strategy. These situations may require modifications or exceptions to achieve strategy goals. Management flexibility is appropriate and necessary in such situations, provided specific authorization is received from the Board of Trustees.
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