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The New Math on School Finance:
Corporate Tax Abatements’ Cost to Public Education


Where is This New Data Coming From?  It will come from the school districts themselves, in their Comprehensive Annual Financial Reports (CAFRs). The same body that requires governments to report their pension and retiree healthcare obligations (the Government Accounting Standards Board, or GASB) issued Statement No. 77 on Tax Abatement Disclosures, an amendment to Generally Accepted Accounting Principles, or GAAP. 

An estimated three-fourths of school districts in the U.S. are either required by state law to obey GASB’s Statements, or they do so to get the best credit ratings and the lowest interest rates when they sell bonds. 


When Will the Data Arrive? For GAAP-compliant school districts, the data should arrive annually (in the CAFR), usually between 4 to 8 months after the end of the fiscal year. Effectively, as of now (early 2019), that means most school districts have recently issued their second CAFR that should contain the new data.


What Will the New Reports Say?  The disclosure will be crude. Basically, governments will describe each tax-break program and then provide one dollar figure: how much revenue they lost to that program for the year. The reports won’t name company names, nor will they project future-year costs. 


But School Boards Usually Don’t Grant Tax Abatements; How are They Covered? Statement No. 77 says that if a government loses revenue passively, it must calculate and report the loss. This provision appears to have been written specifically with school districts in mind.

[bookmark: _GoBack]What Kinds of Tax Breaks Should We Expect to See?  Economic development tax abatements take many forms, but the costliest usually involve property taxes: outright abatements or exemptions, Payments in Lieu of Taxes (PILOTs, or deep discounts), enterprise zones (which often abate property taxes), or tax increment financing (TIF districts, which divert property taxes).  Sales tax exemptions (or diversions) and corporate income tax credits or exemptions may also show up (especially in state disclosures) under Statement No. 77. 


Where do I Find My School District’s CAFR?  Many governments post their CAFRs on their websites. School districts are apparently less likely to post them online, but they are absolutely public documents.  If you don’t see the CAFR online, contact the school district office and ask for it (and while doing so, encourage them to post it prominently on their website.)


How Can I Find the New Data in the CAFR?  If you have the document in pdf form, use the search function to find phrases like “abate” or “Statement No. 77” which should, in most cases, take you directly to the data. The data will appear in the Notes section of the CAFR (or less-detailed AFR), not in the balance sheet. 


Why is This a Big Deal for My School District?  For decades, cities and counties have been enjoying sort of an “intergovernmental free lunch” at the expense of school districts. Tax abatements are a root cause of chronic budget problems for many school districts, but the spending has been hidden and never before required by GASB. If you are working for long-term funding solutions for your schools, this new data may become a powerful new advocacy tool.


Where Can I Get More Information?

Go to: www.goodjobsfirst.org/gasb-statement-no-77 
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