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PLANO

Independent School District

October 26, 2007

Board of School Trustees

Plano Independent School District
2700 W. 15" Street

Plano, Texas 75075

Members of the Board:

The Comprehensive Annual Financial Report (CAFR) of the Plano Independent School District
(District) for the year ended June 30, 2007, is submitted herewith. This report was prepared by the
District’s Financial Services Department. Responsibility for both the accuracy of the presented
data and the completeness and fairness of the presentation, including all disclosures, rests with the
District. We believe the data, as presented, is accurate in all material aspects; that it is presented
in a manner designed to fairly set forth the financial position and the results of operations of the
District as measured by the financial activity of its various funds; and that all disclosures necessary
to enable the reader to gain an understanding of the District’s financial activities have been
included. This report includes all funds of the District. The District discusses in greater detail its
financial position in the narrative, introduction, overview and analysis sections of the
Management'’s Discussion and Analysis (MD&A).

The CAFR for the year ended June 30, 2007 is presented in conformance with the reporting model
adopted by the Governmental Accounting Standards Board (“GASB”) in their Statement No. 34,
Basic Financial Statements — and Management's Discussion and Analysis — for State and Local
Governments, issued in June 1999. The presentation of the CAFR includes: Management's
discussion and analysis (MD&A), government-wide financial statements, fund financial statements,
notes to the financial statements and required supplementary information (RSI) other than MD&A.
Additional sections in the CAFR include the introductory section, which includes this transmittal
letter, the District’s organizational chart and a list of principal officials. Combining and individual
fund statements and schedules for nonmajor funds are included along with required schedules for
the Texas Education Agency. The statistical section includes selected financial and demographic
information, generally presented on a multiyear basis. The District is required to undergo an
annual single audit in conformity with provisions of the Single Audit Act of 1996 and U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments and Non-Profit
Organizations. Information related to this single audit, including the supplemental schedule of
expenditures of federal awards, findings and recommendations, and independent auditors’ reports
on internal control and compliance with applicable laws and regulations, is included in the back of
this report.

The remainder of this transmittal highlights the governance structure, the mission, the
accomplishments and initiatives, the economic conditions and outlook, and the financial activities
of the District.

GOVERNANCE

The governance of the District is overseen by a seven-member board of trustees (Board) that are
elected by the citizens. Each member is elected to a three-year term with the elections being
staggered so that not all positions are voted on during the same year. See page i for a listing of
the present members of the Board along with the administrative officials who are appointed by the
Board.



Regular action meetings are scheduled the first Tuesday of the month and are held in the District’s
Administration Building. Regular work sessions are scheduled the third Tuesday of the month and
are held at the District’s staff development training center, the Sockwell Center. Special meetings
are scheduled as needed and announced in compliance with public notice requirements.

The Board has final control over local school matters limited only by the state legislature, by the
courts and by the will of the people as expressed in School Board elections. Board decisions are
based on a majority vote of a quorum of the Board.

In general, the Board adopts policies, sets direction for curriculum, employs the superintendent and
oversees the operations of the District and its schools. Besides general Board business, trustees
are charged with numerous statutory regulations, including appointing the tax assessor/collector,
calling trustee and other school elections and canvassing the results, organizing the Board and
electing its officers. The Board is also responsible for setting the tax rate, setting salary schedules,
and acting as a board of appeals in personnel and student matters, confirming recommendations
for textbook adoptions, and adopting and amending the annual budget.

The Board has responsibilities and control over all activities related to the public school education
within its geographic boundaries. Even though there is considerable association between such
other entities as the Collin County Tax office and the Collin County Central Appraisal District, this
report is restricted only to the actual activities of the District.

The Board solicits and evaluates community input and support concerning school policies.
MISSION
The District is a public school system whose adopted mission is:

“. . .to provide an excellent education for all students.”

To accomplish its mission, the District provides a full range of educational services appropriate to
grade levels ranging from pre-kindergarten through grade 12. These include regular and enriched
academic education, special education for handicapped children, vocational education and special
programs for those with limited English proficiency. These programs are supplemented by a wide
variety of co-curricular offerings, including those in fine arts and athletics. The District’s curriculum
is well-defined for the purpose of preparing students early for college readiness. The participation
rate of PISD students in Advanced Placement/International Baccalaureate ranks among the
highest in the state and nation. PISD students performance on these exams gives them a
competitive edge for college admission and college success.

As reflected in the District's mission statement, activities of the District focus on learning
opportunities for students. The District is providing educational services to over 53,000 students in
state of the art facilities that include three early childhood schools for pre-kindergarten age
students, 43 elementary schools, 20 secondary school programs and two special program centers.
The District has long maintained the philosophy of renovating its schools every 20 to 25 years to
ensure that all facilities continue to meet new building standards as well as curriculum and
technology requirements.

ECONOMIC CONDITIONS AND OUTLOOK

Situated in the heart of north Texas, and as an integral part of the Dallas/Fort Worth Metroplex, the
City of Plano enjoys easy access to major transportation and shipping hubs in air, rail and trucking
to any destination in the United States. A significant factor in the growth of the City’'s economic
base is the addition, expansion and retention of numerous corporate and regional headquarters.
Plano is home to more than 6,000 businesses, including global corporate headquarters and
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technology-related companies, and a large retail environment including two major shopping
centers. Electronic Data Systems, J.C. Penney Co., Frito-Lay Inc., Cadbury Schwepps, Alcatel
USA, Perot Systems, Countrywide Home Loans Inc., and Ericsson all call Plano home. The
combined effects of population, income, employment and residential growth along with increased
industrial, commercial and retail development, have ensured the continuance of steady growth
during the past several years.

The Texas Economic Development Act amended the Texas Tax Code in 2001 to allow businesses
to apply for appraised value limitation on qualified property for economic development, making the
state more attractive for large-scale projects. Texas Instruments (TI) made application to the
District for approval of this limitation in November 2003. The District entered into a Texas
Economic Development Act Participation Agreement with Tl in February 2004. The construction of
the Texas Instruments $3 billion semiconductor manufacturing facility located near the southern
border of Plano ISD is complete. The benefits associated with the construction of this plant in
Plano ISD and Collin County are estimated to be as large as 2.8 hillion dollars in assets. In
conjunction with the construction of this facility, Plano ISD along with other higher education
entities in the area, have formed the High Technology Education Coalition of Collin County. The
collaboration between the entities in the coalition will provide internships and increase scholarship
opportunities for students and professional development opportunities for teachers.

The East section of the District continues to experience the most growth. One additional
elementary school opened with the start of school in August 2007. The District’s latest multi-year
bond program was successfully approved by the voters at the August 21, 2004 election. Approval
of $285.7 million will provide funding for 20-year renovations, additions and expansions, cafeterias,
system and compliance for several facilities and district wide technology initiatives and capital
improvements. This multi-year bond program will impact every child and school in Plano ISD.
Three bond sales from the August 2004 authorization have occurred at this time. The third sale for
$76,670,000 was sold on January 16, 2007. Contracts funded by the third bond sale awarded
during the year were for a new Meadows Elementary school building to be built on the existing site
and for renovation of Aldridge Elementary. Preliminary planning on renovations for Sigler
Elementary and Hendrick Middle School began during the year. During fiscal year 2007, the
District completed the renovations of Huffman Elementary and the Spring Creek Center. Additions
at Jackson Elementary, Haggard Library and elementary cafeterias for Brinker, Daffron, Hedgcoxe
and Huffman were also completed. Science wings were added at Williams, Shepton and Jasper
High School. Kitchen remodels at Bowman Middle School, Vines High School and Plano Senior
High School were completed as well. Purchases of school buses, technology and capital
equipment were also made during 2007. The fourth and final bond sale from the 2004 authorization
will occur early in 2008. The District has begun working with a community bond committee in the
development of the next capital projects plan for a proposed May 2008 election.

Since the 1970s, the State of Texas has been involved with lawsuits challenging the system of
financing public schools. In 1987, the courts declared the system unconstitutional according to
standards of the Texas Constitution. The ruling focused not only on operating revenues and
expenditures, but also on facilities and capital financing. In the ensuing years, the Legislature has
tried to remain a step ahead of the courts, but has had several efforts at satisfying the
requirements of the Constitution found unconstitutional. In 1992, the Supreme Court of Texas
found Senate Bill 351, passed by the Legislature in 1991, to be unconstitutional in that it imposed a
statewide property tax by creating “county education districts” (CEDs). The Texas Constitution
prohibits a state property tax. Following this ruling, the Legislature called a referendum to
constitutionalize the provisions of Senate Bill 351 and the CEDs. The voters of the state turned
down the referendum issues, with 63% saying no. The next effort at meeting the tests of equity,
Senate Bill 7, passed by the Texas Legislature in 1993, was challenged by property-poor school
districts as well as property-wealthy districts. Points litigated include the equity issue, the capital
financing issues, and issues of adequacy and suitability. The Texas Supreme Court ruled, in
January 1995, that the law was constitutional at the time, but could become unconstitutional unless
changes were made in the law over the next several years.



Senate Bill 7 mandated that all districts having a wealth per student based on the weighted
average daily attendance (WADA) exceeding $280,000 must give up that excess wealth in one of
several manners: (1) consolidation with a property-poor district such that the combined wealth is
less than $280,000 per WADA; (2) tax base consolidation with a property-poor district such that the
combined wealth is less than $280,000 per WADA,; (3) purchase of attendance credits from the
State to reduce the wealth to less than $280,000 per WADA; (4) purchase of attendance credits
from a property-poor district to reduce the wealth to less than $280,000 per WADA; or
(5) disannexation of property from a property-wealthy district to reduce the wealth to less than
$280,000 and attachment of that property to a property-poor district.

In 1995, the Texas Legislature passed Senate Bill 1, which rewrote the entire Texas Education
Code. This new law made very few changes to the school financing provisions. During the 1997
legislative session, the Texas Legislature revised the formula for calculating the recapture amount
to exclude taxes collected for debt service from the calculation. The voters approved an additional
$10,000 homestead exemption in August 1998. The 1997 legislation included provisions in the
revised recapture calculation to hold the District harmless from any lost tax revenues caused by
the loss in taxable value due to the increased homestead exemption.

In the 1999 legislative session, the Texas Legislature passed House Bill 4. This new law increased
the wealth per WADA that districts may retain to $295,000. This $15,000 increase in wealth per
weighted student represents the first increase since Senate Bill 7 was enacted in 1993. This
minimal adjustment to the wealth per weighted student provided some relief to the District
regarding its equalization efforts.

During the 2001 legislative session, the Texas Legislature passed House Bill 3343. This new law
increased the wealth per WADA that districts may retain to $300,000 for 2001-02 and to $305,000
for 2002-03. During the legislative session the Legislature agreed to name an interim committee
following the session to study public school finance in Texas. In September 2001 the Lieutenant
Governor and Speaker of the House appointed this committee. The committee was charged with
conducting a comprehensive review of the structure of the Texas public school finance system,
including facilities and transportation issues; the method used to fund public schools; and the
criteria used to determine state payments to school districts. The legislative leaders also instructed
the committee to carefully consider all of the equity issues that govern public school finance and
fully examine all of the revenue resources for funding public schools, including the state’s property
tax system.

The Joint Select Committee on Public School Finance completed its review of the Texas public
school finance system in 2002. However, the committee failed to come to a consensus and make
a recommendation to state officials. The decision was left for Legislators to address in the 2003
legislative session. The regular session of the Texas Legislature ended June 2, 2003. The
legislation passed during the regular session that addressed the school finance system left the
current funding structure in place. The Texas Governor called a special session of the Legislature
that convened April 20, 2004, to consider changes to the Texas public school finance system. The
special session ended without the enactment of new school finance legislation.

On April 9, 2001 four districts filed a suit now known as the West Orange case that challenged the
Texas school finance system on the basis that it effectively forces school districts to levy
maintenance and operation taxes at the maximum rate of $1.50 per $100 assessed value, there by
resulting in an unconstitutional statewide ad valorem tax. Initially, the trial court in West Orange
dismissed the suit stating that the plaintiffs had failed to establish that a sufficient number of school
districts were levying the maximum tax rate of $1.50 in an effort to provide an accredited education
and that the $1.50 statutory cap did not constitute a statewide property tax. Upon appeal, the
appeals court affirmed the trial court’s ruling. On May 29, 2003, the Texas Supreme Court
reversed the lower courts and remanded the case back to the trial court for further proceedings.
On September 15, 2004 the trial court ruled on remand that the State’'s school finance system (1)
fails to provide an adequate suitable education as required by the State Constitution; (2) forces
certain school districts in the State to levy an ad valorem tax at the $1.50 statutory cap on
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maintenance and operations tax rate, therefore violating the State constitution’s proscription
against a statewide ad valorem tax; and (3) is neither financially efficient nor efficient in the sense
of providing for the mandated adequate education nor the statutory regime of accreditation,
accountability and assessment. The judge further stated that he intends to enter an injunction on
approximately October 1, 2004 that State funding of public schools cease unless the State
legislature conforms the State school finance system to meet State constitutional standards, with
the effective date of the injunction to be one year from the date the injunction order is entered. The
Texas Attorney General immediately announced that his office would appeal the trial court’s ruling
directly to the Texas Supreme Court. After the failure of the 79" regular Legislative Session and
two subsequent special sessions to enact legislation addressing the constitutional issues identified
in the final judgment entered by the District Court, the court’s ruling was appealed to the Texas
Supreme Court in June 2005. The Texas Supreme Court ruling in October 2005 upheld the trial
court’s ruling on points one and two stated above. Although the Texas Supreme Court noted
significant deficiencies in the system, it did not declare it to be unconstitutional at this time. The
results of the Texas Supreme Court ruling required the Legislature to significantly alter the Texas
system of school finance. The Court established a deadline of June 1, 2006 by which the
Legislature had to restore meaningful local discretion to school districts or the State funding system
to school districts would cease to operate. The special session called by the Governor which
convened on April 17, 2006 was the sixth attempt in three years by the Legislature to address
school finance and tax policy issues.

This time the Legislature did take action and met the June deadline imposed by the Texas
Supreme Court. House Bill | was passed by the Legislature with its primary focus on property tax
relief. Some additional financial capacity is available in the 2006-07 school year for districts.
However, no long term stable revenue source was created for public education. House Bill 1
provides for the reduction of maintenance and operating taxes by $0.17. Districts reducing the tax
rate by this amount will be guaranteed the better of their 2005-06 or 2006-07 state aid and local tax
revenue. For the 2007-08 school year, districts will be required to reduce the maintenance and
operating tax rate by an additional $0.33 to a rate of $1.00 per hundred dollars of taxable value.
Districts may access four cents of additional tax rate capacity for enrichment during these two
years. An additional $0.02 of tax capacity is available in 2008-09, but requires voter approval.
House Bill 1 also provided for a $2,000 net pay increase for teachers, counselors, nurses and
librarians effective for 2006-07. The bill established a high school allotment of $275 per average
daily attendance (ADA), incentive pay programs for campuses in 2006-07 and incentive pay
programs for both teachers and campuses in 2007-08. The bill also contains significant changes
to accountability for campus performance and financial accountability along with a host of new
efficiency measures including instructional spending targets as well as a uniform school start date
for the fourth Monday in August to be effective in 2007. The 8o™ Legislature concluded its work in
early June 2007. Equalization provisions remain a part of the newly passed school finance
legislation, but at a reduced level due to the decrease in the maintenance and operating tax rate.
Cumulatively since the inception of these equalization efforts, the District has purchased over $970
million in attendance credits from the State and other districts within the State. Since the 1995-96
fiscal year $3.64 cumulative, of the local maintenance and operating tax rate has been levied, but
recaptured by the State. The District has seen its recapture payment increase from $13.9 million in
1994-95 to a peak of $134 million for the 2005-06 year. Under House Bill I, the reduced
maintenance and operating tax rate for 2006-07 has resulted in a slight reduction in the recapture
payment to the current year level of $125 million. The District’s financial planning for 2008, the
second fiscal period under House Bill 1, continues to consider the impact of this legislation when
adopting the General Fund budget for 2008. New legislation passed by the 2007 8o™ Legislative
Session included provisions for educator salary increases to be funded by the state at a rate of
$23.63 per Weighted Average Daily Attendance (WADA). The budget for 2008 includes a
significant raise for teachers in addition to the state funded raise as the District strives to move into
the top tier salary grouping. This effort in addition to initiatives to reduce the overall class load for
secondary teachers and the opening of a new elementary campus resulted in the District
accessing two of the available four cents of additional tax rate capacity for enrichment for the 2007-
08 budget. The Board of Trustees is required to adopt a final budget by no later than the close of
the fiscal year, June 30. Annual budgets for the General Operating Fund, Debt Service Fund and
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Food Service Fund were adopted by the Board of Trustees on June 5, 2007. The budget is
prepared by fund and function. Site based decisions are made throughout the year as campuses
and departments manage their budgets. Budget transfers between functions, however, require
approval from the Board of Trustees. The District continues to operate a tightly controlled budget in
all areas of operation while maintaining a high quality educational program.

For additional information about the financial status of the District, readers should refer to
Management’s Discussion and Analysis section of this report.

OTHER INFORMATION

Controls

An internal control structure that has been designed, managed and maintained by the District is in
place to ensure the district’s assets are protected from loss, theft and misuse and to ensure that
accurate accounting data is compiled in the preparation of financial statements in conformity with
Generally Accepted Accounting Principles (GAAP). The internal control structure is designed to
provide reasonable, but not absolute, assurance that these objectives are met.

Independent Audit

State law and District policy require an annual audit of the accounts and financial records of the
District by independent certified public accountants selected by the Board of Trustees. Weaver
and Tidwell have issued an unqualified opinion on the financial statements of Plano Independent
School District for the year ended June 30, 2007. The independent auditors’ report has been
included in this report at the front of the financial section.

Awards

In 1999, the 76™ Texas Legislature, approved legislation requiring the commissioner of education
in consultation with the comptroller of public accounts to develop a rating system for school district
financial accountability. The 77" Texas Legislature in 2001 subsequently adopted rules for the
implementation and administration of the financial accountability rating system known as School
FIRST, Financial Integrity Rating System of Texas. The financial accountability rating system
benefits the public by having in place a system to ensure that school districts will be held
accountable for the quality of their financial management practices and achieve improved
performance in the management of their financial resources. Plano Independent School District
has received a Superior Achievement rating since the implementation of the rating system in the
2002-03 year.

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the Plano Independent School
District for its Comprehensive Annual Financial Report for the fiscal period ended June 30, 2006.
This was the twenty-fourth consecutive year that the District has received this prestigious award.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily
readable and efficiently organized comprehensive annual financial report, whose contents conform
to program standards. Such reports must satisfy both generally accepted accounting principles
and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report
continues to conform to the Certificate of Achievement Program requirements. We are submitting
the current report for the year ended June 30, 2007 to GFOA to determine its eligibility for another
certificate.
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The Debt Service fund balance increased by $2.3 million due to an increase in the Debt Service tax rate of
$0.015 coupled with an increase in appraised property values of 5.83%. The District's semi-annual debt
payment of $18.2 is due in mid-August and was as of June 30 neither expended nor accrued.

Proprietary Funds—The District maintains both enterprise funds and internal service funds. Information is
presented separately in the proprietary fund statement of net assets and in the proprietary fund statement
of revenues, expenses and changes in fund net assets for the Enterprise Fund and the Internal Service
Funds. Net assets in the Enterprise Fund as of June 30, 2007 were $34,124 Of this amount, $1,633,
represents the investment in capital assets. Net assets for the 2007 year increased by $15,699. Net
assets in the Internal Service Funds as of June 30, 2007 were $19,585,747. The majority of this amount is
unrestricted to be used for future expenses of the health benefits and workers compensation internal
service funds. Net assets for the 2007 year increased by $3,552,391 due to continued plan adjustments,
continued use of a PPO network with higher discounts and higher insurance premiums charged to
employees, which generated operating revenues over operating expenses during the 2007 fiscal year.

General Fund Budgetary Highlights

For the General Fund, the final budgeted amount for revenues was $512,897,014. This was an increase of
$11.7 million over the original budget estimate of $501,223,098. The budget was amended for an increase
in tax revenue of $13 million due to certified property values coming in higher than the preliminary values on
which the original budget was based and interest earnings of $4.5 million due to a conservative adopted
budget and improving interest rates through the fiscal year. These budget increases were offset in part by
a budget amendment to state revenue for a decrease of $5.3 million based on state funding formula driven
allocations.

Over the course of the period, the District revised its budget several times. These adjustments resulted in
actual expenditures $3,748,209 below final budgeted amounts. The most significant positive variances
were seen in the functional areas of Contracted Instructional Services, Student Transportation, Health
Services and School Leadership. Staffing is budgeted at the full employment level throughout the entire
year. Budget amounts for vacant positions throughout the year are not eligible for budget revisions and
contribute to the variance between budgeted salaries and actual salaries. A final one time adjustment to
settle up with prior year school district partners for the purchase of nonresident students to educate resulted
in lower expenditures for Contracted Instructional Services of $1.7 million. Expenditures were well within
budget in the supply object of expenditure as well. The expenditure budget variance represents less than a
1% variance on the total expenditure budget of $509.6 million.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets
The District had invested $740,566,989 net of depreciation, in a broad range of capital assets, including

land, equipment, buildings, and Construction in Progress. This amount represents a net increase (including
additions, retirements and depreciation) of $58 million over last year.
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District's Capital Assets

As of 6/30/07 As of 6/30/06
Land and improvements $ 87,829,986 $ 77,255,536
Buildings and improvements 833,336,800 768,894,219
Construction in Progress 34,523,944 32,715,157
Furniture, Equipment, & Vehicles 69,488,787 61,289,408
Totals 1,025,179,517 940,154,320
Total accumulated depreciation (284,612,528) (257,539,789)
Net capital assets $ 740,566,989 $ 682,614,531

The year’'s major capital asset additions include the construction of Schell Elementary, science wing
additions at Shepton, Jasper and Williams High School, Jackson Elementary addition, Haggard Middle
School library addition, the addition of cafeterias at Brinker, Daffron, Hedgcoxe and Huffman Elementary
schools, the complete renovation of Huffman Elementary and the Spring Creek Center along with kitchen
remodels at three campuses. Additionally, the District purchased two future school sites. More detailed
information about the District’s capital assets is presented in Note 5 to the financial statements.

Debt Administration and Bond Ratings

Debt-management policies seek to provide the most favorable climate for District debt projects while
upholding the highest rating possible for debt instruments. Management policies include the following
points.

All debt service obligations will be met when due.

Long-term financing will be restricted to capital projects and capital equipment acquisition.

Long-term bonds will not be issued to finance current operations.

The District will cooperate and communicate with bond-rating agencies and work towards

obtaining the most favorable municipal bond rating possible.

e Outstanding obligations will be reviewed frequently to ensure the most favorable funding structure
for the District.

e All necessary information and material regarding the District’s financial status will be provided to

the appropriate parties.

As of June 30, 2007, the District had total bonded debt outstanding of $830,580,589. The ratio of net
general bonded debt to assessed valuation and the amount of bonded debt per capita are useful indicators
of the District's debt position. From data presented in the statistical section both of these indicators remain
basically constant. Bonded debt per capita increased minimally to $2,332 and the ratio of net bonded debt
to assessed value remained at 2.6 percent.

The District has authorized unissued bonds as of June 30, 2007 in the amount of $58,710,000. On August
21, 2004 the District held a bond election to authorize $285,680,000 of bonds. The third bond sale for this
authorization took place on January 16, 2007. The District continues to enjoy excellent bond ratings. The
“AAA” long-term rating on the District’'s bonds reflects the Texas Permanent Fund guarantee. The latest
review by the rating agencies was made in January 2007, when the District issued $76,670,000 against the
approved bond authorization. Moody's Investors Service, Inc. upgraded the District's underlying rating to
Aal from Aa2. Standard and Poor's Corporation assigned an underlying rating of AA to the District's debt
obligations.

Interest earnings on proceeds from debt are subject to arbitrage regulations contained in the Federal Tax

Reform Act of 1986. As of June 30, 2007 a liability for arbitrage rebate in the amount of $966,565 has been
recorded in the liability section on the Governmental-Wide Statement of Net Assets.
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Amounts included for compensated absences include accrued vacation according the District's leave policy.
Employees who terminate their employment may be paid accrued vacation not to exceed 40 days carryover
plus the current-year vacation allocation. More detailed information about the District's general long-term
debt is presented in Note 7 to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’'S BUDGETS AND RATES

The appraised local tax value used for the 2007-08 budget increased by $1.8 billion or 6% from last year.
The District's weighted average daily attendance (WADA) is expected to be 61,711 which reflects a slight
increase from the final WADA of 61,589 for 2006-07. Several renovations and additions to existing schools
are in progress.

These factors were taken into account when adopting the General Fund budget for 2008. Amounts
available for appropriation in the general fund budget are $484,971,138, a decrease of $8.1 million below
the adopted budget for 2006-07. Significant new legislation passed in special session by the Legislature in
2006 was effective for fiscal year 2007 and continues for 2008 with additional new provisions effective for
2008. The new legislation reduces local maintenance and operating property tax rates by an additional
$0.33 per taxable $100 of value in the second year of implementation. Districts have local enrichment
options up to $0.17 with the first four cents requiring only school board approval, the remaining $0.13
requiring voter approval. The District has elected to exercise two cents of the local enrichment cents
available. Local tax payers still receive a significant tax rate reduction for 2008. Property values continue
to increase, but tax revenue is budgeted $74 million less than for fiscal year 2007. The new legislation
provides for increased state revenue to hold districts harmless for fiscal year 2008 using a target revenue
amount based on the best of three options to calculate the hold harmless amount.  State revenue is
budgeted at a $67.7 million increase for fiscal year 2008.

Expenditures are budgeted to increase by $2.6 million. A provision of new legislation passed in the 8o™
legislative session held in 2007 funded a state mandated educator salary increase equivalent to
approximately $400 per educator that is based on a rate of $23.63 per student in weighted average daily
attendance in 2008. In addition, the District granted a $2,300 raise to all educators and a 4.5% raise for all
other staff. Salaries and benefits increase by $18 million. Contracted Services show an increase in
anticipated expenditures of $1.3 million due to increases in utility cost and appraisal district fees while the
supply category includes a $840,069 increase due to increases in Plant Maintenance supplies. Increases
in the daily operational expenditures of $22 million are offset by a $19.5 million decrease in the District’'s
recapture payment due to the restructuring of the state school finance funding formula contained in the new
legislation. The District continues to operate a tightly controlled budget. Academic initiatives focus on
closing the achievement gap and ensuring learning for all students through high standards, integrated
technology and district-wide coherent curriculum. Several revenue generating programs have been
implemented. The District continues with its after-school care program and marketing of the District's
curriculum and athletic events. When combined, these initiatives will contribute approximately $1.6 million
to the General Fund budget.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a
general overview of the District’'s finances and to demonstrate the District's accountability for the money it
receives. If you have questions about this report or need additional financial information, contact the
Executive Director for Financial Services or the Accounting/Budget Director, at 2700 W. 15" Street, Plano,
Texas 75075, or call (469) 752-8118 or 8115.
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