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PREFACE

The North Carolina Legislative Research Commission is an

interim study organization of the General Assembly. The

Commission is established and governed by the North Carolina

General Statutes H 120-30.10 through 120-30.18. The Commission is

cochaired by the President Pro Tempore of the Senate and the

Speaker of the House of Representatives. The Cochairmen appoint

five members from their respective houses. Among the Commission's

duties is that of making or causing to be made, upon the direction

of the General Assembly, "such studies of and investigations into

governmental agencies and institutions and matters of public

policy as will aid the General Assembly in performing its duties

in the most efficient and effective manner." (G.S. 120-30.17(1)).

At the direction of legislation enacted by the 1985 General

Assembly, the Legislative Research Commission has undertaken

studies of numerous subjects. These studies were grouped into

broad categories and each member of the Commission was given

responsibility for one category of studies. The Cochairmen of the

Legislative Research Commission, under the authority of G.S. 120-

30.10(b) and (c), appointed committees consisting of members of

the General Assembly and of the public to conduct the studies.

Cochairmen, one from each house of the General Assembly, were

designated for each committee.

The Study of the School Finance Act was authorized by Chapter

790 of the 1985 Session Laws. (A copy of the pertinent parts of

Chapter 790 may be found in Appendix A of this report.) That act

made reference to Senate Bill 848 introduced by Senator Taft and

others. (A copy of Senate Bill 848 may also be found in Appendix

A of this report . )



The Legislative Research Commission placed the Study on the

School Finance Act under the Education Area for which

Representative Aaron Fussell is responsible. The Committee on the

School Finance Act is cochaired by Senator Robert Warren and

Representative Joe Hudson. Membership lists of the Legislative

Research Commission and of the Committee may be found in Appendix

B of this report.

The Legislative Research Commission is authorized to report

its findings on the Study of the School Finance Act and the

other studies it has undertaken, together with any recommended

legislation to the 1987 General Assembly, or to make an interim

report to the 1986 Session and a final report to the 1987 General

Assembly. (Chapter 790, Section 3). Because a School Finance Act

(Senate Bill 49) passed the Senate during the 1985 Session and was

in the House Education Committee for consideration during the 1986

Session, the Committee elected to make an interim report to the

1986 Session describing its progress to date and to make its

recommendations in this final report to the 1987 General Assembly.
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COMMITTEE PROCEEDINGS

The Committee on the School Finance Act held four meetings

prior to the adoption of its interim report and two additional

meetings prior to the adoption of this final report. In the

course of its deliberations, the Committee heard testimony from

educators, State officials, education lobbyists, local government

lobbyists, and other experts in school finance.

Prior to the adoption of its interim report to the 1986

Session of the 1985 General Assembly, the Committee examined

school finance in North Carolina today, the division of State and

local responsibilities for financing the public schools proposed

in Senate Bill 49, proposed funding by the State for operating

costs under the Basic Education Program, the funding

responsibilities allocated to local governments under Senate Bill

49, and the projected impact on local governments of meeting those

funding responsibilities. A limited number of copies of the

interim report are available for distribution through the

legislative library.

Prior to the adoption of this final report, the Committee

examined the projected impact of the additional 1/2% local-option

sales and use tax enacted by the 1986 Session on the ability of

local governments to meet the funding responsibilities assigned to

them under Senate Bill 49, the projected impact of allocations of

funding responsibilities other than that in Senate Bill 49,

whether the State should provide funds for counties willing but

unable to meet their responsibilities for financing the public

schools, and the need for statewide school facility standards.

I. Authorization for the Study.

The Legislative Research Commission undertook the Study of

the School Finance Act at the direction of Chapter 790 (Senate

Bill 636) of the 1985 Session Laws. Chapter 790 authorized the
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Legislative Research Commission to study a list of topics

including "(43) School Finance Act (S.B. 848-Taft)." (See

Chapter 790, Section 1, in Appendix A.) Under Chapter 790, the

Legislative Research Commission is authorized to consider the

bill or resolution that originally proposed the study - S.J.R.

848 - in determining the nature, scope, and aspects of its study,

but the Legislative Research Commission is not required to do so.

(See Chapter 790, Section 1).

Senate Joint Resolution 848, the resolution that originally

proposed the study, set out in its preamble the following as

justification for the study:

"Whereas, the Senate has approved Senate Bill 49 which
delineates the financing responsibilities of the State, the
counties, and the local boards of education for public
elementary and secondary education; and

Whereas, this bill will be considered by the House of
Representatives when the 1985 General Assembly convenes for
the Regular Session of 1986; and

Whereas, there is a critical need for additional
detailed information regarding the budgetary and fiscal
implications of Senate Bill 49, especially the impacts upon
local government expenditures for public education..."

The body of the resolution went on to authorize the Legislative

Research Commission to:

(1) Study the division of State and local government
responsibilities for financing the public school system which
is proposed in Senate Bill 49;

(2) Review the phased approach to full funding of the Basic
Education Program by July 1, 1993, proposed by the State
Board of Education;

(3) Study the present level of local appropriations for
public schools, and the building needs of the public school
system in order to determine whether the proposed financing
responsibilities for local governments contained in Senate
Bill 49 can be addressed by existing financial resources;
and

(4) Review the Public School Budget and Fiscal Control Act
to determine whether the existing system of budgeting,
accounting and fiscal control is compatible with the
assignment of responsibilities proposed in Senate Bill 49.
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Although S.J.R. 848 was not binding on the Committee, the

Committee elected to use it to determine the nature, scope, and

aspects of this study. (See, S.J.R. 848, in Appendix A).

II. Summary of interim report

The Committee on the School Finance Act decided not to make

any recommendations to the 1986 Session of the General Assembly

because many of the Committee's concerns about the School Finance

Act were unresolved. The Committee elected to make an interim

progress report, however, because a School Finance Act (Senate

Bill 49) passed the Senate during the 1985 Session and was in the

House Education Committee for consideration during the 1986

Session. The Committee on the School Finance Act wanted the House

Education Committee to have the benefit of its progress when the

House Education Committee considered Senate Bill 49 during the

1986 Session. The House Education Committee elected not to

consider Senate Bill 49 during the 1986 Session.

Testimony before the Committee prior to the adoption of the

interim report indicated overwhelming support for the main purpose

of Senate Bill 49 - to redefine and clarify the responsibilities

of the State and the local governments for funding the public

schools. The respective funding responsibilities of the State and

the local governments have been blurred over time, in some cases

to the detriment of the school curriculum and school facilities;

there is no clear understanding of which level of government is

responsible for what.

Testimony before the Committee prior to the adoption of the

interim report also indicated that the level of uncertainty about

the State and local fiscal outlook made it inappropriate to

redefine major funding responsibilities at that time. There were

major backlogs in capital needs facing the State and local

governments. The level of federal funding the State and local

governments receive was decreasing dramatically. One could

only guess what federal budget cutting efforts and the Gramm-

Rudman-Hollings legislation would do to further cut the amount of
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federal money the State and local governments would receive in the

future for education and otherwise. The Committee felt that when

some of this uncertainty was resolved it would be easier to

determine whether the delineation of funding responsibilities for

the public schools proposed in Senate Bill 49 or some other

delineation of funding responsibilities would be more

appropriate

.

Testimony before the Committee also indicated that it would

be inappropriate to redefine major funding responsibilities before

more of the Basic Education Program was implemented. As the State

went further along with the Basic Education Program, it was felt

we would have a better idea of its financial impact on the

counties. The influx of State money for school operating costs

would free up some local money for school facility costs. To what

extent it would do so and what the counties' financial

responsibility for the schools ought to be in light of the freed

up resources would become more obvious as more of the Basic

Education Program was implemented.

A major unresolved concern the Committee had about Senate

Bill 49 was whether all counties could adequately meet the

financial obligations assigned to them under the bill. Data

presented to the Committee indicated some counties may not be able

to do so, even if they raised their property tax effort to the

statewide average. The Committee decided to further examine the

validity of this concern and, if it was found to be valid, to

consider ways to alleviate it before it made its final report to

the 1987 General Assembly.

The Committee was also concerned that there were no clear

statewide standards in force for school facilities. Also, there

were no State compliance review, regular reporting, or inventory

on the status of school facilities. Therefore, it was impossible

to determine with any degree of certainty or uniformity what the

school facility needs really were. Since providing for school

facilities is a major component of the counties' responsibility
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under Senate Bill 49, the Committee felt the lack of clear

statewide standards for school facilities and the lack of State-

compliance reviews and regular reports on school facilities could

indicate serious deficiencies in the bill.

Finally, prior to the adoption of the interim report,

maintenance and custodial personnel expressed concern to the

Committee that they would not and could not be State employees

under the delineation of funding responsibilities set out in

Senate Bill 49.

III. Senate Bill 49

(A complete history of Senate Bill 49 and a discussion of its

preamble may be found on pages 5-7 of the interim report.)

A. Sections 1, 3, and 6 of Senate Bill 49

The text of the bill delineates the responsibilities of the

State and of local governments for funding the Basic Education

Program. Local boards of education and boards of county

commissioners are required to fund from local sources (i) all

facility construction and renovation costs; (ii) all facility

maintenance costs; (iii) all facility operations costs, including

insurance, custodial and utility costs; and (iv) all necessary

expenses of the governing boards for the local school

administrative units. The State Board of Education is required to

fund fully, on an incremental basis within funds appropriated by

the General Assembly, all other costs of the basic education

program. (See Section 1 of Senate Bill 49.) Notwithstanding this

delineation of funding responsibilities, the bill states that

nothing in it shall prohibit the State from providing funds for

the financing responsibilities assigned to local governments or

local governments from providing funds for the financing

responsibilities assigned to the State. (See Section 6 of Senate

Bill 49.

)

The bill goes on to set out an implementation schedule for

local governments to assume their financial responsibilities.

Effective July 1, 1986, local boards of education and local boards
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of county commissioners would be responsible for providing the

following items with local funds:

(1) School buildings, related furniture, and apparatus

adequate to meet the requirements of the Basic Education

Program;

(2) School maintenance personnel;

(3) School property insurance pursuant to G.S. 115C-534;

(4) Necessary expenses for the governing boards of the

several local school administrative units pursuant to

G.S. 115C-38 (per diem, subsistence, and mileage for

local board meetings), 115C-42 (liability insurance,

which is optional), and 115C-43 (legal defense of board

members or employees, which is optional).

Effective when State funding of the Basic Education Program is

fully implemented, local governments would be responsible for

providing for school utilities and custodial personnel with local

funds. In the interim, the General Assembly would be directed to

appropriate sufficient funds so that the State's proportionate

share of these costs is no less than it was in the 1984-85 fiscal

year. (See Section 3 of Senate Bill 49.)

These provisions do not constitute a major departure from the

principles set out in current law. The general delineation of

State and local funding responsibility in Senate Bill 49 is

similar to G.S. 115C-408(b), as rewritten by the 1984 Session of

the General Assembly. The first two paragraphs of G.S. 115C-

408(b) state:

(b) To insure a quality education for every child in North
Carolina, and to assure that the necessary resources are
provided, it is the policy of the State of North Carolina to
provide from State revenue sources the instructional expenses
for current operations of the public school system as defined
in the standard course of study.

It is the policy of the State of North Carolina that the
facility requirements for a public education system will be
met by county governments.

Other laws currently on the books already give local

governments financial responsibility for most of the items for
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which Senate Bill 49 would give them financial responsibility.

These laws include:

(1) G.S. 115C-521(a) - "It shall be the duty of local boards
of education to provide classroom facilities adequate to meet
the requirements of G.S. 115C-47(10) and 115C-301." (Both
cited statutes deal with allocation of teachers and class
size requirements.);

(2) 115C-521(b), first paragraph - "It shall be
the boards of education of the several local sch
administrative units of the State to make provis
public school term by providing adequate school
equipped with suitable school furniture and appa
needs and the cost of such buildings, equipment,
apparatus shall be presented each year when the
is submitted to the respective tax-levying autho
boards of commissioners shall be given reasonabl
provide the funds which they, upon investigation
to be necessary for providing their respective u
buildings suitably equipped, and it shall be the
several boards of county commissioners to provid
the same .

"

;

the duty of
ool
ions for the
buildings
ratus.
and

school
r ities

.

e time
, shall

The

budget
The

to
find

nits with
duty of the

e funds for

(3) 115C-522(b), first paragraph - "It shall be the duty of
the local boards of education to provide suitable school
furniture and apparatus, as provided in G.S. 115C-521 ( b) .

"

(The pertinent part of G.S. 115C-521(b) is quoted above.);

(4) G.S. 115C-522(c) - "It shall be the duty of local boards
of education and tax-levying authorities to provide suitable
supplies for the school buildings under their jurisdictions.
These shall include, in addition to the necessary
instructional supplies, proper window shades, blackboards,
reference books, library equipment, maps, and equipment for
teaching the sciences.";

(5) G.S. 115C-524(b) - "It shall be the duty of local boards
of education and tax-levying authorities, in order to
safeguard the investment made in public schools, to keep all
school buildings in good repair to the end that all public
school property shall be taken care of and be at all times in
proper condition for use...";

(6) G.S. 115C-534(b) - "The tax-levying authority for each
local school administrative unit shall appropriate funds
necessary for compliance with the provisions of subsection
(a)." (Subsection (a) sets out the duty to insure
property. ) ; and

(7) G.S. 115C-38, second paragraph - Funds for the per diem,
subsistence, and mileage for all meetings of county and city
boards of education shall be provided from the current
expense fund budget of the particular county or city."



There are only two items local boards of education and county

commissioners would be responsible for under Senate Bill 49 that

they are not already clearly responsible for under current law.

These two items are utilities and custodial personnel. Under

Senate Bill 49, local boards of education and county commissioners

would assume responsibility for these two items only after full

implementation of the Basic Education Program.

The State's financial responsibility for the public schools

is set out in the State Constitution. Article IX, Section 2 of

the North Carolina Constitution says, "The General Assembly shall

provide by taxation and otherwise for a general and uniform system

of free public schools, which shall be maintained at least nine

months in every year, and wherein equal opportunities shall be

provided for all students .... The General Assembly may assign to

units of local government such responsibility for the financial

support of the free public schools as it may deem appropriate..."

The proposed bill says essentially the same thing - that the State

is required to provide funds for the elements of the Basic

Education Program it does not require the local governments to

fund

.

B. Section 4 of Senate Bill 49

The bill requires the maintenance of current financial

efforts for education until the Basic Education Program is

implemented or until June 30, 1993, whichever is first. During

this time, county commissioners must appropriate sufficient funds

for education so that local funds plus State funds are no less per

pupil than the per pupil amount available during the 1984-85

fiscal year. Also, if a county government lowers the per pupil

amount it appropriates from local funds for operating expenses, it

must raise its appropriation from local funds for capital expenses

by a corresponding amount per pupil. The Local Government

Commission may waive these requirements upon a showing that a

county can provide for its public school capital needs without

them.
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C. Section 5 of Senate Bill 49

The current law sets out a legal mechanism by which a local

board of education can compel the board of county commissioners to

provide sufficient funds "to support a system of free public

schools". The bill changes this legal mechanism so that the local

board of education can compel the board of county commissioners

only to provide sufficient funds "to finance those

responsibilities assigned by the General Assembly to county

governments in G.S. 115C-81(g)." (G.S. 115C-81(g) is the general

delineation of State and local funding responsibilities set out in

this bill .

)

D_; Section 2 of Senate Bill 49

The bill states that it is the intent of the General Assembly

that funds for the operation of the Basic Education Program be

allocated to local school units in categories by July 1, 1987.

Under the bill, the State Board of Education would have developed

these categories and presented them to the 1986 Session of the

General Assembly. The categories would have to be approved by the

General Assembly.

IV. Cost of the State's obligation under Senate Bill 49

Senate Bill 49 contemplates that the State will provide all

costs of the Basic Education Program except school facility costs,

school facility maintenance costs, facility operations costs, and

necessary expenses of local school boards by the 1992-93 school

year. Also, during "^he implementation of the Basic Education

Program, the State would continue to pay the same proportion of

school utility and school custodi L costs as it is currently

paying

.

For the 1985-86 fiscal year, the General Assembly

appropriated $2.17 billion for the public schools or 44.5% of the

General Fund appropriations; of this amount, $6.9 million was in

special appropriations. Funding increases for the Basic Education

Program for the 1985-86 fiscal year totalled $69.8 million in
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continuing expenses, $13.8 million in onetime appropriations, and

$5.9 million in related appropriations.

For the 1986-87 fiscal year, the General Assembly

appropriated $2.33 billion for the public schools or 44.5% of the

General Fund appropriations; of this amount, $4.7 million was in

special appropriations. Net funding increases for the Basic

Education Program for the 1986-87 fiscal year over the prior year

are estimated at $32.9 million in continuing expenses, and $17.9

million in related appropriations; there was an estimated

reduction of $4.4 million ^n onetime appropriations.

If the General Assembly follows the Basic Education Program

Implementation Schedule updated by the State Board of Education in

June 1986, increased continuing expenses from the 1987-88 fiscal

year through the 1992-93 fiscal year would approximate $631

million in additional State funds. The State Board of Education

intends to update this schedule annually to reflect the most

recent cost figures and average daily membership projections

available and changes in priorities of the State Board of

Education and the General Assembly. Ultimately, the General

Assembly is responsible for determining how much it will

appropriate for the Basic Education Program and when it will

appropriate the funds. (A copy of the June 1986 Basic Education

Implementation Schedule adopted by the State Board of Education

may be found in Appendix D of this report.)

V. Cost of the counties' obligation under Senate Bill 49

A. Overview of the counties' obligation

Senate Bill 49 contemplates tiiat commencing on the effective

date of the bill the counties will provide all costs of school

facilities adequate to meet the requirements of the Basic

Education Program, school maintenance personnel, school facility

operations costs, and necessary expenses of local school boards.

This is essentially the same as the counties' obligation under the

current law. Effective upon full implementation of the Basic
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Education Program, the counties will also provide for all school

utility and school custodial costs.

Senate Bill 49 also contemplates that as the Basic Education

Program is being implemented funds for operating expenses that

counties currently elect to provide will be provided by the State

If, for example, a county is currently providing funds for

additional teachers and teacher aides, the county may no longer

need to do so when the State provides funds for additional

teachers and teacher aides. (Under the bill, a county could

always provide funds for operating expenses in addition to those

provided by the State.)

B. School facility costs

The largest component of the counties' financial obligation

under Senate Bill 49 is the cost of school facilities. According

to an August 1984 survey of school facility needs by the

Department of Public Instruction, the cost of housing all school

students in North Carolina in attractive, safe, and functional

facilities would be in excess of $2.2 billion. In this survey,

school superintendents were asked to report school facility needs

in their local school administrative units according to the

following categories - replacement of temporary facilities,

replacement of obsolete facilities, renovation of buildings that

are suitable for long-range use, new or renovated facilities for

exceptional children, accessibility for the handicapped,

renovations for utility conservation, community schools, new or

renovated facilities for administration, maintenance,

transportation and warehousing, and other needs.

Although the instructions that accompanied the survey were

quite detailed, members of the Committee expressed concerns that

some superintendents may have followed the instructions more

closely than others, some superintendents may have had more

detailed information at their disposal than others with which to

accurately gauge their facility needs, some superintendents may

have submitted a "wish list" with the realization that regardless

-13-



of how their school facility needs were funded some cuts would be

made, and some superintendents may have responded with estimates

of their long-range needs while others tabulated only immediate

needs

.

C. County responsibilities under Senate Bill 49 and

resources available to meet them

A comparison of a county's responsibilities under Senate Bill

49 and the resources it has available to meet them will differ

from year to year for two reasons. First of all, as the State

provides more and more of "-^e cost of operating expenses for the

public schools under the Basic Education Program, a county will be

required to provide less and less. Secondly, after full

implementation of the Basic Education Program, a county will have

to provide all of the costs of school utilities and custodial

personnel .

1. County responsibilities

A county's responsibilities for a given year under Senate

Bill 49 are:

(1) Costs of school facilities. (For each year, these are

estimated to be one-tenth of the difference between the

county's school facility needs and the amount the county

has in accumulated capital reserves. As a practical

matter, however, some counties may not be able to

complete their capital projects within 10 years.);

(2) The costs for maintenance and operation of plant,

supplies, equipment, and energy costs; and

(3) School board expenses, o.utjerty insurance, and audits.

2

.

County resources

In calculating the resources available to a county for

implementatii.n of Senate Bill 49, 1985-86 appropriations are used

as a benchmark because of the maintenance of effort provision in

Senate Bill 49. Resources available for a given year are:
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(1) Current State allotments for custodians, utilities, and

maintenance directors. (After full implementation of

the Basic Education Program, this would be $0.);

(2) Local capital outlay appropriations for 1985-86;

(3) Local capital reserve appropriations for 1985-86, except

for bond receipts and nonrecurring sources of revenues;

(4) Resources accruing to the county school fund for 1985-86

from the proceeds of fines and forfeitures, interest on

county school fund investments, etc.

(5) Local current expense appropriations for maintenance and

operation of plant, property insurance, the governing

board, and audits; and

(6) The portion of local current expense funds for the

instructional program for 1985-86 that the Basic

Education Program will provide for the year for which

the calculation is being made. (The assumption is that

after full implementation of the Basic Education

Program, 100% of the local current expense funds for the

instructional program for the 1985-86 fiscal year will

be freed up.

)

The 1986 General Assembly also made an additional resource

available to the counties for implementation of Senate Bill 49 -

it gave counties the option of levying an additional 1/2% local

sales and use tax. (See Chapter 906 (House Bill 1542) of the 1986

Session Laws). The tax would be collected by the State and

distributed to the cities and counties on the basis of

population

.

For the first 11 years the tax is in effect in a county, that

county is required to use a certain percentage of the county's

share of the proceeds from the tax for public school capital

outlay purposes (including retirement of public school debt

owed by the county for public school capital outlay purposes

within the last five years before the tax took effect. A county

may use all of the proceeds it receives from the tax for public
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school capital outlay purposes; the percent each county must use

for public school capital outlay purposes is as follows:

Years 1-2 60%
Years 3-4 50
Years 5-8 40
Years 9-10 30
Year 11 20

A county may petition the Local Government Commission for

permission to use the percent of the funds earmarked for public

school capital outlay purposes for other lawful purposes. The

Local Government Commission may grant the petition if it finds the

county can provide for its public schools capital needs without

those funds.

3. Comparison of county resources and county
responsibilities

(Please note that the statistics that appear in this report
are not the same as the statistics in the Committee's interim
report to the 1986 Session of the 1985 General Assembly. The
statistics that appear in this report are more accurate than those
in the interim report for two reasons. First of all, estimated
figures for the 1985-86 fiscal year have been replaced with actual
figures. Secondly, funds accruing to the county school fund were
added to the computation of local resources.)

The analyses of county resources and county responsibilities

under Senate Bill 49 were done for the Committee by the Department

of Public Instruction in cooperation with the Association of

County Commissioners. (A discussion of the methodology used in

these computations may be found in Appendix E.) Because estimates

and projections had to h3 used in these analyses and because

estimates of school facility costs may be more reliable for some

counties than others, the results ol uhese analyses are not

mathematically exact for each county. The analyses do however,

give some indication of the costs of Senate Bill 49 to the

counties.

a. Analysis without consideration of the

additional 1/2% local sales tax

Tables showing each county's resources and its responsi-

bilities under Senate Bill 49 for the 1987-88 and 1992-93 fiscal
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years may be found in Appendix F. These tables assume that no

counties have levied the additional 1/2% local-option sales and

use tax authorized by the 1986 Session of the General Assembly.

The first column in each of these tables shows the county name.

The second column shows the resources available to a county for

implementation of Senate Bill 49 without the additional 1/2% local

sales and use tax. The third column shows the county's financial

responsibilities under Senate Bill 49.

The fourth column shows the difference between a county's

responsibilities under Senate Bill 49 and its financial resources

without the additional 1/2% sales tax. If the number in the

fourth column is in parentheses, it indicates how much less a

county, without the additional tax, will have at its 1985-86 level

of funding for school facilities than it would need to meet its

responsibilities under Senate Bill 49; if the number is not in

parentheses, it indicates how much more that county will have at

its 1985-86 level of funding than it would need to meet its

responsibilities under Senate Bill 49.

The financial burden on the counties under Senate Bill 49

tends to be highest in the 1987-88 fiscal year because less of the

Basic Education Program will have been implemented at that time.

As more of the Basic Education Program is implemented, the

financial burden will drop. If a county is not currently making a

significant contribution toward instructional expenses, its costs

will not, of course, decline as the Basic Education Program is

implemented and resources will not be freed up for facility needs.

The total level of funding for instructional expenses for the

school children in the county will simply go up. By the 1992-93

fiscal year, the State will be providing for all school operating

expenses under the Basic Education Program and the county will be

providing all school utility and school custodial funds; at that

time, the financial burden on the counties should stabilize.

For the 1987-88 fiscal year, the analyses show that without

the 1/2% additional sales tax, 69 counties would be unable to meet
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their financial obligations under Senate Bill 49 at their 1985-86

levels of funding 31 counties would be able to do so. For the 69

counties experiencing a deficit, the total additional cost

requirement would be $63.7 million; for the 31 counties with a

surplus, the total surplus would be $68.7 million.

For the 1992-93 fiscal year, 48 counties would still be

unable to meet their financial obligations under the bill. For

these counties, the total additional cost requirement would be

down to $42.7 million; thus, the cumulative deficit is $21.2

million less for the 1992-9^ fiscal year than for the 1987-88

fiscal year. For the 52 counties with a surplus, the total

surplus woulr" be up to $203.4 million; thus, the cumulative

surplus would be $134.7 million more for the 1992-93 fiscal year

than for the 1987-88 fiscal year.

If a county has a surplus or a relatively low cost of meeting

its obligations under Senate Bill 49, it may mean that the county

has already taken steps to meet some of its school construction

needs or that the county is experiencing a decline in school-age

children. It may also mean that the county was providing

substantial supplements for the operating costs of its

instructional program and that Senate Bill 49 is having its

intended effect - that is, that the increase in State expenditures

for the instructional program is freeing up enough county

resources to provide school facilities adequate to accommodate the

Basic Education Program.

b. Analysis considering the additional 1/2% local

sales tax

In the legislation ?.ui:hor izing the counties to levy an

additional 1/2% local sales tax, the General Assembly said it

intended for the counties to appropriate funds generated under the

tax to increase the level of county spending for public elementary

and secondary school capital outlay above and beyond the level of

spending prior to the levy of the tax. Assuming all counties levy

the new tax prior to June 1, 1987, there will be a statewide pool

-18-



of $198.1 million of additional revenue of which the counties will

receive roughly $144 million. The tables found in Appendix G show

the counties' ability to meet their financial obligations under

Senate Bill 49 if the counties levy the new tax and if they follow

the intent of the General Assembly and use these new tax funds to

increase their level of appropriations for public school capital

outlay

.

The first column in each of the tables gives the county name.

The second column shows the difference between a county's

responsibilities under Senate Bill 49 and its financial resources

without the additional 1/2% sales tax. (This figure also appears

in column 4 on the charts in Appendix F. Again, if the number is

in parenthesis, it shows how much less the county will have than

it needs .

)

The third and fourth columns show the impact of the

additional 1/2% sales tax on the counties' ability to meet their

obligations under Senate Bill 49. The third column shows the

difference between a county's responsibilities under Senate Bill

49 and its financial resources if the county levies the new tax

and uses 60% of the money it receives from the tax to increase its

appropriation for public school capital projects. (A county that

levies the tax is required by law to use 60% for public school

capital outlay during the first two years the tax is in effect; a

county is strongly urged by a statement of purpose in the law, but

is not required by law, to appropriate these funds in addition to

other funds for public school capital outlay.) The fourth column

shows the difference between a county's responsibilities under

Senate Bill 49 and its financial resources if the county levies

the new tax and uses 100% of the money it receives from the tax to

increase its appropriation for public school capital projects. (A

county that levies the tax is permitted by law to use 100% for

public school capital outlay.)

For the 1987-88 fiscal year, the tables in Appendix G may be

summarized as follows:
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WITHOUT WITH 1/2% WITH 1/2%
1/2% SALES SALES TAX SALES TAX

TAX (60%) (100%)
# OF COUNTIES
UNABLE TO COMPLY
WITH SB 49 69 42 32

CUMULATIVE
DEFICIT $ 63.9 mil. $ 31.9 mil. $ 18.3 mil.

# OF COUNTIES
ABLE TO COMPLY
WITH SB 49 31 58 68

CUMULATIVE
SURPLUS $ 68.7 .nil. $116.6 mil. $156.3 mil.

For the 1992-93 fiscal year, the tables in Appendix G may be

summarized as follows:

WITHOUT WITH 1/2% WITH 1/2%
1/2% SALES SALES TAX SALES TAX

TAX (60%) (100%)
# OF COUNTIES
UNABLE TO COMPLY
WITH SB 49 48 30 24

CUMULATIVE
DEFICIT $42.7 mil. $ 21.2 mil. $13.2 mil.

# OF COUNTIES
ABLE TO COMPLY
WITH SB 49 52 70 76

CUMULATIVE
SURPLUS $203.4 mil. $261.9 mil. $307.1 mil.

These tables show tn-^; by enacting the additional 1/2% local-

option sales and use tax, the General Assembly made the counties

better able to meet their financial responsibilities under Senate

Bill 49. For 1987-88, the y2ar v.nat the counties will have the

most difficulty meeting their obligations under Senate Bill 49,

the analysis buows that 69 counties would be unable to meet their

responsibilities for the 1987-88 fiscal year without the new tax.

This drops to 42 counties if the counties levy the tax and use 60%

of it for school facilities and drops to 32 counties if the

counties levy the tax and use 100% of it for school facilities.

The cumulative deficit they face drcps from $63.9 million without
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the tax, to $31.9 million with 60% of the tax, and to $18.3

million with 100% of the tax.

By the 1992-93 fiscal year, if the Basic Education Program is

fully implemented, 48 counties would be unable to meet their

responsibilities under Senate Bill 49 without the new tax. This

number drops to 30 if the counties levy the tax and use 60% of it

for school facilities and drops to 24 if the counties levy the tax

and use 100% of it for school facilities. The cumulative deficit

the counties unable to meet their responsibilities would face

from $42.7 million without the tax to $21.2 million with 60% of

the tax, to $13.2 million with 100% of the tax.

D. The impact on counties of meeting the financial

requirements of Senate Bill 49

Counties can provide for their public school capital needs in

several ways. First of all, they can postpone or divert spending

from other county functions.

Secondly, they can improve their tax assessment practices to

assure that all taxable property is assessed at 100% of fair

market value. (The General Statutes require the counties to

assess taxable property at 100% of fair market value.) For

counties that revalued effective January 1, 1984, the level of

assessment of real property ranged from 59% to 98% (according to

the 1984 Sales-Assessment Study by the Department of Revenue).

Thirdly, they can "pay-as-they-go" ; that is, they can set

aside a certain amount from their general revenues each year in a

capital reserve or project fund. Finally, they can issue school

bonds and pay the principal and interest on the bonds over time

from the county general fund. The cost of paying-as-they-go and

issuing school bond is roughly the same over a period of at least

ten years. Either method would require additional money from the

County General Fund. A county could increase the revenues in the

County General Fund by levying the additional 1/2% local-option

sales and use tax (the effect of levying the tax is discussed on
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pages 18 through 21 of this report) or by increasing the property

tax rate.

1_. Measures of ability to pay

Clearly, all counties are not equally able to provide for

their public school capital needs. The table in Appendix H of

this report ranks the counties according to their per capita

personal income for 1984, per capita adjusted property tax base

for 1984-85 (adjusted to bring taxable real property values in

each county up to January 1, 1984 terms, using the sales-

assessment ratio study of <-he North Carolina Department of Revenue

- that is, adjusted to treat each county as if it had revalued at

100% of market value as of January 1, 1984), per capita local-

option sales tax distribution for 1984-85, and per capita

intangibles tax distribution for 1984-85.

The first two columns represent the two most common

approaches to measuring ability to pay - the income approach and

the wealth approach (adjusted property tax base). In North

Carolina, the taxation of personal income is under the province of

the federal government and the State government. Counties receive

the majority of their non-federal revenue (90%) from the property

tax

.

The last two columns of the table indicate fiscal capacity on

two other major sources of county tax revenue - the sales tax and

the intangible personal proprty tax. Counties can affect the

amount of sales tax revor.ue by adopting the tax. (100 counties

have adopted the 1971 1% and the 1983 1/2% tax. More than 3/4 '

s

of the counties have adopted the 1/2.. tax authorized by the 1986

General Assembly.)

The table shows that some counties are relatively wealthy by

some indicators of ability to pay and relatively poor by others.

Other counties are consistently wealthy or consistently poor by

all indicators. (See, for example, Brunswick County, which is

81st in per capita personal income and 2nd in per capita adjusted

property tax base. See also, Davidson, which is 24th in per
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capita personal income, 73rd in per capita adjusted property tax

base, 55th in per capita 1% local sales tax, and 33rd in per

capita intangibles tax distribution.)

2. Analysis without consideration of the additional

1/2% local sales and use tax

a. Impact on the county tax rate of meeting its

responsibilities under Senate Bill 49 -1987-88

The committee reviewed the impact of the increased cost

requirements of Senate Bill 49 on the property tax rate in each

county. The table in Appendix I of this report analyzes this

impact for the 1987-88 fiscal year, without consideration of the

1/2% local-option sales and use tax. (Please note that these

tables give data only for the 92 counties for which all data was

available. Also, please note that data on property tax rates and

values are for the 1985-86 fiscal year; therefore, conclusions

that may be drawn from the analyses are only rough

approximations.

)

Columns (1) through (4) of the table contain data on per

capita personal income and the per capita adjusted property tax

base, two of the most commonly used measures of ability to pay.

Column (5) gives the county name. Column (6) shows the counties'

cost requirements for 1987-88 under Senate Bill 49, without the

1/2% local option sales and use tax. (In this column, parentheses

indicate that the county would experience a deficit under Senate

Bill 49.) Column (7) indicates how much a county that does not

levy the additional 1/2% tax would have to raise its 1985-86

property tax rate to fund its responsibilities under Senate Bill

49 for 1987-88. Column (8) shows the percent by which the county

would have to increase its property tax rate.

For the 1987-88 fiscal year, this table shows that, at one

end of the spectrum, Madison County would have to increase its tax

rate by 65.8 cents or 73%, Northampton County would have to

increase its tax rate by 55.7 cents or 50.5%, and Swain County

would have to increase its tax rate by 48.9 cents or 108.7%. At
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the other end of the spectrum, Wilson County could decrease its

tax rate by 24 cents or 36.9% and Bertie County could decrease its

tax rate by 27.2 cents or 41.2%.

b. Ability of counties to meet their responsi-

bilities under Senate Bill 49 if they adopt

the average statewide adjusted tax rate -

1987-88

The Committee then considered whether the counties that would

need additional funding to meet their obligations under Senate

Bill 49 are currently makircj as much effort (through the property

tax rate) as other counties. The table in Appendix J of this

report showp the effect on ability to pay for Senate Bill 49 if

all counties made an average tax effort. (Please note that these

tables give data for only 85 counties.)

Column (1) is the county name. Column (2) shows the

additional revenue a county would receive if its property tax rate

were the adjusted statewide average. (This figure is the product

of the adjusted tax rate and the average statewide adjusted tax

rate of 53.2 cents. The adjusted tax rate is derived by dividing

the current tax levy by the adjusted tax base. (See page 22 for a

discussion of adjusted tax base.))

If the figure in Column (2) is positive, it means that the

county would receive additional revenue if it adopted the

statewide average tax rate; Alexander County would, for example,

receive $2,780 dollars in additional revenue if it adopted the

statewide average tax rate. If the figure in Column (2) is

negative, it means the county's tax idte is already higher than

the statewide average ana that it would receive less revenue if it

adopted the statewide average tax rate; Anson County would lose

$1,014,421 if it adopted the statewide average tax rate.

Column (3) is the additional cost a county would incur under

Senate Bill 49. (Parentheses indicate the county would experience

a deficit under Senate Bill 49).
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A comparison of columns (3) and (4) shows the effect each

county's using the statewide average tax rate on its ability to

meet its financial responsibilities under Senate Bill 49.

Alexander County, for example, needs an additional $803,883 to

meet its responsibilities under Senate Bill 49 for the 1987-88

fiscal year. It would raise an additional $2,780 by adopting the

average tax rate. Thus, after adopting the average rate,

Alexander County would still be unable to meet its

responsibilities under Senate Bill 49.

Another situation can be illustrated by Anson County. It

needs an additional $1,076,382 to meet its financial

responsibilities under Senate Bill 49. However, it would lose

$1,014,421 by adopting the average tax rate. Thus, Anson County

cannot meet its requirements under Senate Bill 49 even with its

above-average tax effort.

Ashe County needs an additional $410,537 to meet its

financial responsibilities under Senate Bill 49. It would raise

an additional $828,533 by adopting the average tax rate. Thus, it

could more than meet its needs by adopting the statewide average

adjusted property tax rate.

The final category is illustrated by Avery County. Avery

County can meet its needs without adopting the statewide average

adjusted property tax rate.

For the 1987-88 fiscal year, the table in Appendix J

indicates that of the 85 counties analyzed, an estimated 31% are

now spending more for their public schools than they would be

required to spend under Senate Bill 49. (See, for example, Avery

County.) An estimated 18% of all counties could meet their

obligations under Senate Bill 49 if they adopted the statewide

adjusted average tax rate. (See Ashe County). An estimated 19%

of the counties could not meet their obligations even if they

adopted the statewide adjusted average tax rate. (See Alexander

County.) Finally, an estimated 32% of the counties already have a
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tax rate above the statewide adjusted average and still cannot

meet their obligations under Senate Bill 49. (See Anson County.)

These analyses show a "worst case" situation because they do

not take into account the additional 1/2% local-option sales and

use tax authorized by the 1986 Session of the General Assembly and

because the financial burden on the counties under Senate Bill 49

will be greatest for the 1987-88 fiscal year. Also, the cost of

meeting school construction needs is a major component of the

analysis and the Committee expressed concerns about the data that

was used on school constru'~t i on needs. (See pages 13 and 14 of

this report.) Another point is that these analyses assumed a ten

year time f-ame for meeting school construction needs; in some

cases, that was apparently not the time frame that was used in

estimating the school facility needs for the county.

A final point is that the counties that could meet their

costs under Senate Bill 49 without additional resources may have

issued school bonds, set aside money each year for school

facilities, or diverted spending from other areas to meet their

public school needs. These counties may feel they have a fiscal

need to reduce the property tax rate or a chance to catch up

spending in other areas.

c. Impact on the county tax rate of meeting its

responsibilities under Senate Bill 49 -

1992- 93

The picture improves somewhat by the 1992-93 fiscal year for

most but not all counties. For 1992-93, the table in Appendix K

shows the impact of the increased cobt requirements of Senate Bill

49 on the property tax rate in each county; that is, how much a

county that can not meet its cost requirements under Senate Bill

49 would have, to raise its property tax rate to do so.

For the 1992-93 fiscal year, the table in Appendix K shows

that, at one end of the spectrum, Madison County would have to

increase its tax rate by 87.5 cents or 97.1%; Graham County would

have to increase its tax rate by 47.3 cents or 91.7%, and Swain
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County would have to increase its tax rate by 46.3 cents or

102.9%. At the other end of the spectrum, Wilson County could

decrease its tax rate by 32.9 cents or 50.6% and Pitt County could

decrease its tax rate by 31.6 cents or 49.2%.

d . Ability of counties to meet their responsi-

bilities under Senate Bill 49 if they adopt the

average statewide adjusted tax rate - 1992-93

The table in Appendix L shows the estimated impact on each

county of adopting the statewide average property tax rate. At

the statewide average property tax rate, an estimated 52% of the

counties can meet their financial responsibilities under Senate

Bill 49 for the 1992-93 fiscal year; an estimated 48% of the

counties analyzed would still experience increased costs under

Senate Bill 49. An estimated 13% of the counties could meet their

obligations under Senate Bill 49 if they adopted the statewide

adjusted average tax rate. An estimated 15% of the counties could

not meet their obligations even if they adopted the statewide

adjusted average tax rate. An estimated 20% of the counties

already have a tax rate above the statewide adjusted average and

still could not meet their obligations under Senate Bill 49.

3. Analysis considering the additional 1/2% local-

option sales and use tax

a. Impact on the county tax rate of meeting

its responsibilities under Senate Bill 49 -

1987-88

The picture also improves when we consider the additional

1/2% local-option sales tax authorized by the 1986 General

Assembly. The Committee considered the impact on the counties of

meeting their financial obligations under Senate Bill 49 in light

of the new tax. The tables found in Appendix M through P of this

report replicate the analyses done in Appendix I through L. These

tables assume however, that all counties levy the tax and that all

counties use the proceeds of the tax to supplement and not
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supplant the funds they are currently using for school

facilities .

The tables in Appendix M show the impact of the increased

cost requirements of Senate Bill 49 on property tax rates in each

county for tne 1987-88 fiscal year if all counties levy the

additional 1/2% local sales and use tax and if they commit 60% or

100% of the additional tax revenues to school facilities.

b . Ability of counties to meet their responsi-

bilities under Senate Bill 49 if they adopt

the ave ra ge statewide adjusted tax rate -

1987-88

The CorPTiittee considered whether the counties that would

still need additional funding for the 1987-88 fiscal year, after

levying the additional 1/2% local sales and use tax, to meet their

obligations under Senate Bill 49 are currently making as much

effort (through the property tax rate) as other counties. The

table in Appendix N shows the effect on ability to pay for Senate

Bill 49 if all counties made an average tax effort.

Column (1) is the county name. Column (2) shows the

additional revenue a county would receive if it adopted the

statewide average property tax rate. (See page 24 for an

explanation of how this column was derived.) Column (3) shows the

cost requirements under Senate Bill 49 of a county that does not

levy the additional 1/2% local sales and use tax. Column (4)

shows the cost requirements under Senate Bill 49 of a county that

levies the additional 1/2% tax and uses 60% of its revenue from

the tax to increase its appropr iatic.s for schools. Column (5)

shows the cost requi rempp.ts under Senate Bill 49 of a county that

levies the additional 1/2% tax and uses 100% of its revenue from

the tax to increase its appropriations for schools.

A comparison of column (2) and columns (3), (4), and (5) of

the table in Appendix N shows the following for the 1987-88 fiscal

year :
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% COUNTIES UNABLE
TO COMPLY WITH SB49

CUMULATIVE DEFICIT

SB49
WITHOUT
1/2%

SALES TAX



d. Ability of counties to meet their

responsibilities under Senate Bill 49 if they

adopt the average statewide adjusted tax

rate - 1992-93

The table in Appendix P considers whether the counties that

would still need additional funding for the 1987-88 fiscal year,

after levying the additional 1/2% local sales and use tax, to meet

their obligations under Senate Bill 49 are currently making as

much effort (through the property tax rate) as other counties.

The table shows the effect on ability to pay for Senate Bill 49 if

all counties made an average tax effort.

A comparison of column (2) and columns (3), (4), and (5) of

the table in Appendix P shows the following for the 1992-93 fiscal

year :

% COUNTIES UNABLE
TO COMPLY WITH SB49

CUMULATIVE DEFICIT

SB49
WITHOUT
1/2%

SALES TAX



% OF COUNTIES
UNABLE TO COMPLY
WITH AVERAGE
TAX EFFORT;
CURRENT EFFORT
ABOVE AVERAGE 20% 19% 141

% OF COUNTIES
ABLE TO COMPLY
WITH CURRENT TAX
EFFORT 52% 70% 76%

CUMULATIVE SURPLUS $203.4 mil. $261.9 mil. $307.1 mil.

The summary tables above show that for the 1987-88 fiscal

year, with 60% of the 1/2% local-option sales and use tax, an

estimated 58% of the counties can meet their financial

responsibilities under Senate Bill 49 at their current tax rate;

an estimated nine percent more could meet their financial

responsibilities if they adopted the statewide property tax rate.

Thus, 67% of the counties could meet their financial

responsibilities for 1987-88 if they levied the tax, used 60% of

it for school facilities, and either maintained their current

level of expenditures for schools or adopted the statewide average

property tax rate.

With 100% of the 1/2% local-option sales and use tax, an

estimated 68% of the counties can meet their financial

responsibilities under Senate Bill 49 for the 1987-88 fiscal year

at their current tax rate; an estimated 6% more could meet their

financial responsibilities if they adopted the statewide property

tax rate. Thus 74% of the counties could meet their financial

responsibilities for the 1987-88 fiscal year if they levied the

tax, used 100% of it for school facilities, and either maintained

their current level expenditures for schools or adopted the

statewide average property tax rate.

Adopting the statewide average property tax will, of course,

help some counties to meet their financial responsibilities under

Senate Bill 49. However, even if they levied the tax, used 100%

of it to increase their appropriations for schools, and adopted
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the statewide average property tax rate, 26% of the counties could

not meet their financial responsibilities for the 1987-88 fiscal

year

.

The picture improves somewhat by 1992-93. By that year, only

17% of the counties could not meet their financial requirements by

1992-93 if they levied the tax, used 100% of the proceeds to

increase their appropriations for schools, and adopted the

statewide average property tax rate.

VI. Alternatives to Senate Bill 49

A. Senate Bill 49, as amended so that the State assumes

responsibility for funding school maintenance and

cu stodial personnel and, in the 1987-88 fiscal year, the

counties assume full responsibility for funding school

utility costs.

At the request of several education groups appearing before

the Committee, the Committee considered whether Senate Bill 49

should be amended so that the State would assume responsibility

for funding all school maintenance and custodial personnel and,

effective with the 1987-88 fiscal year, the counties would assume

full responsibility for funding school utility costs. The amount

this would cost the State and save the counties each year would be

$56 mi llion

.

1. County responsibilities and resources available to

meet them

The tables found in Appendix Q of this report show the

counties' ability to meet their financial obligations under Senate

Bill 49, as amended so that the Strt would assume responsibility

for funding all school maintenance and custodial personnel and the

counties would assume full responsibility for funding school

utility costs, if the counties levy the additional 1/2% sales

tax

.

For the 1987-88 fiscal year, the tables in Appendix Q may be

summarized as follows:
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# OF COUNTIES
UNABLE TO COMPLY

CUMULATIVE
DEFICIT

SB 49

WITH 1/2%
SALES TAX

(60%)

42

$ 31.9 mil.

SB49
WITH 1/2%
SALES TAX
(100%)

32

$ 18.3 mil,

SB49 AS
AMENDED
WITH 1/2%
SALES TAX

(60%)

36

$ 25.5 mil.

SB49 AS
AMENDED
WITH 1/2%
SALES TAX

(100%)

30

$ 13.7 mil,

# OF COUNTIES
ABLE TO COMPLY

CUMULATIVE
SURPLUS

58

$116.6 mil.

68

$156.3 mil.

64

$134.8 mil.

70

$176.3 mil.

For the 1992-93 fiscal year, the tables in Appendix Q may be

summarized as follows:

# OF COUNTIES
UNABLE TO COMPLY

CUMULATIVE
DEFICIT

SB 49

WITH 1/2%
SALES TAX

(60%)

30

$ 21.2 mil.

SB49
WITH 1/2%
SALES TAX
(100%)

24

$ 13.2 mil.

SB49 AS
AMENDED

WITH 1/2%
SALES TAX

(60%)

24

$ 8.7 mil.

SB49 AS
AMENDED

WITH 1/2%
SALES TAX

(100%)

$ 5.1 mil,

# OF COUNTIES
ABLE TO COMPLY

CUMULATIVE
SURPLUS

70

$261.9 mil.

86

$307.1 mil.

76

$345.7 mil.

91

$395.3 mil,

Clearly, if the State relieves the county of the burden of

funding all school maintenance and custodial personnel and the

counties assume the burden of funding all school utility costs,

the counties would be better able to meet their financial

responsibilities toward the public schools. For 1987-88, the

analysis shows that under Senate Bill 49 with 60% of the

additional 1/2% local-option sales and use tax, 42 counties would

be unable to meet their responsibilities and their cumulative

deficit would be $31.9 million; under Senate Bill 49 with the
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funding swap and with 60% of the tax, the number of the counties

unable to meet their responsibilities would drop to 36 and the

cumulative deficit would drop to $25.5 million. For 1987-88, the

analysis shows that under Senate Bill 49 with 100% of the

additional 1/2% local-option sales and use tax, 32 counties would

be unable to meet their responsibilities and their cumulative

deficit would be $18.3 million; under Senate Bill 49 with the

funding swap and with 100% of the tax, the number of the counties

unable to meet their responsibilities would drop to 30 and the

cumulative deficit would drop to $13.7 million.

By the 1992-93 fiscal year, if the Basic Education Plan is

fully funded by the State, more counties will be better able to

meet their financial responsibilities under Senate Bill 49, as

amended so that the State assumes funding responsibilities for

school maintenance and custodial personnel and the counties assume

funding responsibilities for all school utilities, effective with

the 1987-88 fiscal year. For 1992-93, under Senate Bill 49, the

analysis shows that with 60% of the additional 1/2% local-option

sales and use tax, 30 counties would be unable to meet their

responsibilities and their cumulative deficit would be $21.2

million; under Senate Bill 49 with the funding swap and with 60%

of the tax, the number of the counties unable to meet their

responsibilities would drop to 24 and the cumulative deficit would

drop to $8.7 million. For 1992-93, under Senate Bill 49, the

analysis shows that with 100% of the additional 1/2% local-option

sales and use tax, 24 counties would be unable to meet their

responsibilities and their cumulativu deficit would be $13.2

million; under Senate Pill 49 with the funding swap and with 100%

of the tax, the number of the counties unable to meet their

responsibilities would drop to 90 and the cumulative deficit would

drop to $5.1 million.
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2. Counties' ability to meet their financial

responsibilities

The tables in Appendix R through Appendix U of this report

show the counties' ability to meet their financial obligations

under Senate Bill 49, as amended so that the State would assume

responsibility for funding all school maintenance and custodial

personnel and the counties would assume responsibility for funding

all school utility costs effective with the 1987-88 fiscal year,

at the current property tax rate and at the statewide average

property tax rate.

a. Impact on the county tax rate of meeting

its responsibilities under Senate

Bill 49, as amended - 1987-88

The tables in Appendix R show the impact of the increased

cost requirements of Senate Bill 49, as amended, on property tax

rates in each county for the 1987-88 fiscal year if all counties

levy the additional 1/2% local sales and use tax and if they

use 60% or 100% of the additional tax revenues to supplement their

appropriations for schools.

b. Ability of counties to meet their

responsibilities under Senate Bill 49, as

amended, if they adopt the average statewide

adjusted tax rate - 1987-88

The table in Appendix S considers whether the counties that

would still need additional funding for the 1987-88 fiscal year,

after levying the additional 1/2% local sales and use tax, to meet

their obligations under Senate Bill 49, as amended, are currently

making as much effort (through the property tax rate) as other

counties. The table shows the effect on ability to pay for Senate

Bill 49, as amended, if all counties made an average tax effort.

Column (1) is the county name. Column (2) shows the additional

revenue a county would receive if it adopted the statewide average

property tax rate. (See page 24 for an explanation of how this

column was derived.) Column (3) shows the cost requirements under
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Senate Bill 49 of a county that levies the additional 1/2% tax and

commits 60% of its revenue from the tax to school facilities.

Column (4) shows the cost requirements under Senate Bill 49 of a

county that levies the additional 1/2% tax and commits 100% of its

revenue from the tax to school facilities. Column (5) shows the

cost requirements under Senate Bill 49, as amended, of a county

that levies the additional 1/2% tax and uses 60% of its revenue

from the tax to increase its appropriations for schools. Column

(6) shows the cost requirements under Senate Bill 49, as amended,

of a county that levies thp additional 1/2% tax and uses 100% of

its revenue from the tax to increase its appropriations for school

facilities.

A comparison of column (2) and columns (3), (4), (5), and (6)

of the table in Appendix S shows the following for the 1987-88

fiscal year

:



% OF COUNTIES
UNABLE TO COMPLY
WITH AVERAGE
TAX EFFORT;
CURRENT EFFORT
ABOVE AVERAGE 24^ 18% 16% 17%

% OF COUNTIES
ABLE TO COMPLY
WITH CURRENT TAX
EFFORT

CUMULATIVE SURPLUS

58% 68% 64% 70%

$116.6 mil. $156.3 mil. $134.8 mil. $176.3 mil.

c. Impact on the county tax rate of meeting

its responsibilities under Senate Bill 49, as

amended; ability of a county to meet its

responsibilities under Senate Bill 49 if it

adopts the average statewide adjusted tax

rate - 1992-93

The tables in Appendix T and Appendix U replicate for the

1992-93 fiscal year the analyses done for the 1987-88 fiscal year

in Appendix R and Appendix S. The results of this analysis may be

summarized as follows:

% COUNTIES UNABLE
TO COMPLY WITH SB49

CUMULATIVE DEFICIT

SB49
WITH 1/2%
SALES TAX

( 60%

)

30%

$21.2 mil.

SB49
WITH 1/2%
SALES TAX

(100%)

24%

$13.2 mil.

SB49 AS
AMENDED

WITH 1/2%
SALES TAX

(60%)

14%

$ 8.7 mil,

SB49 AS
AMENDED
WITH 1/2%
SALES TAX
(100%)

9%

$ 5.1 mil.

% OF COUNTIES
UNABLE TO COMPLY
WITH CURRENT
TAX EFFORT; ABLE
TO COMPLY WITH
AVERAGE EFFORT 5% 7% 3% 1%
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% OF COUNTIES
UNABLE TO COMPLY
WITH AVERAGE
TAX EFFORT;
CURRENT EFtORT
BELOW AVERAGE 6% 3% 3% 2%

% OF COUNTIES
UNABLE TO COMPLY
WITH AVERAGE
TAX EFFORT;
CURRENT EFFORT
ABOVE AVERAGE 19% 14% 8% 6%

% OF COUNTIES
ABLE TO COMPLY
WITH CURRENT TAX
EFFORT 70% 76% 86% 91%

CUMULATIVE SURPLUS $261.9 mil. $307.1 mil. $345.7 mil. $395.3 mil.

The summary tables above show that for the 1987-88 fiscal

year, with the funding swap, if the counties levy the 1/2% local

sales and use tax and use 60% of it for school facilities, 69% of

the counties can meet their financial obligations to the public

schools either at their present property tax rate or at the

statewide average property tax rate; 67% could meet their

obligations without the funding swap. With the funding swap, if

the counties apply 100% of the additional 1/2% sales and use tax

to school facilities, 75% of the counties could meet their

obligations for the 1987-88 fiscal year; without the funding swap,

74% could meet their responsibilities.

For the 1992-93 fiscal year, with the funding swap and with

all counties applying 60% of the a-^c.-tional 1/2% local-option

sales and use tax to school facilities, an estimated 89% of the

counties could meet their obligations either at current levels of

funding for =?chools or by adopting the average statewide property

tax rate; if the counties apply 100% of the tax to school

facilities, an estimated 92% could meet their responsibilities.

Without the funding swap, an estimated 75% could meet their

responsibilities with 60% of the sales tax and an estimated 83%
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could meet their responsibilities with 100% of the tax for school

f aci 1 i t ies

.

B. Senate Bill 49, as amended so that the State assumes

responsibility for funding school maintenance and

custodial personnel and all school clerical personnel

and the counties assume full responsibility for funding

all school utility costs effective, with the 1987-88

fiscal year

The Committee also considered whether Senate Bill 49 should

be amended so the State would assume responsibility for funding

all school maintenance and custodial personnel and all school

clerical personnel and the counties would assume responsibility

for funding all school utilities costs, effective with the 1987-88

fiscal year. The State will assume all responsibility for funding

clerical personnel under the Basic Education Program; under this

amendment, the State would assume this responsibility immediately

instead of throughout the implementation of the Basic Education

Program.

The net cost to the State of assuming responsibility for

funding all school maintenance and custodial personnel, if the

counties assume responsibility for funding all school utility

costs effective with the 1987-88 fiscal year, and the total

savings to the counties would be $56 million per year. The effect

this would have on individual counties was analyzed on pages 32

through 38 of this report.

The total additional cost to the State of assuming

responsibility for funding all clerical personnel contemplated in

the Basic Education Program, July 1, 1987, instead of throughout

the implementation of the Basic Education Program would be $46.2

million per year. It is impossible to compute how much this would

save the counties because the State does not have data on how much

the counties are currently spending for clerical personnel.

Some counties are currently doing without adequate clerical

personnel. These counties would of course receive the benefit of
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having adequate clerical personnel if the State assumed

responsibility for paying for the extra personnel positions; no

county funds would be freed up by the State funding these

positions because the positions are currently nonexistent.

VII. Alternate allotment proposal for State-funded assistant

principals and State-funded school secretaries.

The Committee considered an alternate allotment proposal for

State-funded assistant principals and State-funded school

secretaries, which was proposed by the North Carolina

Principals/Assistant Principals Association. A copy of this

proposal may be found in Appendix V.
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RECOMMENDATIONS

Pursuant to the direction of Chapter 790 of the 1985 Session

Laws, the Legislative Research Commission's Committee on the

School Finance Act, after having reviewed the information

presented, makes the following recommendations to the 1987 General

Assembly:

RECOMMENDATION 1: SENATE BILL 49 (3RD EDITION), A BILL TO BE
ENTITLED AN ACT TO ESTABLISH STATE AND LOCAL FUNDING
RESPONSIBILITIES FOR THE UNIFORM SYSTEM OF FREE PUBLIC SCHOOLS,
WHICH WAS CONSIDERED BY THE 1985 GENERAL ASSEMBLY, SHOULD BE
ENACTED BY THE 1987 GENERAL ASSEMBLY WITH TWO AMENDMENTS - THE
BILL SHOULD BE AMENDED (i) TO GIVE THE STATE FULL RESPONSIBILITY
FOR FUNDING ALL SCHOOL MAINTENANCE AND CUSTODIAL PERSONNEL AND
(ii) TO GIVE THE COUNTIES FULL RESPONSIBILITY FOR FUNDING ALL
SCHOOL UTILITY COSTS EFFECTIVE WITH THE 1987-88 FISCAL YEAR.

I. Support for the goals of Senate Bill 49, as amended

There is overwhelming support for the main purpose of Senate

Bill 49 - to redefine and clarify the responsibilities of the

State and local governments for funding the public schools.

The staff of several organizations concerned about school finance,

however, including the North Carolina Association of County

Commissioners, the Department of Public Instruction, the North

Carolina School Boards Association, and the North Carolina

Association of School Administrators urged that Senate Bill 49 be

amended so that the State would assume full responsibility for

funding all public school maintenance and custodial personnel and

the counties would assume full responsibility for funding all

school utility costs. Everyone appearing before the Committee

expressed concern that the funding responsibilities of the State

and local governments have been blurred over time - in some cases

to the detriment of school operations and school facilities.

Everyone appearing before the Committee felt that Senate Bill 49,
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with this one adjustment in funding responsibilities, would do

much to rectify this problem.

The General Statutes and the history of school finance in

North Carolina give the State the primary responsibility for

funding the operating expenses of the public schools and local

governments the primary responsibility for funding school

facilities. The current practice, however, is that many counties

make significant financial contributions toward school operations

and many counties anticipate that the State will make significant

financial contributions tovard school facilities. In some local

school administrative units, this has worked well. In others,

with no lev^l of government clearly shouldering responsibility for

funding different aspects of the public school program, it is

difficult for the State government, the county governments, or the

people of the State to see that the job gets done.

In recent years. North Carolina has begun to reexamine and

reaffirm its long-standing commitment to providing for a general

and uniform system of free public schools and for equal

educational opportunity for every child. Part of this effort is

the Basic Education Program, a program that describes the

education program to be offered to every school child in the State

and commits the State to funding the operating expenses of the

program. Another part of this effort is the attempt to redefine

funding responsibilities for the public schools that is contained

in Senate Bill 49.

II. Issues addressed by Senate Bill 49, as amended

A. Delineation of State an d lo^al responsibilities for

public schools

Senate Bill 49, with the proposed amendments, does four

things. First of all, it sets out exactly what the State and the

counties are required to pay for. The counties are required to

pay for the following:
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(1) School buildings, related furniture, and apparatus

adequate to meet the requirements of the Basic Education

Program;

(2) School property insurance;

(3) Necessary expenses for the governing boards of the

several local school administrative units such as per

diem, subsistence, and mileage for local board

meetings, any liability insurance they opt to have, and

any legal defense of board members or employees they opt

to provide; and

(4) School utility costs.

The State is required to pay for all other costs of the Basic

Education Program under the bill, as amended.

Senate Bill 49, without the amendments, requires the counties

to pay the costs of school maintenance personnel. It also

requires the counties to pay part of the costs of school custodial

personnel and part of the costs of school utilities prior to full

implementation of the Basic Education Program and to pay all of

the costs of school custodial personnel and all of the costs of

school utilities after full implementation of the Basic Education

Program. The Committee decided to amend these provisions for

three reasons. First of all, the North Carolina Association of

County Commissioners, the Department of Public Instruction, the

North Carolina School Boards Association, and the North Carolina

Association of School Administrators urged that the provisions be

amended so that the State shouldered the full costs of school

maintenance and custodial personnel. Secondly, the school

maintenance and custodial personnel expressed their preference to

be treated as State employees. Finally, by funding this

additional part of the costs of school facilities, the State is

making more counties better able to meet the financial obligations

assigned to them by Senate Bill 49.

The bill, as amended, also states that counties can opt to

pay for items the State is required to fund and the State can opt
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to pay for items the counties are required to fund. Thus, the

citizens of a given county could decide to provide their children

with a better education than that currently funded in the Basic

Education Program. Also, the State could decide to improve school

facilities either where there is critical need or statewide.

B. Local maintenance of effort

Second, Senate Bill 49, as amended, requires the counties to

maintain their current level of appropriations for education until

the Basic Education Program is implemented or until June 30, 1993

(the projected date for f u^ 1 implementation of the Basic Education

Program), whichever is sooner. This requirement makes the bill

complement Hie State's funding of the Basic Education Program. As

the State provides more and more money for school operating

expenses via the Basic Education Program, the bill requires the

counties to keep the total per pupil expenditures for school

operating expenses at least as high as it was for the 1984-85

fiscal year. The bill also requires the counties to use any funds

they save when the State increases its share of school operating

costs to increase the counties' contributions for school

facilities costs. Finally, the bill provides that the Local

Government Commission can waive these maintenance of effort

provisions if a county shows it can provide for its public school

capital needs without them.

C. Redefinition of what local boards of education can

legally compel the county commissioners to pay for

Third, Senate Bill 49, as amended, narrows what the local

boards of education can legally rompei the county commissioners to

pay for. The currpnt 'Iz.w contains a mechanism by which a local

board of education can compel the county commissioners to provide

sufficient finds "to support a system of free public schools".

The bill changes the current law so the local board of education

can only compel the county commissioners to pay for those

responsibilities for funding the public schools that the General

Assembly assigns to counties. This provision of the bill both
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narrows and clarifies what is a very broad and general standard

under current law. Under the narrower and clearer standard, the

local board of educations would be better able to determine what

they should take the county commissioners to task for and the

county commissioners would be better able to determine their

responsibilities.

D. Categorical funding

Finally, Senate Bill 49, as amended, states the intent of the

General Assembly to fund school operations in categories. The

bill directs the State Board of Education to develop appropriate

categories and present them to the General Assembly. The General

Assembly would approve the categories and begin to appropriate

funds in them.

The current method of State funding for public schools

narrowly limits what the funds can be used for. This constraint

makes it extremely difficult for local boards of education to try

out different ideas that may be better suited to their local

circumstances or that may even serve as a model for the State as a

whole. A pilot program to permit some small amount of flexibility

in expenditures of State funds has given the State some experience

with the concept of categorical funding for schools. Participants

in the pilot program urge that the concept be pursued with

adequate safeguards and oversight.

III. Concerns about the counties' ability to meet the financial

responsibilities assigned to them by Senate Bill 49

A major concern that the 1985 General Assembly had when it

considered Senate Bill 49 was whether local governments could meet

the financial responsibilities assigned to them by Senate Bill 49.

This concern was one of the things that prompted this study by the

Legislative Research Commission and it was the issue that this

Committee spent the most time and effort deliberating.

It is clear throughout this report that the data the

Committee analyzed was often imprecise. The Committee's analysis

did, however, show that, without the 1/2% local-option sales and
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use tax authorized by the 1986 Session of the 1985 General

Assembly, an estimated 69% of the counties would be unable to meet

their financial responsibilities under Senate Bill 49 for the

1987-88 fiscal year at their current level of appropriations for

public schools. If the counties levied the additional 1/2% local-

option sales and use tax authorized by the 1986 Session of the

General Assembly and used 60% of it to supplement their

appropriations for school facilities, an estimated 42% could not

meet their financial responsibilities under Senate Bill 49. If

they used 100% of the additional tax to supplement their

appropriations for public schools, 32% still could not meet their

financial responsibilities under Senate Bill 49 for the 1987-88

fiscal year. Even if the counties levied the additional tax, used

100% of it to supplement appropriations for schools, and raised

their property tax rate to the statewide average and used the

money from the property tax increase to supplement appropriations

for public schools, an estimated 26% of the counties could not

meet their financial responsibilities under Senate Bill 49 for the

1987-88 fiscal year.

These statistics are somewhat better if the State assumes

responsibility for funding all school maintenance and custodial

personnel and the counties, in 1987-88, assume full responsibility

for funding all utility costs. The cost to the State for the

1987-88 fiscal year would be $56 million. If the counties were

relieved of this responsibility, they would be better able to meet

their obligations under the bill. The concerns would not,

however, disappear. Under Senate Lixi 49, as amended, if the

counties levied the additional 1/2% local-option sales and use tax

authorized by the 1986 Session of the General Assembly and used

60% of it to supplement their appropriations for school

facilities, an estimated 36% could not meet their financial

responsibilities under Senate Bill 49, as amended. If they used

100% of the additional tax to supplement their appropriations for

public schools, 30% still could not meet their financial
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responsibilities under Senate Bill 49, as amended, for the 1987-88

fiscal year. Even if the counties levied the additional tax, used

100% of it to supplement appropriations for schools, and raised

their property tax rate to the statewide average and used the

money from the property tax increase to supplement appropriations

for public schools, an estimated 26% of the counties could not

meet their financial responsibilities under Senate Bill 49, as

amended, for the 1987-88 fiscal year.

There are a number of possible reasons why a county might

have a problem meeting the requirements of Senate Bill 49, as

amended. A significant reason for most "problem counties" is

below-average fiscal capacity. Many of these counties are in

rural or remote areas of the State and have not shared in the

"wealth" of industrial development that has taken place in the

major urban areas and in a few rural areas. These counties have

low property values and income levels and do not have the retail

sales base of other areas.

Another significant reason is that a county may have a large

backlog of school facility needs. This backlog may have been

caused by past inability to pay for school facilities or past

unwillingness to commit funds for school facilities.

A final reason that a county could not meet its financial

requirements under Senate Bill 49, as amended, is that special

needs in other areas of a county's budget may have preempted

spending on school facilities. The cutback in federal aid since

1981 and the specific loss of $117 million of federal revenue

sharing funds has placed a great burden on the counties in North

Carolina .

Although the Committee continues to be concerned about the

apparent inability of some counties to meet the financial

obligations assigned to them in the bill, the Committee recognizes

that this problem is not caused by the bill. The duty of the

counties to provide for school facilities and the current backlog

of school facility needs antedate Senate Bill 49. The enactment
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by the 1986 General Assembly of the additional 1/2% local-option

sales and use tax did much to alleviate the problem of inability

to pay.

Senate Bill 49, as amended, may, in fact, do much more to

alleviate the problem of inability to pay. The bill, in effect,

redirects the counties to focus their resources and efforts on

school facilities. This in and of itself may cause the counties

to reexamine their priorities and place more emphasis on school

facility needs. Also, the bill directs the counties to use for

school facilities any loca^ funds that are freed up as the State

provides more money for school operating costs. The statistics

the Committf-e developed indicate that as the State fully funds the

Basic Education Program and as the counties use funds freed up by

increased State appropriations for school operating costs, the

counties are better able to meet their financial requirements

under the bill. The influx of new State funds for school

operating costs coupled with the maintenance of effort provisions

greatly lessen the problems of inability to pay.

The Committee finds that Senate Bill 49, as amended, is a

major step toward improving educational opportunities for every

school-age child in North Carolina. Lingering concerns about the

counties' ability to pay indicate only that, like any other major

piece of legislation, the School Finance Act may need to be fine-

tuned by subsequent General Assemblies.

RECOMMENDATION 2: THE GENERAL ASSEMBLY SHOULD CREATE A SPECIAL
FUND, ADMINISTERED BY THE STATE BOAR"^ OF EDUCATION, TO HELP THE

COUNTIES WITH THE GREATEST SCHOO^ FACILITY NEEDS RELATIVE TO THEIR
AVAILABLE RESOURCES TO MEET THEIR MOST CRITICAL SCHOOL FACILITY
NEEDS. TEN MILLIO^ DOLLARS SHOULD BE APPROPRIATED TO THE FUND FOR

THE 1987-88 FISCAL YEAR.

Even with the new revenues the 1986 Session of the General

Assembly provided to local governments in the form of the

additional 1/2% local-option sales tax, the analyses in this

report indicate that certain counties will be unable to meet their
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financial responsibilities under Senate Bill 49 as amended. The

biggest reason these counties cannot meet their responsibilities

is their great backlog of school facility needs. Many of these

counties are rural in nature, and with a declining farm economy

and a loss of federal aid, have no resources to improve their

f aci 1 i ties

.

The loss of federal revenue-sharing is extremely important in

this regard because approximately one-third of these revenues were

distributed on the basis of ability to pay; that is, poorer

counties received a greater relative share. Also, the formula

provided additional funds to those poor counties that made an

above average tax effort. Finally, a significant proportion of

federal revenue-sharing funds were used for school facilities.

In looking at ways to provide additional assistance to

counties in meeting their school facility needs, the Committee is

aware of numerous constraints. For one thing, it will be much

more difficult to increase state and local sales taxes in the

future because these taxes are no longer deductible under federal

tax reform. In addition, if Congress decides to live under the

Gramm-Rudman-Hollings legislation next year, federal aid to the

State could be reduced as much as 8%. Also, the overall economy

has been growing at a slower rate for the past two years and there

seems to be no prospect that this outlook will improve. The farm

and manufacturing economies continue to be faced with long-term

problems. Finally, a continued commitment by the State to the

Basic Education Program and the Career Development Program will

eliminate almost all of the revenue available to the State for new

projects or to increase funding for existing projects.

The overall fiscal outlook for 1987-88 leads the Committee to

conclude that any State initiative to provide further assistance

to counties must be limited in scope. To limit the funding level

of such a State initiative and to still have a substantial impact,

the Committee decided to target the new program to those poor

counties having the most pressing needs. Spreading the assistance
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too far would lead to a situation in which the help would not be

meaningful

.

The Committee decided that a "critical needs" fund approach

should be used to target State assistance to those counties whose

school facility needs are greatest in relation to their resources.

Such an approach was considered by the 1985 General Assembly in

Senate Bill 431. Senate Bill 431 would have increased the State

sales and use tax by 1/2% and used the proceeds for public school

capital construction. The bill would have earmarked up to 5% of

the proceeds of the tax earh year to be used "for demonstration

projects, emergency projects, and other special projects, as the

State Board (of Education) deems appropriate." Five percent of

the annual proceeds of the tax proposed in Senate Bill 431 would

have been around $10 million per year.

The Committee recommends that a Special Fund to Meet Critical

School Facility Needs be created in the Department of Public

Education. The fund should be administered by the State Board of

Education. In light of the fiscal situation in the State, the

Committee recommends an appropriation of $10 million for the 1987-

88 fiscal year to the fund.

The Committee is wary of the General Assembly or the State

Board of Education trying to set any single formula under which

funds from the fund should be allocated. The available statistics

on school facility needs and the fiscal ability of the counties to

meet those needs are too imprecise to be used in any mathematical

formulas

.

Instead of allocation formulas, the Committee recommends that

the legislation creatini^ the fund contain specific criteria that

the State Board of Education must consider in deciding how to

allocate assistance. These criteria should include:

(1) The total amount of school facility needs relative to

the per pupil needs.
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(2) Specific information on school facility needs that shows

the critical nature of the needs.

(3) Whether the county's plans to improve school facilities

would bring the facilities into compliance with

statewide standards for school facilities as established

by the State Board of Education.

(4) The per capita income of the county.

(5) The per capita taxable property level of the county, as

compared to other counties that are required to revalue

their property the same year as the applicant county.

(6) The property tax effort of the county, relative to other

counties that revalue their property the same year as

the applicant county.

(7) The effort the county has made to meet its school

facility needs.

(8) Any pressing non-school needs that would force a county

to divert its resources from school facilities.

A county that wanted money from the fund would apply to the

State Board of Education for funds for a particular critical

project, not just for funds to meet school facility needs in

general. The application would contain information on how the

critical need for which funds are requested would be met, how much

State money is required, and how much the county plans to

contribute to the project. The application would also include an

analysis of the school facility needs of the county and a long-

range plan for meeting those needs. At the request of the county

commissioners or a board of education in a county, the State Board

of Education shall provide technical assistance in facility

planning to a county submitting an application for funds for a

project .

The Committee feels that this fund offers a reasonable first

step toward helping poor counties meet their school facility

needs. As the State provides additional funds for the Basic

Education Program and as it gets more experience with a School

-51-



Finance Act, if enacted, the General Assembly may want to increase

or decrease the amount appropriated to the fund or to find other

ways to provide assistance to these counties.

A draft of a bill containing this recommendation may be found

in Appendix W of this report.

RECOMMENDATION 3: THE STATE BOARD OF EDUCATION SHOULD DEVELOP AND
REPORT TO THE GENERAL ASSEMBLY ON STATEWIDE STANDARDS FOR SCHOOL
FACILITIES ADEQUATE TO MEET THE REQUIREMENTS OF THE BASIC
EDUCATION PROGRAM. THE STANDARDS SHOULD BE PHASED IN OVER TIME
AND SHOULD "GRANDFATHER IN" OLD BUILDINGS FOR THE PROJECTED LIFE
OF THOSE BUILDINGS.

A major problem the Committee encountered in the course of

its work ir that it is impossible to determine with any degree of

certainty or uniformity the school facility needs of each

county. There are no clear statewide standards in force as to

what are adequate facilities to accommodate the Basic Education

Program. Without this clarity, it is difficult to judge the

reasonableness of information on school facility needs compiled by

the Department of Public Instruction. The Committee experienced

great difficulty in trying to analyze the ability of the counties

to meet their financial responsibilities under Senate Bill 49

because of uncertainty about just how much adequate school

facilities - the greatest component of the counties'

responsibility - would cost.

Also, it is difficult to hold the counties accountable for

providing adequate school facilities if there is no clear standard

to compare them to. If North Carolina is to follow through on its

commitment to provide for a genp''al and uniform system of free

public schools anr" for equal educational opportunity for every

child, the State must set a basic standard for school facilities

that must be met by every school in every county of the State.

A reliable standard for school facilities would also be

helpful to the Local Government Commission when it considers

petitions to lift the restrictions on the expenditure of revenue

from the 1983 1/2% local-option sales and use tax and the 1986
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1/2% local-option sales and use tax. The General Statutes require

counties that levy these taxes to use a certain percent of the

revenue from the taxes for public school capital outlay purposes.

The law allows counties that can otherwise provide for their

public school capital needs to petition the Local Government

Commission to waive this limitation. The Commission must issue a

written decision on the petition stating the findings of the

Commission concerning the public school capital needs of the

petitioning county. Statewide standards would give the Commission

a uniform yardstick by which to make its determination and its

findings

.

Statewide standards would have to be phased in over time and

existing structures would have to be grandfathered in. Obviously,

the counties could not be expected to bring their school

facilities into compliance with new standards immediately. To

require immediate compliance with new standards would place an

unreasonable burden on the counties. It would also involve large

expenditures of scarce funds to modify buildings that are

adequate, at least in the short run.

The State Board of Education should be primarily responsible

for developing the standards. The State Board has the expertise

available to it in the Department of Public Instruction and it has

the constitutional mandate to supervise and administer the system

of free public schools.

A draft of a bill containing this recommendation may be found

in Appendix X.

RECOMMENDATION 4: THE DEPARTMENT OF REVENUE SHOULD BE REQUIRED TO
PERFORM SALES-ASSESSMENT RATIO STUDIES FOR ALL 100 COUNTIES.
ADDITIONAL FUNDING FOR THIS PURPOSE SHOULD BE APPROPRIATED TO THE
DEPARTMENT OF REVENUE FROM INTANGIBLES TAX REVENUES. THE COUNTIES
SHOULD BE REQUIRED TO ASSIST THE DEPARTMENT OF REVENUE IN
PERFORMING THESE STUDIES.

Sales-assessment ratio studies examine the relationship

between the assessed value of certain classes of property and the

market value of the property. The primary purposes of the studies
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are to check the reliability of real property revaluation in a

county, to compare assessment efforts between counties, and to

determine fiscal capacity and tax effort for use in State aid

formulas

.

Practically all states have had a mechanism for requiring

periodic sales-assessment ratio studies in place for years. A

major reason for these studies was the existence of equalization

formulas - often, court-ordered equalization formulas. The first

such study in North Carolina took place in 1984-85, at the

direction of the General A^^sembly. That study was performed by

the Department of Revenue, with existing Departmental resources

and county assistance, using January 1, 1984 assessed values. The

result of this study is shown in the table in Appendix Y. Column

2 in the table shows the relationship of each county's assessment

of real property to the property's market value as of January 1,

1984. The range of values is from 28.3% in Gates County to 98.5%

in Surry County. (For counties that revalued in 1984, the range

is from 59.4% in Rutherford County to 97.8% in Iredell County).

Since the Department of Revenue study, the only other sales-

assessment ratio studies performed in North Carolina were done by

the railroads for use in lawsuits in federal district court.

These studies cover only the counties subject to the lawsuit and

will not be repeated in the future unless further litigation takes

place .

In response to the lawsuit by the railroads, the 1985 General

Assembly enacted legislation requiring that the tax value of

public service property be adjusted downward in the year of a

revaluation and in cert-r.in years thereafter according to sales-

assessment ratio studies. These studies will be performed by the

Department of Revenue on a schedule of about 40 per year. The

Department told the Finance Committees of the House and Senate

that it could meet this schedule without additional financial

resources .
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A similar bill backed by the railroad industry, House Bill

842, came close to enactment during the 1986 Session. This bill

provided that railroad property would be adjusted downward to the

level at which other real property was revalued in the year of a

revaluation and in certain years thereafter. The adjustments

would be based on sales-assessment ratio studies by the Department

of Revenue with the assistance of the counties. These studies

would have been performed on a schedule of 60 to 65 per year. The

Department felt that additional financial resources would be

required to perform that many studies a year.

Legislation similar to House Bill 842 is currently under

review by the Property Tax System Study Committee. It is likely

that the 1987 General Assembly will give such a bill serious

review .

One reason this Committee's conclusions regarding the fiscal

capacity and tax efforts of the various counties are as imprecise

as they are is that the special sales-assessment ratio study it

used was performed back in 1984. Thus, there is no way under the

staggered octennial revaluation schedule for real property to

compare data on the current property tax base in different

counties with any certainty. There is no prospect for future

sales-assessment ratio studies of all 100 counties.

The Committee finds that it is essential that, like most

other states. North Carolina perform annual sales-assessment ratio

studies for every county. Senate Bill 49 would assign the

counties financial responsibility for certain costs of the public

schools, principally public school facility costs. Without sales-

assessment data, the General Assembly will never be able to

determine whether the counties can meet the costs assigned to them

under Senate Bill 49; therefore, there will always be uncertainty

about whether the State should help the counties in meeting these

costs, how much help the State should provide, and how the State

should target the help it provides. Also, future studies of

school finance and school facility needs will be seriously

-55-



hampered. Finally, the General Assembly will have difficulty in

monitoring the effects of Senate Bill 49 or another School Finance

Act.

The Committee notes that there are a number of other reasons

to recommend annual sales-assessment ratio studies. First of all,

40% of the counties already must be reviewed annually under the

1985 legislation. Under legislation the 1987 General Assembly is

likely to consider, at least 60% of all counties would be studied

annually. Second, data from annual sales-assessment ratio studies

could be used in the contir'jing efforts to modernize the property

tax system. Finally, there is a good basis for annual studies of

all 100 counties since in 1984 a statewide study was performed.

The proceeds from the intangible tax would be an appropriate

source of funds for sales-assessment ratio studies. The net

proceeds of the tax are distributed to the counties and cities.

Prior to this distribution, an amount is appropriated by the

General Assembly for the operations of the Ad Valorem Tax Division

of the Department of Revenue and for property tax assistance

provided by the Institute of Government. The only step required

to implement this recommendation is a provision authorizing the

Department of Revenue to use intangibles tax revenues for the

studies. No additional State funds would be required.

A draft of a bill containing this recommendation may be found

in Appendix Z

.

RECOMMENDATION 5: THE LEGISLATIVE RESEARCH COMMISSION SHOULD
DIRECT THE STUDY ON THE SCHOOL FINANT^ ACT TO CONTINUE TO MONITOR
SCHOOL FINANCE DURING THE 1987-8"" FISCAL BIENNIUM.

Due to the complexity of the issues involved, the major

commitment the General Assembly has made and continues to make to

funds for the public schools, and the critical importance of

school finance to the citizens of the State, the Committee

recommends that the Legislative Research Commission continue the

Study on the School Finance Act during the 1987-89 fiscal

biennium. The Committee feels that it is extremely important that
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a School Finance Act be enacted by the General Assembly. If the

1987 Session fails to do so, the Committee will need to do more

work on such a bill. If the 1987 Session enacts a School Finance

Act, it, like any other major piece of legislation, will need

monitoring and fine-tuning.

The Committee is especially concerned about the great backlog

of school facility needs across the State. The Committee feels

that Senate Bill 49, along with the new 1/2% local-option sales

tax, would do much to alleviate this backlog but it will not

alleviate it over night. Also, there may be counties where the

counties' ability to pay for public schools and the level of State

funding for education are simply not adequate to get the job done

;

if this proves to be the case, the Committee may need to consider

other mechanisms to provide assistance.

A draft of a resolution containing this recommendation may be

found in Appendix AA.
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Ai'l'KNniX A

CUAPTBB 790
SBNATE EILL 636

k» ACT tOTtCBIZIVG STODIBS BT THE LBCXSLATIfB BBSEABCB
COSfllSSIOH, BAKJIIG TECUHXCAL ABEB08BITS THBBBTO, AID TO BAKE
0TU8B AflBNOBBNTS.

Tbo Gooeral Aosaably of Bortb Cacolioa eoacts:
Section I.. Studies Autbocizsd. . The LogislatiVQ

Bssoarch coaaissioo aaf atody th« topics listed bolo*. . Listed
with each topic is the 1985 bill oc resolution that origioallT
proposed tbo issoe or stady and tba naae of tb« spoosor. . Tb«
coaaissioD aay consider tbe original bill or resolation in
detorainiog tbe natare, scop* and aspects of tbe stady. The
topics are:

(03) school Pinaoce Act (S. D. . 8a6-Taf t).

Sec. 3. Reporting Dates. For eacb of tbe topics tbe
Loqisiative Besearch Cooaission decides to study under tbis act
oc pursuant to G.S. 120-30.17(1), the Coaaission aay report its
findings, togctber witti any recoaaendod legislation, to tbe 1987
Geoorai Asscably, or tbe Coaaission aay aake an interia report to
the 1986 Session and a final report to tbe 1987 General Asseably.

Sec. 1. Dills and Besolution Deferences. Tbe listing
of tbe original bill oc resolution in tbis act is for reference
purposes only and sball sot be decaed to have incorporated by
reference any of tbo i.ubstantive provisions contained in tbe
original bill oc resolution.

Sec. 6. . Tbla act is affect if • upon ratification.
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 1985

SENATE JOINT BESOLUTION 848

Sponsors: Senators Taft, Winner; Warren, Hardison, Smith.

Referred to; Appropriations.

July 9, 1985

1 A JOINT BESOLUTION AUTHORIZING THE LEGISLATIVE RESEARCH

2 COMNISSIOM TO STUDY THE FISCAL IMPACT OF SENATE BILL 49. .

3 Whereas, the Senate has approved Senate Bill 49 which

4 delineates the financing responsibilities of the State, the

5 counties, and the local boards of education for public elementary

6 aud secondary education; and

7 Whereas, this bill will be considered oy the House of

8 Representatives when the 1985 General Assembly convenes for the

9 negular Session of 1986; and

^^ Wnereas, there is a critical need for additional

11 detailed information regarding the budgetary and fiscal

12 implications of Sentato Bill 49, especially the impacts upon

13 local government expenditures for puhlic education;

I'l Now, therefore, bt; it r-'solved by the Senate, the House of

Representatives concurring:

^® Section 1. The Legislative Research Commission may

^^ study the division of State and local government responsibilities

1 R for financing the public school system which is proposed in

senate Bill 49. The Commission may review the phased approach to

full funding of the Basic Education Lrogram by July I, 1993,
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1 proposed by the State Board of Education. The Coamission nay

2 -jtudy the [iresent itvei of local appropriations for public

3 scftoois, and t ne buiidinq needs of the public school system in

Ix orii< c to determine whether the proposed financing

5 ro spon^ibi IL ties for local governaents contained in Senate Bill

6 49 can be addressed by existing local financial resources. The

7 Comaiission nay review the Public School Budget and Fiscal Control

8 Act to determine whether the existing system of budgeting,

9 accounting and fiiical control is compatible with the assignment

10 of responsibilities proposed in Senate Bill 49.

11 Sec. 2. The Commission may call upon the Department of

12 t uiilic Education and representatives of local governments

13 diT'octly involved in the financing of public schools to

II4 pauticipate in the study of Senate Bill 49. The Superintendent

15 of Public Instruction and the Controller to the State Board of

16 Education shall ensure that their staff cooperate fully with the

17 Cominission.

18 Sec. 3. The Commission shall make a final report of its

19 recommendations to the 1985 General Assembly, fiegalar Session

20 19<36.

21 Sec. 4. This resolution is effective upon ratification.

22

23

21

25

26

^l

28

^ Senate Joint Hesolution 8 48
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B
GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 1985

SENATE BILL 49
CoBBittee Substitute Adopted 6/21/85

Third Edition Engrossed 7/1/85

Short Title: Public School i^unding. (Public)

Sponsors: Senator
~

Beferred to; Education *

February 22, 1985

1 A BILL TO BE ENTITLED

2 AN ACT TO ESTABLISH STATE AND LOCAL PONDING BESPOHSIBILITIES FOB

3 THE UHIFOBa SYSTEfl OF FBBE PUBLIC SCHOOLS..

U Shereas, North Carolina has a long-standing coaiitBent

5to providing for a geaeral and uniforn systea of free public

6schools and for equal educational opportunity for every child;

7 and

8 Whereas, it is a nationwide problem that the quality and

9the quantity cl the school programs is in part dependent upon

lOHhere a child lives; and

U hhereas, no one approach to solving this problen of

12iQequity has been widely accepted as the best solution; and

13 Whereas, in North Carolina, total State funding of

lli school operating costs would assure that an acceptable level of

l^educational opportunity is available for every school child; and

16 Whereas, because the needs of local school systems are

17not uniform throughout the State, local school boards must have

l8the power and the duty to tailor certain elements of their

19educational systems to their local educational needs; and

20
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1 KV><^ 3as, StP te funds for education operating exper iS

2 should primarily be allocated to local school adninistcative

3 units r 1 thti basis of the nuober of pupils served so that the

[, local school boards caa qear their expenditures to '^•jrving pupil

5 learning; and

6 Whereas, county governments may enhance the level of

7 educational opportunity funded by the State with local

8 suppleoeotal funds; and

9 Whereas, North Carolina's tradition of dual funding -

10 that is the tradition of having the State fund school operating

11 costs and the counties the capital costs - has been blurred over

12 time, in some cases to the detriment of adequate school

13 curriculum and school facilities; and

llj Whereas, the counties* duty to provide adequate school

15 facilities to support the educational program funded by the State

16 should be clearly defined; and

17 Where^.?,. it is imperative that local school boards

18 operate the public school system efficiently, so as to provide

19 the school children the best possible education at the minimum

20 cost to the taxpayers; and

21 Whereas, the State Board of Education, acting pursuant

2 to G.S. 115C-81, has defined a basic *>ducation program; and

j3 Whereas, the Pnblic Education Policy Council, after a

2Li thorough analysis of North Carolina's public education program,

25 found that it was e:jsential to clarify State and local funding

^'6 responsibilities so as to assure equal educational opportunity

tr-r every school child in North Carolina; Now, therefore,

'^ The General Assembly of North Carolina enacts:
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1 '^ ction 1.. Financial Responsibility.. G. S. 115C-'. is

2 amender' by adding the following subsection:

3 "(q, The traditional partnership between State and local

li funding sources is hereby made a part of the statutory framework

5 undergirdinq the public school systea of the State by the

6 following definition of responsibility for funding the Basic

7 Education Program for Mczth Carolina's Puolic Schools. Local

8 boards of education and boards of county commissioners are

9 authorized and directed to fund from local sources all facility

10 construction and renovation costs; all facility maintenance

11 costs; all facility operations costs, including insurance,

12 custodial and energy costs; and all necessary expenses of the

13 governing boards for the local school adninistratiTe units. The

lU state Board of Education is authorized and directed to fully fund

15 on an incremental basis within funds appropriated by the GeneraJ

16 Assembly all other costs of the Basic Education Program."

17 Sec. 2. . Intent. It is the intent of the General

18 Assembly tha;. effective July 1, 1987, State funds for the

19 operation of the Basic Education Program be allocated to local

20 administrative units in categories to be developed by the State

21 Board of Education and approved by the General Assembly. Toward

22 that end, the State Board of Education shall develop a plan for

23 implementing this new allocation method and shall report that

2I4 plan to the 1986 General Assembly..

25 Sec. 3. Schedule of Implementation. The following

26 schedule of impleinentation shall apply to those financing

responsibilities assigned to the several boards of county

28

Senate Bill 49 3
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1 coBBissiuDC. . and locai boards of education in Section 1 of < ' .s

2 act.

3 (a) Effective July 1, 1986, the several boards of

Li county cominissioners and Iz zr.l boards of edacatJ.jn shall be

5 solely responsible for financing from local sources the costs of:

6 (1) providinq ucfaool buildings, related furniture, and

7 apparatus adequate i o meet the requircnents of the

8 Basic Education Prograa;

9 (2) school maintenance personnel;

10 (3) school property insurance pursuant to G.S. 1 1 Se-

ll 534;

12 (*) necessary expenses for the governing boards of the

13 several local school adainistr ative units pursuant

11 to G.S. 1150-38, n5C-'42, and 115C-43. .

15 (b) Upon full i nplementation of those eleaents of the

16 Basic Education Prograa that are the financial responsibility of

17 the State, t".*- costs of school utilities and the costs of

18 custodial personnel shall be paid solely fron local funds. In

19 this interiffl, the General Assembly shall appropriate sufficient

20 funds to maintain a share of these costs no less than the

21 proportion of these expenditures paid from State funds in fiscal

year 198 4-85.

23 Sec. 4. Hair*;Gnance of Effort. [S-(a) ] During the

2I4 period of tisn*^ in which the Basic Education Program is being

25 implemented but not beyond June 30, 1993, the several boards of

county commissioners shall appropriate sufficient funds to the

^i ^jcal Current Sxppnse Fund of their local boards of education to

8 assure that these funds, when added to State funds appropriated

4 Senate Bill 49
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1 by the " iieral Ar.oembly for the operating costs of - jlic

2 schools., are not less than the coBbined anouot available on a per

3 pupil basis from those sources during fiscal year 1984-85. . iny

h reductions in operating o>'T<c.r.3es trom county appi priations shall

$ be reflected by increases io capital iBproTeaents and aaintenance

6 operations, reduction of capital debt, and/or appropriations to

7 capital reserve funds for :>ch<,ols, . In calculdtipg the anount of

8 local ooney to be appropriated, county conn is si oners shall use

9 official estiaates of pupil population and allotment data

10 provided by the State Board of Education.

11 (b) Tbe Local Governnent Coaaission Bay, upon petition

12 by a county, authorize a county to use part or all of its tax

13 revenue otherwise required by subsection (a) for any lawful

m purpose. The petition shall be in the fori prescribed by the

15 Local Government Coamission and shall deaonstrate that the county

16 can provide for its public school capital needs without

17 restricting the use of part or all of the local tax dollars

18 replaced by State appropriations to the county for this purpose.

19 In making its decision, the Local Governaent Coaaission

20 aay consider information frou sources other than the petition..

21 The Coaaission shall issue a written decision on each petition

'2 stating the findings of the Connission concerning the public

23 school capital needs of the petitioning county and the percentage

21 of revenue otherwise restricted by subsection (a) that aay be

25 used by the petitioning county for any lawful purpose..

?6 Decisions of the Commission allowing counties allowing

27 counties to use a percentage of their tax revenue that would

28 otherwise be restricted under subsection (a) for any lawful
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1 purpose are final and shall continue in effect until the

2 riistrictions imposed by those suDsections expire, & county whose

3 petition is ut-nied, in k?hoie jr in part, by t hp Commission may

U subsequently sub nit a new petition to the Co nun is r.i on.

7 */f xxW'/'ti/ ^XA^a /./.jLit^/-/-/)i^Y^$. %w w»^0 iisi)tnmxXfi» ?tmtxx4 ^^

8 pX0XX9iitt XX V/^/ XXW-Z^^fAX^/ Xfi X)iXXY X^^^ft^ii X^XXX ti/iXtfiX 0X

9 9tX%^-^tXXfi XXXXX X^XXXXXX XXXXfXXi* XX<XtXi0 XXXXX XXX0X XX XXfSXXX

10 XXiCX IX XXXXXXXX ^VX ^Xfi-'/'X Xi3£ XXXXXX^aXXXX tXXXXXX AXX^X XX XXX

11 2X ^xxxrxff- fXf <xY%x^ XXX AXXXftx X raxxxgx AXX xx xxxxxx xtxxx

12 XXXXX XXIX l&iiX^ XXHX y^VXX XXXXXXtX XXXX XXXX XXX HfXXXXX XlXXX

13 XXX<X XXX XJiHX AXXXa X-XXrXi 'AXV^XXXX tXX XXXXX XXXXXXXXfi fXXXXXX

\\x *X-i ^^X nXlt^VXXXi* H^XXXf^ XXXi/X XX AXXXf- XXXX XX tXXXXXXXXXXJ

15 XXXXXX XXX XY'Xf'XXXX XX4XXXXXX ta XXXX XX XVX Xff ii*.XiXXXXXX Xt XXX

16 XX^ytXXXXXXXl PXXXXXX XX XXXXX XXXXX Xd XXX Xt^^:-XXXX

17 \xxxxx XXX xxxxx xxx^ixxxx xxxxxxx XX xxxxx f'-f.xxxxx xxxxx yxxxxx

18 XX XX)iXXXXXX XXXXX XaXXXXXX XXXX/XXX<X XXXXXXX xxxxx xxxxx XX

19 }^X<XXXt XXfLX XXX 4. r-ii^XXX XXXXXX XX XUX WXXXXXX XXXXXXXX tXX XXXX

20 ^XXXXX XXXfX XX Xw XX Xa xxxxx XW X<fMXXXX XXXfXXXX xxxxxtxxxtx

21 fxxxx> XXX xxxxxx xxxxxi^xx^ ftxxxi xx':fxxfxxx xxxn xxxxx fxx xxxxx

22 XX^Xt XXnXX *XXX XXXXXXXX ^XMXX XX<* *9'g!K/l*f3 XXXXXX xxxxx X0

2 3 T^XXiXX 'XXXXt XXXXX XXXX XXXX yxmi"- xxxxx XX%XXXXX XXXX XXXX XXX

2I4 \xxxxyxxxx axff/xxx xxxxx x-xxx xptxxt^xxxx xx xxxx xxxxx IXXXXX

25 xxvxvxr/ XX'X xxxxx xxaxxxxxx vxxxtxx xxt XXX xxxxxxxxx xxxxx

2b xxxixx xjf xxxxx XXXX x/- XXXXXxxxxxsiX XXXXXX xxi xHxxxxxx xxxxxxxxx

dl ax XXM *X XXX XXXXXXXXXXXXX 0f XXX xxxxxxxxxax^i xxxxxxx XX

28 txvixx ^xxxx XX XfiX xxxxxxxxx
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2 ff0ili<^X 0/ 0k3t tiL00fi X)if( €lLtt0*tXl fW0f!i %lLiX/^Uft HlfttttAit 1tX0Ji0

3 njc^/ jjL^ %iL%%%^0 UXXi X0fi^ 0t fMtt)^0t^ ifi ^tt.itkiL y jtyij^^agti jii

a xg tVf. pt0^ii0X 0t fXt^ "^r^:^ t)fiit 0viK^fifLXXt X.IM^M. ^jLXX/ylXi.^

5 0jr^t0g0 0Xui'^ 4X%0/

6 W^fit ftji^0pXX0»*X ^j[t^^00XiLg0^.»/ ^¥0 fX^tti t>0$iti. 0t l^)i0fLXX0n

7 UH t¥t*XX Hiitl/0t0 Xt00 Xk>: HAiLy/jtX^ti 0it0Xitgie ,i//.<t i6XXfi04 XH0

8 ATx^xHrja 0X0X0 0Xr^0 f0t 000U 0X000 J ii0i Xi(0 00xX00» atXX^ X00^0

9 t0X X00000X0 00X 00X X0 X¥^ 00^XX00/ WX0/ti0 00t0XXX0f. 00iHiX

10 X0X4 00t00X0fU 0)^0XX 00 ^X00X000^ X0 XV0 )6X000X0X X0tfitX X000Xt0iL

11 jBar ^/^x xx%^-^xxA0YAiy/y^

12 [S-ji0^/ ^/][S-Sec. 5.] Arbitration of Disputes. (a)

13 G. S. 115C-4J1(d) is anended in the first sentence by deleting the

llj words "to th«^ local current expense fund, or the capital outlay

15 fund, or both, by the board of county cosmissioners is not

16 sufficient to support a systea of free public schools" and

17 substituting : lie words "by the county commissJ.onors ;g finance

18 the responsibilities assigned by the General Asseobly to county

19 governnents in G.S. n5C-81(g)".

20 (t>) G.S. 115C-431 (c) is amended in the second sentence

?1 by deleting the words "aaintain a system of free public schools"

^2 and substituting the words "finance those responsibilities

23 assigned by the General Assembly to county governments in G.S.

2h n5C-8 1 (g) ".

?5 (c) G.S. 115C-43 1(c) is further amended in the last

.: sentence of the first paragraph by deleting the words "to

aaintain a system of free public schools" and substituting the

Senate Biix 49
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1985

1 words "to finance those responsibilities assigned by the General

2 Assembly to county governments in G. S. . 1 15C-81 (g) ",

3 (d) G.S. 115C-131(d) is amended in the first sentence

li
by deleting the words "for deposit in the local current expense

5 fund".

5 I S- ;i0^/ 7/][S-Sec. 6. ] Additional Appropriations.

7 Nothing in this act shall prohibit the General Assembly from

8 providing funds for the financing responsibilities assigned to

9 the boards of county commissioners and local boards of education

10 in Section 1 ol this act or prohibit the boards of county

11 commissioners and local boards of education from providing funds

12 for the financing responsibilities assigned to the General

13 Assembly in Section 1 of this act.

11 [S-jiftgl/ jr/][S-Sec. 7.] This act shall become effective

15 July 1, 1986.

16

17

18

19

20

21

22

23

2a

2$

26

^7

28
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APTKNnjX E

Analysis of SB. 49

Senate Bill 49 assigns to the state responsibility for
the instructional program in public schools and to county
commissions responsibility for school construction, mainte-
nance and operation of schools, audits, property insurance,
and school board expenses. Following is a description of
each county's responsibilities under S.B. 49 and the re-
sources avai lable to meet them in 1987-88.

Steps in Calculating Resources:

1. We determined local capital outlay appropriations
for 1985-86.

2. We added local capital reserve appropriations for
1985-86, but did not include bond receipts or any
non-recurring sources of revenue.

3. We estimated 198S-86 local current expense appro-
priations for maintenance and operation of plant,
property insurance, governing board, and audits.

4. We assumed that the balance of current expense
funds were being used for the instructional pro-
gram. We then adjusted this balance to reflect
the portion of the Basic Education Program that
will have been funded. <ln 1987-88 this is 28.

S

percent, and 1988-89 is 43.9 percent.)

5. We added to these items current state allotments
for custodians, energy, and maintenance directors.

,*

Steps in Calculating Pe spons i b i I i t I•

:

1. We subtracted accumulated capital reserves from
total facility needs and divided the result by 10.

2. We estimated costs for maintenance and operation
of plant, including one maintenance director per
unit, one maintenance worker for every 400 students,
one custodian for every 210 students, supplies and
equ i pmen t, and all energy costs.

3. We added to these two Items estimated school board
expenses, property Insurance, and audits in current
do I I a r s .

The accompanying table was prepared by the Department
of Public Instruction in cooperation with the North Carolina
Association of County Commissioners.
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fify n t> f\J /

Est. Resources S,B. ^9 Difference

•Alamance r,E03.331 $6>'i't3,195 $1,355,136

Burlington City «0 tO

Ale;;ander $l,i|03,5b3 $2.207,'(s6 ($303,883)

Alleghany »6i6,72'i $623. m98 ($6,77<tl

Anson $lr70'»,'t0't $2,730,73t ($1,076,382)

Ashe $!,'i35,033 $l,3't5.574 ($'•10,537)

Avery $983,757 $962, '187 $26,270

Beaufort $3,757,133 $3,952,949 ($195,316)

Washington City $0 $0

Bertie $2,899,723 $1, 435, £32 $l.'il4,A92

Bladen $3,078,166 $3,520,899 ($'i«,733)

Bruns^acli $3,863,729 $2,870,105 $993,62'(

Buncombe $12,500,113 $12,9't'i,9't9 ($<i'i'i,836)

AEheville City $0 $0

Burke $t, 262, 730 $6,953,922 ($2,691,192)

Cabarrus $5,799,050 $8,411,797 ($2,642,747)

f.annapolis City $0 $0

Cald;fell $4,622,760 $4,85i,132 ($231,372)

Caiden $471,927 $555,781 ($83,854)

Carteret $3,219,591 $3, 02-, 917 $196,674

Caswell $1,411,941 $1,567,853 ($155,913)

CataNba $8,543,350 $7,455, J75 $1,088,275

Hickory City $0 $0

Newton City $0 $0

Chathaa $3,693,573 $2,713,246 $980,327

Cherokee $1,302,027 $1.925.6o3 ($623,635i

Chroan $1,261,746 $1,865,203 ($603,45?)

Clay $396,001 $474,892 ($78,890)

Cleveland $5,731,418 $8,410,802 ($2,679,384)

Kings f!ountain C $0 $0

Shelby City $0 $0

Coljfibus $4,100,585 $6,501,935 ($2,401,350)

Hhiteville City $0 $0

Craven $5,443,281 $7,152,216 ',$1,708,937)

Cuiuerland $16, 7"!, 218 $15,930,755 $860,462

Currituck $1,233,920 $1,854,606 ($620,686)

Dare $1,559,441 $1,134,362 $425,079

Davidson $7,214,2^6 $9,164,776 ($1,950,530)

Le-ington City $) 50

Thcaasville City $0 $0

Davia $l,310,3t' ll,783,E!3 $22,127

Duplin $2,946,235 $3,339,743 ($943,503)

Durhau $14,578,160 $15,305,042 ($726,382)

Dui-hai5 City $0 $0

Ed-eco«b? $3,211,370 $3,349,114 i$i37,245)

Tarboro "ity $') $C

Fc,r=.;/th $20,028,195 $15.3-.3.63; $4,18^,562

Franklin $2,912,413 $3,913,348 ($1,005,930)

Fran-iinton City $0 $0

Gaston $10,522,503 $9,189,247 $1,333,261

Gates $718,956 $369,920 ($150,964!

Grahas $426, 03"= Jl.r2,52a '$746,487)

l?r8,v.ille $3,555,073 $2,766,744 $793,333
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[ChXparHon of ftvaiUMe ReE'urces and S.B. m9 Local Responsifciht.EE - I''''?-';;

Est. Resources S.B. *' Difference

AUsan:e $3,918,t7<t t4,'iit8.1<?5 «,A7fl,279

Burlington City $0 *0

Alexander tlj^tSKSOS ii,iC)TMb (t75&,2W

Alleghany U90,7S0 «SE3,<i9a $67,222

Anson *l,B5't.353 «, 780.786 i«926,'i281

Ashe 41,783,500 $1,8')5,57A ($57,07ii:

Avery I. ,218, 125 «962,'i87 $255,638

Beaufort $*,'(29,3't3 $3,952,949 $'t76,394

Washington City $0 $0

Bertie $2,961,321 $1,A85,232 $1,*76,589

Bladen $3,395, hCi $3,520,899 ($125, 't95)

BrunswKi; $5,02^1,000 $2,870,105 $2,153,895

BuncDUbe $17,526,'t00 $12,9AA,9'i9 $'(,581, 451

Asheville City $0 $0

Burke $5,501,873 $6,953,922 ($l,'t52,0A9)

Cabarrus $7,279,9ii0 $8, HI, 797 ($1,161,857)

Karnapolis City $0 $0

Caldwell $5,82'!, 219 $'i,85S132 $970,087

Catden $537,065 $555,781 ($18,716)

Carteret $3,35^1,507 $3,022,917 $831,590

Caswell $1,389,832 $1,567,853 ($178,021)

Catawba $12,005,029 $7,455,075 $4,549,954

Hickory City $0 $0

Newton City $0 $0

Chatham $4,467,696 $2,713,246 $1,754,450

Cherokee $1,182,719 $1,925,663 ($742,944)

Choxar. $1,552,456 $1,865,203 ($312,747)

Clay $393,000 $474,892 ($81,892)

Cleveland $6,404,414 $8,410,802 ($2,006,388)

Kings Mountain C $0 $0

Shelby City $0 $0

Columbus $4,256,726 $6,501,935 ($2,245,209)

HhiteviUe City $0 $0

Craven $5,797,486 $7,152,218 ($1,354,732)

Cuaberland $22,720,7''a $15,930,755 $6,789,991

Currituck $1,862,590 $1,854,606 $7,984

Dare $2,560,000 $1,134,362 $1,425,638

Davidson $3,292,331 $9,164,776 (*fi72.395)

Lexington City $0 $''

Thcuasville City $'i $)

Dsvie $2,2o2,7h2 $1,783,213 $4^4.529

Duplin $2,921,305 $3,589,743 ($963,433)

Durhas! $18,919,111 $15,305,042 $3,614,069

Durham Cuy $0 $0

EdgeccBbe $4,051,545 $3,649,114 $202,431

Tfrtorc City $0 $0

Forsvth $3;, 224, 380 $15,843,633 $20,380,74''

Franklin $3,361.13o $3,918,343 ($557,162)

Franklinton City $0 $0

Gaston $14,447,240 s9. 139,247 $5,257,993

Gates «?80,874 $369,920 $110,954

Grfham $392,774 $1,172,526 ($77'', "S?'

Gran'.iUe $3,773,50? $2,766.74'. $1,006,756
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ESTIMATED COST OF SB49 FOR 1987-88

WITHOUT SALES SALES
COUNTY SALES TAX- TAX-
NAME TAX 60% 100%

Alamance $1,355,136 $2,518,986 $3,294,890
Alexander (803,883) (348,649) (45,158)
Alleghany (6,774) 143,843 244,255
Anson (1,076,382) (716,210) (476,094)
Ashe (410,537) (31,223) 221,654
Avery 26,270 251,937 402,382
Beaufort (195,816) 376,809 758,561
Bertie 1,414,492 1,718,426 1,921,050
Bladen (442,733) (184) 294,850
Brunswick 993,624 1,671,603 2,123,591
Buncombe (444,836) 1,694,604 3,120,904
Burke (2,691,192) (1,675,823) (998,907)
Cabarrus (2,642,747) (1,277,378) (367,127)
Caldwell (231,372) 656,229 1,247,966
Camden (83,854) 20,659 90,335
Carteret 196,674 760,683 1,136,691
Caswell (155,913) 237,646 500,020
Catawba 1,088,275 2,495,933 3,434,376
Chatham 980,327 1,503,852 1,852,870
Cherokee (623,635) (325,812) (127,262)
Chowan (603,457) (425,819) (307,393)
Clay (78,890) 41,879 122,392
Cleveland (2,679,384) (1,589,201) (862,409)
Columbus (2,401,350) (1,672,568) (1,186,711)
Craven (1,708,937) (635,115) 80,770
Cumberland 860,462 4,343,808 6,666,050
Currituck (620,686) (381,898) (222,705)
Dare 425,079 641,831 786,333
Davidson (1,950,530) (320,260) 766,592
Davie 22,127 460,175 752,208
Duplin (943,508) (378,580) (1,959)
Durham (726,882) 958,791 2,082,579
Edgecombe (637,245) 16,979 453,131
Forsyth 4,184,562 7,045,437 8,952,697
Franklin (1,005,930) (490,792) (147,365)
Gaston 1,333,261 3,354,209 4,701,514
Gates (150,964) 4,766 108,587
Graham (746,487) (641,823) (572,047)
Granville 788,333 1,291,623 1,627,151
Greene (847,116) (573,333) (390,810)
Guilford 5,917,156 9,305,939 11,565,139
Halifax (1,554,872) (881,578) (432,713)
Harnett (2,479,440) (1,619,595) (1,046,362)
Haywood (41,835) 600,419 1,028,590
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ESTIMATED COST OF SB49 FOR 1987-88

WITHOUT SALES SALES
COUNTY SALES TAX- TAX-
NAME TAX 6 0% 100%

Henderson $859,220 $1,899,191 $2,592,508
Hertford (174,464) 131,156 334,904
Hoke (1,804,314) (1,459,932) (1,230,343)
Hyde 66,247 172,456 243,262
Iredell (2,450,464) (1,305,417) (542,049)
Jackson (513,569) (59,128) 243,834
Johnston (49,662) 1,069,556 1,815,705
Jones ($24,739) $136,726 $244,370
Lee (493,462) (3,943) 322,405
Lenoir (1,262,646) (470,486) 57,623
Lincoln (307,922) 393,147 860,529
Macon 876,220 1,236,111 1,476,040
Madison (1,335,180) (1,084,686) (917,689)
Martin 115,554 504,568 763,912
McDowell (718,660) (139,302) 246,939
Mecklenburg 21,129,850 25,677,830 28,709,832
Mitchell (551,563) (340,478) (199,754)
Montgomery (812,872) (492,163) (278,356)
Moore 747,965 1,458,389 1,932,007
Nash (586,845) 253,603 813,904
New Hanover 4,222,831 5,600,690 6,519,267
Northampton (1,895,130) (1,590,903) (1,388,084)
Onslow (1,587,133) 176,157 1,351,690
Orange 1,500,454 2,424,895 3,041,192
Pamlico (24,087) 150,712 267,245
Pasquotank (448,707) (86,988) 154,159
Pender (326,847) 49,675 300,691
Perquimans (500,397) (362,883) (271,207)
Person (406,730) 51,919 357,687
Pitt 5,066,392 6,157,909 6,885,591
Polk (948,840) (738,207) (597,784)
Randolph (200,085) 1,131,275 2,018,853
Richmond (954,430) (380,134) 2,732
Robeson (4,889,620) (3,476,509) (2,534,430)
Rockingham (2,176,6o5) (1,091,252) (367,506)
Rowan (666,238) 682,129 1,581,045
Rutherford (2,330,580) (1,485,401) (921,946)
Sampson (1,823,236) (1,097,885) (614,315)
Scotland (1,245,306) (711,^62) (355,398)
Stanly (339,404) z76,588 687,251
Stokes 440,349 1,055,272 1,465,223
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ESTIMATED COST OF SB49 FOR 1992-93

COUNTY
NAME

Alamance
Alexander
Alleghany
Anson
Ashe
Ave ry
Beaufort
Bertie
Bladen
Brunswick
Buncombe
Burke
Cabarrus
Caldwell
Camden
Carteret
Caswell
Catawba
Chatham
Cherokee
Chowan
Clay
Cleveland
Columbus
Craven
Cumberland
Currituck
Dare
Davidson
Davie
Duplin
Durham
Edgecombe
Forsyth
Franklin
Gaston
Gates
Graham
Granville
Greene
Guilford
Hali fax
Harnett
Haywood

WITHOUT



ESTIMATED COST OF SB49 FOR 1992-93

COUNTY
NAME

Henderson $1
Hertford
Hoke (1

Hyde
Iredell
Jackson
Johnston 1

Jones
Lee
Lenoi r

Lincoln
Macon 1

Madison (1

Martin
McDowell
Mecklenburg 51
Mitchell
Montgomery
Moore 1

Nash
New Hanover
Northampton (

Onslow (

Orange
Pamlico
Pasquotank
Pende r

Perquimans
Person
Pitt 7

Polk
Randolph
Richmond
Robeson (6

Rockingham
Rowan 1

Rutherford (1

Sampson (1
Scotland
Stanly
Stokes 1

WITHOUT
SALES
TAX
,787
214
,745
198
(606
(188
,984
(463
957
(282
(432
,487
,776
777
(346
,930
(398
(549
,994
148

,680
,569
,356
,124

(6
76
50

(408
(48

,757
(602
596

(647
,110
(515
,027
,011
,502
(360
261
,746

,907
,985
,053)
,796
,248)
,028)
,500
,682)
,550
,890)
,464)
,161
,816
,170
,556)
,043
,659)
,264)
,448
,174
,502
,099)
,727)
,686
,378)
,654
,415
,038)
,229)
,390
,956)
,326
,706)
,752)
,515)
,458
,416)
,384)
,977)
,323
,780

SALES SALES
TAX- TAX-
60% 100%

$2,827,878 $3,521,195
520,605 724,353

(1,400,671) (1,171,082)
305,005 375,811
538,799 1,302,167
266,413 569,375

3,103,718 3,849,867
(302,217) (194,573)

1,447,069 1,773,417
509,270 1,037,379
268,605 735,987

1,847,052 2,086,981
) (1,526,322) (1,359,325)

1,166,184 1,425,528
232,802 619,043
,478,023 59,510,025
(187,574) (46,850)
(228,555) (14,748)
,704,872 3,178,490
988,622 1,548,923
,058,361 10,976,938
,264,872) (1,062,053)
406,563 1,582,096

5,049,127 5,665,424
168,421 284,954
438,373 679,520
426,937 677,953
(270,524) (178,848)
410,420 716,188

8,848,907 9,576,589
(392,323) (251,900)

1,927,686 2,815,264
(73,410) 309,456

(4,697,641) (3,755,562)
570,098 1,293,844

2,375,825 3,274,741
(166,237) 397,218
(777,033) (293,463)
172,967 528,931
877,315 1,287,978

2,361,703 2,771,654

56

10
(1
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ESTIMATED COST OF SB49 FOR 1992-93

WITHOUT SALES SALES
COUNTY SALES TAX- TAX-
NAME TAX 6 0% 100%

Surry $894,985 $1,781,164 $2,371,953
Swain (648,551) (480,608) (368,645)
Transylvania 158,670 557,759 823,820
Tyrrell 91,256 159,919 205,695
Union 3,688,832 4,850,424 5,624,823
Vance 421,089 899,362 1,218,212
Wake 23,952,369 27,479,675 29,831,224
Warren (514,082) (260,332) (91,164)
Washington (320,154) (138,381) (17,198)
Watauga 630,637 1,030,310 1,296,760
Wayne 2,100,407 3,303,399 4,105,398
Wilkes 734,964 1,708,621 2,357,729
Wilson 5,467,869 6,302,946 6,859,667
Yadkin (245,622) 200,600 498,083
Yancey (497,910) (247,612) (80,746)
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IMPACT OF FUNDING RESPONSIBILITY SHIFT (1987-88)

FUNDING PLUS PLUS
RESP. SALES SALES

COUNTY SHIFT TAX- TAX-
NAME ONLY 60% 100%

Alamance $1,759,062 $2,922,912 $3,698,816
Alexander (690,218) (234,984) 68,507
Alleghany 18,719 169,336 269,748
Anson (955,168) (594,996) (354,880)
Ashe (337,081) 42,233 295,110
Avery 84,124 309,791 460,236
Beaufort 18,612 591,237 972,989
Bertie 1,531,910 1,835,844 2,038,468
Bladen (298,992) 143,557 438,591
Brunswick 1,168,765 1,846,744 2,298,732
Buncombe 94,752 2,234,192 3,660,492
Bur)<e (2,391,681) (1,376,312) (699,396)
Cabarrus (2,221,736) (856,367) 53,884
Caldwell 54,381 941,982 1,533,719
Camden (58,053) 46,460 116,136
Carteret 383,684 947,693 1,323,701
Caswell (68,386) 325,173 587,547
Catawba 1,577,044 2,984,702 3,923,145
Chatham 1,099,884 1,623,409 1,972,427
Cherokee (568,178) (270,355) (71,805)
Chowan (542,133) (364,495) (246,069)
Clay (56,653) 64,116 144,629
Cleveland (2,309,485) (1,219,302) (492,510)
Columbus (2,171,039) (1,442,257) (956,400)
Craven (1,375,524) (301,702) 414,183
Cumberland 2,131,253 5,614,599 7,936,841
Currituck (571,127) (332,339) (173,146)
Dare 482,669 699,421 843,923
Davidson (1,359,340) 270,930 1,357,782
Davie 118,139 556,187 848,220
Duplin (718,154) (153,226) 223,395
Durham (176,446) 1,509,227 2,633,015
Edgecombe (421,168) 233,056 669,208
Forsyth 5,130,693 7,991,568 9,898,828
Franklin (863,326) (348,188) (4,761)
Gaston 2,198,094 4,219,042 5,566,347
Gates (106,778) 48,952 152,773
Graham (724,404) (619,740) (549,964)
Granville 966,817 1,470,107 1,805,635
Greene (766,597) (492,814) (310,291)
Guilford 6,902,178 10,290,961 12,550,161
Halifax (1,281,188) (607,894) (159,029)
Harnett (2,162,600) (1,302,755) (729,522)
Haywood 81,662 723,916 1,152,087



IMPACT OF FUNDING RESPONSIBILITY SHIFT (1987-88)



IMPACT OF FUNDING RESPONSIBILITY SHIFT (1987-88)

FUNDING PLUS PLUS
RESP. SALES SALES

COUNTY SHIFT TAX- TAX-
NAME ONLY 60% 100%

Surry $468,821 $1,355,000 $1,945,789
Swain (655,414) (487,471) (375,508)
Transylvania (83,174) 315,915 581,976
Tyrrell 56,200 124,863 170,639
Union 3,365,898 4,527,490 5,301,889
Vance 101,685 579,958 898,808
Wake 7,003,179 10,530,485 12,882,034
warren (493,231) (239,481) (70,313)
Washington (424,714) (242,941) (121,758)
Watauga 151,764 551,437 817,887
Wayne 1,604,049 2,807,041 3,609,040
Wilkes 230,376 1,204,033 1,853,141
Wilson 4,333,018 5,168,095 5,724,816
Yadkin (270,168) 176,054 473,537
Yancey (560,345) (310,047) (143,181)

Q-3
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IMPACT OF FUNDING RESPONSIBILITY SHIFT (1992-93)

FUNDING PLUS PLUS
RESP. SALES SALES

COUNTY SHIFT TAX- TAX-
NAME ONLY 60% 100%

Henderson $2,709,323 $3,749,294 $4,442,611
Hertford 613,550 919,170 1,122,918
Hoke - (1,265,907) (921,525) (691,936)
Hyde 306,924 413,133 483,939
Iredell 858,967 2,004,014 2,767,382
Jackson 171,355 625,796 928,758
Johnston 3,398,668 4,517,886 5,264,035
Jones (758,365) (596,900) (489,256)
Lee 1,651,552 2,141,071 2,467,419
Lenoir 747,632 1,539,792 2,067,901
Lincoln 385,979 1,087,048 1,554,430
Macon 1,821,395 2,181,286 2,421,215
Madison (1,508,684) (1,258,190) (1,091,193)
Martin 1,251,826 1,640,840 1,900,184
McDowell 301,331 880,689 1,266,930
Mecklenburg 57,507,826 62,055,806 65,087,808
Mitchell (169,236) 41,849 182,573
Montgomery (150,218) 170,491 384,298
Moore 2,707,254 3,417,678 3,891,296
Nash 1,676,282 2,516,730 3,077,031
New Hanover 10,346,820 11,724,679 12,643,256
Northampton (1,152,386) (848,159) (645,340)
Onslow (19,237) 1,744,053 2,919,586
Orange 5,034,951 5,959,392 6,575,689
Pamlico 206,118 380,917 497,450
Pasquotank 549,027 910,746 1,151,893
Pender 459,844 836,366 1,087,382
Perquimans (225,917) (88,403) 3,273
Person 430,006 888,655 1,194,423
Pitt 9,180,088 10,271,605 10,999,287
Polk (383,722) (173,089) (32,666)
Randolph 2,169,806 3,501,166 4,388,744
Richmond 203,098 777,394 1,160,260
Robeson (3,810,514) (2,397,403) (1,455,324)
Rockingham 910,664 1,996,277 2,720,023
Rowan 2,477,050 3,825,417 4,724,333
Rutherford (47,957) 797,222 1,360,677
Sampson (656,372) 68,979 552,549
Scotland 312,163 846,107 1,202,071
Stanly 1,070,935 1,686,927 2,097,590
Stokes 2,352,837 2,967,760 3,377,711

Q-5



IMPACT OF FUNDING RESPONSIBILITY SHIFT (1992-93)

PTIIS PLUS
FUNDING PLUS

^^^^^
RESP. SALES

^^^_
COUNTY SHIFT ^^00%

NAME ONLY ^"* $3,405,081

swain ^cVa r>lrs 933 449 1,199,510
Transylvania 534,360 9 3 4^^ ^^^^^
Ty^-^^^^ . oTo 111 6,252,306 7, 026, 705

""i°" ?'?48'861 1 627,134 1'945,984
^^"" 28'743'3.9 32 270,665 34,622 214

wake ;ot^6161 18,134 187,302
warren ^Vr^VAV) 150 365 271,548
Washington (31,408)

/^^, ,35 1,727,585
Watauga V?22'o90 4 925,082 5, 727, 081

Wayne ?'767'936 2 741,593 3,390,701
Wilkes

fi'Il7 490 7 452,567 8,009,288
Wilson

^'2Jl'251 647,473 944 956
vadkin

, 2^4 599) 5,699 172,565
Yancey iz'ji,=>^:'/

Q-6
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CUTIVE DIRECTOR
^ph A. Kimel

Frye Bridge Rd.

imons.N.C. 27012

Nonh Carolina Prindpah fAssistant Principals Assodafton

October 9, 1986

1987 Proposed Legislative Program

1. It is impossible for prinaipals to carry out the additional duties
which are coming from the legislature and State Board of Education.
a) The Information Management System (SIMS) Program will release

teachers from paper work, but it adds work to the office.
b) Tne new Initial Certification Program.
c) The Career Salary Schedule with the additional evaluaziona.
d) Swmer school progiKWiSj etc.

State Funded ^on-Teaching Assistant Principal PositioKs:
(ADM) 200-299

400-799
800-1199

1200-1599
1600-1999
2000-2299
2400-2799

Elementary SecondarM
1

2 2*
2* 3
3 4
4 S
5 -6

6 7

*Vhen a school receives a second assistant principal position, one position will
be funded on a twelve-month basis. All other positions will be funded on 11 months.

2. State Funded School Secretary Positions: All Grade Levels

(ADM) 100-275
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Public
Short title - School Construction Fund.

A BILL TO BE ENTITLED

AN ACT TO ESTABLISH A SPECIAL FUND TO MEET CRITICAL SCHOOL

FACILITY NEEDS.

Section 1. Chapter 115C of the General Statutes is

amended by adding a new Article to read:

"Article 34A.

"Special Fund to Meet Critical School Facility Needs.

" 115C-489.1. Creation of fund; administration. - There is

created the Special Fund to Meet Critical School Facility Needs.

The Fund shall be used to assist counties whose school facility

needs are greatest in relation to the resources they have

available to meet their school facility needs.

The Fund shall be administered by the State Board of

Education. The Fund shall be deposited with the State Treasurer

and invested as provided in G.S. 147-69.2 and 147-69.3.

Monies in the Fund shall be used only for the purposes

specified in this Article.

" 115C-489.2. Grants from the fund. - (a) The board of

county commissioners of a county requesting a grant from the Fund

shall submit to the State Board of Education a plan for using the

funds for a particular critical project. The application shall

contain information on how the critical need for which funds are

requested would be be met, how much State money is required, and

how much the county will contribute to the project. The

application shall also include an analysis of the school facility

W-1



needs of the county and a long-range plan for meeting those needs.

At the request of the county commissioners or a local board

of education, the State Board of Education shall provide technical

assistance in facility planning to a county preparing an

application for a grant from the Fund.

(b) The State Board of Education shall consider the

following criteria in making grants from the Fund:

(1) The total amount of school facility in the county

relative to the per pupil needs.

(2) Specific information on school facility needs that shows

the critical nature of all or part of those needs.

(3) Whether the county's plans to improve school facilities

would bring the facilities into compliance with

statewide standards for school facility standards as

established by the State Board of Education.

(4) The per capita income of the county.

(5) The per capita taxable property level of the county, as

compared to other counties that are required to revalue

their property the same year as the applicant county.

(6) The property CdX effort of the county, relative to other

counties that revalue their property the same year as

the applicant county.

(7) The effort Lne county has made to meet its school

facility needs.

(8) Any pressing non-school needs that may force the county

to divert its resources from school facilities."
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Sec. 2. There is appropriated from the General Fund to

the Department of Public Education the sum of ten million dollars

($10,000,000) for the 1987-88 fiscal year for the Special Fund to

Meet Critical School Facility Needs.

Sec. 3. This act shall become effective July 1, 1987.
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Public
Short title - School Facility Standards.

A BILL TO BE ENTITLED

AN ACT TO DIRECT THE STATE BOARD OF EDUCATION TO DEVELOP AND

REPORT TO THE GENERAL ASSEMBLY ON STATEWIDE STANDARDS FOR SCHOOL

FACILITIES ADEQUATE TO MEET THE REQUIREMENTS OF THE BASIC

EDUCATION PROGRAM.

Section 1. Prior to January 1, 1988, the State Board of

Education shall develop and report to the General Assembly on

statewide standards for public school facilities that are adequate

to meet the requirements of the Basic Education Program. These

standards shall include a phase-in of the new requirements and a

procedure for waiving certain requirements for the projected life

expectancy of existing facilities.

Sec. 2. This act shall become effective July 1, 1987.
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EXHIBIT B 12

Array of Counties by Median Level of Assessment

County

Gates
Clay
Granville
Warren
Edgecombe
Alexander
Harnett
Johnston
Wilkes
Columbus
Nash
Watauga
Haywood
Chatham
Polk
Randolph
Martin
Tyrrell
Beaufort
Madison
Mitchell
Pender
Camden
Durham
Alamance
Transylvania
Duplin
Craven
Stanly
Robeson
Wayne
Hyde
Pamlico
Brunswick
Rockingham
Hertford
Davie
McDowell
Rutherford
Anson
Northampton
Sampson
Avery
Greene
Ashe
Cherokee
Hoke
Cumberland
Pasquotank
Scotland

Statewide Medi
Statewide Mean

Median

.2832

.3000

.3651

.4065

.4128

.4375

.4394

.4444

.4479

.4600

.4652

.4690

.4758

.4801

.4878

.4960

.4966

.4982

.5000

.5000

.5112

.5114

.5136

.5151

.5264

.5265

.5275

.5300

.5389

.5590

.5596

.5615

.5639

.5845

.5858

.5913

.5926

.5936

.5942

.5966

.5972

.6010

.6187

.6300

.6536

.6596

.6667

.6669

.6709

.6752

Coefficient
of Dispersion

109
90
3'5

38
25
30
41
35
60
71,

29,
99.
41.
41.
46.
39.
37.
54.
51.
55.
44.
32.
98
33
37
50
68
31
69
55
23
43,
46,
55.
56.

40.
41.
42.
51.
41.
37.
53
39
38
42
61
35
18
48
29

.9653

.3082

.7180

.9249

.9927

.8293

.0972

.472 7

.0110

.9931

.6526

.8758

.2864
,9874
6589
5335
4156
8471
2426
9335
3556
.7663
.2409
.0178
.9340
.3794
.3479
.1829
.3799
.0650
.6759
.4535
2356
8564
4304
.3614
.7166
.2931
.5012
.5594
.2771
.1547
.4796
,5807
6702
9280
6751
5165
0597
7672

County

Graham
Burke

'Franklin
Swain

. Gaston
Moore
Cleveland
Vance
Carteret
Henderson
Montgomery
Richmond
Caswell
Caldwell
Lee
Alleghany
Halifax
Guilford
Chowan
Perquimans
Jones
Lincoln
Washington
Currituck
Pitt
Buncombe
Stokes
Orange
Union
Person
Yadkin
Bladen
Dare
New Hanover
Rowan
Onslow
Davidson
Mecklenburg
Lenoir
Wake
Bertie
Wilson
Cabarrus
Jackson
Macon
Yancey
Forsyth
Catawba
Iredell
Surry

Median

.6785

.6814
' '.6956

.7045

.7065

.7116

.7265
'.7346

.7359

.7500

.7500

.7603

.7660

.7667

.7695

.7754

.7779

.7847

.7863

.7877

.7883

.7919

.7986

.8129

.8187

.8375

.8418

.8441

.8573

.8750

.8768

.8814

.8863

.8900

.8931
.8993
.9062
.9115
.9128
.9314
.9339
.9348
.9424
.9471
.9521
.9524
.9663
.9663
.9780
.9853

Coefficient
of Dispersion

38.2816
31.5951

' 29.3724
53.4809
31.8920
20.9046
82.1140
19.8489
54.5297
47.0343
34.5108
76.5505
31.4111
51.5650
23.9240
34.6061
51.9266
15.9856
30.0046
41.9812
35.8791
24.9202
65.6088
41.4141
29.9312
40.0840
17.1314
15.8169
18.8402
52.6782
91.0142
19.8140
18.8611
16.0136
24.3990
32.0606
21.5838
10.0457
36.9523
12.5461
27.6825
24.5450
16.2923
23.1776
23.3741
40.9039
9.6625

22.2609
18.4844
12.9199

an --—

-

.6769
Coefficient of Dispersion - 40.5396
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Public
Short title - Sales-assessment studies.

A BILL TO BE ENTITLED

AN ACT DIRECTING THE DEPARTMENT OF REVENUE TO CONDUCT CONTINUING

SALES-ASSESSMENT RATIO STUDIES.

The General Assembly of North Carolina enacts:

Section 1. G.S. 105-289(h) is rewritten to read as

follows

:

"(h) To make continuing studies of the ratio of the

appraised value of real property to its true value and to

establish for each county the median ratio as determined by the

studies for each calendar year. The studies shall be conducted in

accordance with generally accepted principles and procedures for

sales assessment ratio studies."

Sec. 2. This act is effective upon ratification and

shall apply to all calendar years beginning with the 1987 calendar

year

.
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Public

A JOINT RESOLUTION

AUTHORIZING THE LEGISLATIVE RESEARCH COMMISSION TO STUDY SCHOOL

FINANCE.

Whereas, school finance is an extremely complex issue

that is of critical importance to the people of the State; and

Whereas, in recent years the State of North Carolina has

begun to reaffirm its long-standing commitment to providing for a

general and uniform system of free public schools and for equal

educational opportunity for every child; and

Whereas, as part of this effort, the General Assembly

has made and continues to make a major commitment to providing

funds for the public schools; and

Whereas, the Legislative Research Commission Study on

the School Finance Act made significant recommendations for

legislation to the 1987 General Assembly; and

Whereas, if these recommendations are not enacted into

law they will require more study; and

Whereas, if these recommendations are enacted into law

they will require monitoring and may require fine-tuning by the

General Assembly; now therefore.

Be it resolved by the Senate, the House of Representatives

concur r ing

:

Section 1. The Legislative Research Commission is

authorized to study the issue of school finance. The Commission

AA-1



may make an interim report to the 1988 Session of the 1987 General

Assembly, a final report the the 1989 General Assembly, or both.

Sec. 2. This resolution is effective upon ratification.
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