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Preliminary General Fund
Based on Certified Estimated Values as presented 

Description Preliminary Budget

Local Revenues $13,079,004

State Revenues 23,453,785

Federal Revenues 75,000

     Total Revenues $36,607,789

Expenditures $39,337,337

Surplus (Deficit) ($2,729,548)

• Based on Refined ADA 2853.000 (ended 
2025-2026 at 2911.838)

• Payroll based on frozen current salary 
schedules, except for the mandatory 
HB2 Step 3 and Step 5 increases



General Fund Expenditures

Object Proposed Budget Percent

Payroll Costs $31,427,457 79.85%

Contracted Services 4,158,057 10.57%

Supplies & Materials 2,288,338 5.82%

Other Operating 1,270,752 3.23%

Debt Service 122,683 0.31%

Capital Outlay 70,050 0.18%

     Total $39,337,337 100.00%

The challenge of maintaining excellence in Texas public 
schools is very real.

While the 89th Texas Legislature provided some 
additional funding, much of it is targeted for specific 
purposes and does not fully address the increasing cost 
of operating schools. Although the state's school 
finance system is complex, the bottom line is simple: 
district revenues are not keeping pace with rising 
expenses.

As a result, many Texas public school districts are facing 
difficult financial decisions, including adopting deficit 
budgets, in order to continue providing the high-quality 
educational opportunities and services their students 
deserve.





What can we do to cut the 
deficit?

Personnel -

• Additional staffing reductions through attrition

• Freeze non-essential hiring

Programs & Services – 

• Reduce or eliminate selected programs

• Evaluate extracurricular expenditures

Operations – 

• Continue deferring non-critical projects

• Reduce technology replacement cycle

• Review transportation routes and efficiencies

Revenue Options –

• Consider a Voter Approval Tax Rate Election (VATRE)

• Review fee structures 



https://tea.texas.gov/educators/superintendents/local-school-district-revenue-and-funding-decisions-pdf.pdf



Historical Tax Rate

When property values increase, state 
funding decreases. The state created a 
formula where they get to collect any 
additional revenues on the M&O side.

As a result, HISD does not receive 
additional operating funding simply 
because property values increase. 
Additionally, state funding is based on 
student attendance—not total enrollment—
meaning districts are funded only for the 
students who are present each day.



Understanding the Tax 
Rate

• Maintenance & Operations (M&O) portion of the 
tax rate cover everyday costs like salaries, 
supplies, fuel, insurance and utilities.

• Interest & Sinking (I&S) portion of the tax rate can 
only be used to pay off bonds.

2025-2026 2026-2027

M&O Rate 0.6822 0.6754

I&S Rate 0.1400 0.1306

Total Tax Rate 0.8222 0.8060



Potential 
Revenue from 
VATRE

Voter Approval Tax Rate Election – allows a school 
district to utilize additional pennies on its tax rate to 
generate additional revenue for the maintenance and 
operations budget (day-to-day operations)



Impact of Additional M&O Pennies 





2026-2027 Budget Timeline



Questions?


