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Key Takeaways

=

State Public Schools funding is distributed to Local
Education Agencies (LEAS) through allotments

Allotments are distributed based on funding
formulas that typically utilize student headcount
and other targeted factors

They also provide different kinds of support to
LEAS, both in direct funding and instructional and
administrative positions
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Basis for Public Schools Funding

* Public school funding is distributed to LEAS
through “allotments’

Allocation
Amount Budgeted

Amount made available
for use by an LEA

“way money goes out the
door”

Allotment
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Average Dailly Membership

 Most allotments are provided to LEAS on the basis
of Average Dally Membership (ADM)

e Membership = being on the current roll at a school
(“expected to be there”)

 Not the same as attendance

« ADM =

dally sum of all studentsin membership for a month
total daysin month

=
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Determining Allotted ADM

 Eachfall, DPI followsthese 5 steps for
determining total allotted ADM for the next year:

1) For each LEA, compare current year actual
ADM in month 1 and month 2 of school year

(example: for FY 2007-08 budget, look at FY
2006-07 ADM)

2) |dentify the higher figure (“Best 1 of 27)

September 30, 2006: October 31, 2006:
20,417 Vs. 20,520

=
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Determining Allotted ADM-Part 2

Steps, continued:

3) Comparethe figure from step 2 to a statistical
projection of ADM for the coming year

October 31, 2006:
20,520 Vs

Projected 2007-08:
20,249

4) The higher number isthe allotted ADM for

that LEA (note: LEA can do no worse than prior-
year actual, even if declineis projected)
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Determining Allotted ADM-Part 3

5) Summing the allotted ADM figures
for all of the LEAS produces:

Statewide Total Allotted ADM

2007-08 Allotted ADM:
1,463,836
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Allotment Types

e Basic Allotments

— Dollar
— Position

o Supplemental Allotments
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Basic Allotments

* Provide the foundational needsfor the public
education system

 Most significant examples are:
— Classroom Teachers
— Principals and Assistant Principals
— Teacher Assistants
— Instructional Support
— Classroom Material§/Textbooks
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Basic Allotments Types-Dollar Allotments

 LEAsare provided a specific dollar amount to use
to purchase materials or hire certain personnel

 Examples
— Teacher Assistants

* DPI provides $1,031.34 per K-3 ADM

* LEA can hire any candidate with available funds and
compensate them according to State pay scale or, “live within

the dollars.”

— Textbooks
* $67.00 per ADM

E s D TN
FISCAI KESFARCH 1 JIVISICON

B OIadNod Ve B WLV LT MY 1 B 1V IJINL N (x:‘!'l

A Staff Agency of the North Carolina General Assembly 11 D ber 13’ 2007

J

l




Basic Allotments Types-Position Allotments

o Allocated to LEASs based on ratio of positionsto
allotted ADM

* LEA hiresany applicant it chooses, and State pays
the salary and benefits for that position, as
determined by the State salary schedule

e Teacher and Instructional Support Positions

— Teachers allotted to LEA based on ADM In particular
grades (class size targets)

— Instructional support allotted based on LEA total ADM

— Compensated according to uniform State teacher salary
scale

FISCAL RESEARCH DIVISION
B BN/ Ve B WL UL VNN 0 Bl TV IJINST X 12 Da:anber 13, 2007

e
A Staff Agency of the North Carolina General Assembly

=




Supplemental Allotments

Programs intended to address specific student
populations or instructional challenges not fully
met by basic allotments

Allotted to LEAS based on various criteria
(headcount, LEA wealth, student performance)

Example: State allots $3,348.47 per funded headcount
of school-aged students with identified special learning needs
(Children with Disabilities allotment)

=

LEA may use funds to purchase any services it
deems necessary to address program purpose
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| nteraction of Various Allotments

Students in Grade 4 through 8

Student Student Student Student
Example 1 Example 2 Example 3 Example 4
Funding for Different Students | Siate | S540z88] | $955008] | 5371537 | 5448667
Evary Student (Note] e C AL Y S L — S S
Student from a Low Income Family s381.42 4 X X
(Special Learning lssues (IEF2) $3157.55 T X X
BT D S
Disadvantaged Student Supplemental Funding 813923 K e e e
’“M”E”"";‘ﬁﬂtﬂfﬂdﬂ'e“e'“3”355 Y . ST . S
[Cow W Ealth Lounty L] ¥ "
D e T N -1 S S S —
Intellectually and Academically Bifted N . S
Career & Technical Ed (Voc Ed) 30.00

Every Student includes: Teschers (tofs! divided by ADM, nof by grade span sfofmend), instuctional support, some af-nsk (ADM partian),
texthooks, classroam mafenais’supolies, school fechnology, franspomation, and saminisfralive & suppot cafaganes (F1002.84)
which includes cenfral offfice administration, schoo! builting adminisirabion, mcendive awards, noninsiuciional supoor personne!,

difver sducahion, assisiance feams, slaff development, schos safely officer, annual leave, longewty, mentor pay, and schoo! bus purchasss
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Key Takeaways

=

State Public Schools funding is distributed to Local
Education Agencies (LEAS) through allotments

Allotments are distributed based on funding
formulas that typically utilize student headcount
and other targeted factors

They also provide different kinds of support to
LEAS, both in direct funding and instructional and
administrative positions
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| EA Flexibility
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| EA Flexibility

=

Key Takeaways

Allotments are ssimply the way money goes out the
door

— Not areguirement on how money Isto be spent

Thereisno “correct” level of LEA flexibility

Disconnect between perceived flexibility and
actual flexibility?
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| EA Flexibility

Thepositive side of local control

 Increased local control can possibly

— Better match school spending to local priorities

— Allow LEASsto respond quickly to unforeseen spending
needs or new opportunities

— Instill sense of ownership for local educational
outcomes
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| EA Flexibility

Thepositive side of State control

« Greater State control can possibly

— Equalize children's access to education regardless of
residence

— Increase oversight

— Allow State and local decision-makers to combine
resources and knowledge

— Facilitate more radical reforms in low-performing
school districts

— Exploit certain economies of scale
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| EA Flexibility

Flexibility within position allotments

« Utilization of months of employment (MOE)

— Each teacher position provides an LEA with 10 MOE;
principal positions provide 12 MOE

— LEA can hire 1 teacher for 10 months, 2 half-time
teachers for 10 months, 10 teachersfor 1 month, and so
on...

— Aslong as class size requirements are met, LEAs are
free to assign teachers however they choose
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| EA Flexibility

Flexibility within position allotments

Convert to
dollarsat State
average salary
(plus benefits)

Assistant Principal

Supplies &
Classroom Teacher PP Staff Development
Equipment
=7 | FISCAL RESEARCH DIVISION 21 December 13, 2007
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| EA Flexibility

Flexibility within dollar allotments

Most dollar allotments can be transferred for purchase
of some other educational input

Example 1

. Classroom Supplies

Example 2

Teacher Assistants ﬁ Teachers

Textbook Allotment
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| EA Flexibility

Flexibility within categorical allotments

Categorical allotments designed to provide flexibility
to meet specific needs of targeted population

At-Risk Student
Services
teachers, materials,
: . : Saturday or after-
Instructional equipment, <chool academ
support, TAS, etc. softwar e, etc. y
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| EA Flexibility

Flexibility within categorical allotments (cont.)

L EASs can pool resources from multiple categories
Example 2

At-Risk Student
Services

N/

Saturday or after-
school academy

DSSF
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L EA Flexibility

An outside view: School Finance Redesign Project
e Case study of NC's school finance system

e |nterviewed 49 State and LEA-level officialsto
determine factors enabling and constraining efforts
to connect resource allocations with educational
goals

* Enabling factors.
— supportive and flexible arrangements
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| EA Flexibility

An outside view: School Finance Redesign Project

e Constraining factors:

— the perceived tendency for the state to ‘interfere’ by
constraining local decision-making

— strings on the use of resources (federal as well as State)

— the legacy of centralization that contributed to a culture
of ‘rulefollowing’ rather than innovation

— “Limited funding was mentioned as a constraint but was
not a strong theme among interviewees.”

 Disconnect between perceived flexibility and
actual flexibility?
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| EA Flexibility

=

Key Takeaways

Allotments are ssimply the way money goes out the
door

— Not areguirement on how money Isto be spent

Thereisno “correct” level of LEA flexibility

Disconnect between perceived flexibility and
actual flexibility?
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Key Takeaways

=

Formulais necessarily complex to account for the
wide variability of cost factors and site
characteristics across North Carolina

It has been generally successful in promoting
Improved Statewide efficiency

There are questions about whether It adeguately

addresses non-traditional education programs,
wealthier LEAS, and quality of service issues
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Purpose of Allotment

e Transportation of Students

— Provides funding to all public schools for the expenses
related to the transport of all eligible school age
students for travel to and from school

— Program funds all otted to encourage efficient
transportation

— Does not provide funding for vehicle purchases, which
are supported through a different funding source
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Allotment Formula

The current formula has been in place since 1990,
and was iImplemented after a systemic review of the
Trangportation of Pupils allotment

— S.L 1989-752, section 55 “... These recommendations

snall include incentives for encouraging cost-effective
operations in local school administrative units...”

Funding for LEAs s calculated through a three-step
pProcess

— Determination of
— Determination of
— Multiplication of

_EA’s Funding Base
_EA’s“Budget Rating”

~actors 1 and 2, and adjustment for

salaries and benefits and other legidative factors

=
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Step 1. Determine Funding Base

=

Use the Previous Years Eligible Expenditures for
calculating the Funding Base:

— All State Expenditures

— All Local Expenditures corresponding to a state object
code

Exceptions:
— Equipment
— Sadlariesin excess of the State maximum
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Step 1 Continued

» Base appropriation assumes allotment growth
consistent with ADM growth plus legislated salary
and benefits increases

 Allotments for counties may be capped due to
expenses that increase beyond these projections

— Formula caps funding growth when expenditure growth
exceeds ADM growth
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Step 2. Determine Budget Rating

=

| nputs:
— Expenditures/Students Transported
— Buses Operated/100 Students Transported

Site Characteristics (to level the playing field):
— Avqg. Distance from School

— Pupil Density

— Elevation

— Percentage of Children with Disabilities transported

End result is a percentage (Budget Rating)

E s D TN
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Step 3. Adjustments

a

Multiply Budget Rating (Step 2) by Base Funding
(Step 1)

Add funding for (positive) growth in ADM

Adjust for Legidative Increases
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Formula-Hypothetical Example

[a] Prior Year State Expenditure 5,000,000
+

[b] Prior Year Local Expenditure 500,000

[c] Funding Base 5,500,000
X

Multiply [c] by [d] Budget Rating 0.98

[e] Base Funding 5,390,000
X

Multiply [e] by

[f] ADM Growth Adjustment 1.015

5,470,850

X

Multiply by [g] Legislative Increase 1.04

Final Funding Allotment $5,689,684
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Funding History

0

Transportation Appropriations

$400 -
$350
$300
$250
$200
$150
$100
$50
$0

$320.9

$283.3 $298.1

$ in millions

2002-03 2003-04  2004-05 2005-06  2006-07

$360.6

2007-08
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Expenditures

 Funds can support the following activities:

— Transportation related expenses
* BusDrivers
» Fuel Costs
* Repair and Maintenance Costs
» Contracted Transportation

e Funds do not support the purchase of replacement
buses

— Provided through separate allotment

Funds may be transferred into and out of this
allotment category
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Expenditures-FY 2005-06 Statewide

M

I

2005-06 Transportation
Expenditures

Contracts SchCh?r;eSrQ Misc. $1.5m
$15.2m (5% 00IS$o.9m N
Fuel $45.7m (5%) (2%) (0%)
(15%)
Ut|||t|esa.nd Bus Driver
Supplies$7.7m Salaries
(2%) $135.1m (43%)
Tires$21.1m
(7%) Benefits Transportation
$41.6m (13%) Personnel
$40.1m (13%)



Allotment Evauation

=
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2006 M anagement Partnership Inc. study findings

— Study commissioned by State Board of Education at the
direction of the NC General Assembly

— Significant consultation with LEAS

— Charged with evaluating the success of funding formula
INn meeting its efficiency goals

Judgment on Formula’ s Usefulness

— Study found that Basic Formula has been successful In
promoting efficiency in the size of bus fleet transported
without increasing miles traveled per student
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Allotment Evaluation-Continued

* Reduction in Projected Feet Size:

BUSES OPERATED

SRR AR AR S Ul S, G o>
O GG R LR LR A G- - S SR
SRS RS S O

J
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|ndependent Evaluation-Continued

* Reduction in Projected Miles Traveled

Miles Traveled per ADM

Trend Line

560 Mil. Miles

saved in 16 years

| 504002
| £0-200Z
| 10-000Z
| 66-8661
| 16-966T
| G6-v66T
| £6-266T
| 160661
| 68-886T
| 18-986T
| 58861
| £8-286T
| 18-086T
| 6/-8/6T
| 12-9/6T
| GLvl6T

| €.-¢L61

T.-0L6T7

180.00

160.00

140.00

120.00

100.00

80.00

60.00

40.00

20.00
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Evaluation-Outstanding Concerns

e Evauation aso identified areas for consideration

— Unintended consequences for wealthier, efficient LEAS

» Perpetuates State funding of local pupil transportation
spending

e May also advantage LEAs with a higher “base cost” when
formulawas first put into effect

— Concerns that service may be traded for efficiency
* Fewer buses with longer ride times
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Evaluation-Outstanding Concerns Con't

e Additional Concerns

— Non-traditional programs like Magnet Schools or open
enrollment may negatively impact Budget Rating

» Reduces Budget Rating for LEASs that begin such a program
after formula was established

 Challenge of Early College transportation and potential
reductionsin LEA efficiency
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Other Concerns-Fuel

e Diesel fuel costs have grown substantially

Yearly Average Cost Per Gallon
Diesel Fuel

3.00
2.42

2.02 2.00

2.50

2.00 -

1.44
1.50

0.91 0.8g 0.94
1.00
: 0.68
0.54 (45 0-72
bR RN
0-00 B | l | | l l l l
D ) Q N a9 & M %) e o)
@) &) Q Q Q Q Q Q Q Q Q
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Questions for Consideration

=

Rewarding Local Effort
— Adjust reimbursement for wealthier LEAS?

Fuel Costs
— Recent cost spikes outpacing Budgeted funding

Non-traditional Programs
— Conslder separate funding mechanism for new efforts?

Efficiency vs. Service
— Lessen formula’ s focus on efficiency?
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Key Takeaways

=

Formulais necessarily complex to account for the
wide variability of cost factors and site
characteristics across North Carolina

It has been generally successful in promoting
Improved Statewide efficiency

There are questions about whether It adeguately

addresses non-traditional education programs,
wealthier LEAS, and quality of service issues
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L ow Wealth Counties
Supplemental Funding

December 13, 2007
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Low Wealth Counties Supplemental Funding

Key Takeaways

e Low Wealth funding is afunction of acounty’s
ability to generate local revenue

— not afunction of the number of low Income students in
a county

* Not all counties funded at same rate
o Formulaisless complicated than it appears

* Fluctuations/ timing could make budgeting process
difficult for LEAS

=
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Low Wealth Counties Supplemental Funding

Pur pose

o Supplemental funds for counties that have below
State-average ability to generate local revenue to
support public schools

Eligibility
e LEASsI|ocated in countiesin which the calculated
county wealth i1s less than 100% of the State
average
— Number of low income students is not afactor

=
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Low Wealth Counties Supplemental Funding

Allotment For mula

 Threebasic steps.
1. Determine acounty’s “wealth”

2. Determine eligibility by comparing county wealth
with statewide average

3. Determine how much supplemental funding would be
required to bring that county up to the statewide
average local revenue per student
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Low Wealth Counties Supplemental Funding

Allotment Formula Step 1 - Compar ability

County Revenue:
Calculate County Adjusted Property Tax Base:

Real Property $£5 162 823,235
Less Agricwitural Use Value 86 658,196
Property Value o be Adjusted $5.066,165.039 Assessed Value
Divided by - Wighted Sales Assessment Ratio 087534 "
Adjusted Real Property Value 5787818473 SalePrice
Pivs . Public Service Company Value 176,170,724
Pius . Personal Property Value 1,165,550 B16
Pius . Agricultural Use Yalue 86,658,186
County Adjusted Property Tax Base $7,226,298,010
Convert County Adjusted Property Tax Base to Anticipated Revenue: Sales Assessment Ratio
{a) = County Adjusted Property Tax Base $7.226,288 010
(h) = State Averange "Effective” Tax Rate (. 596 X
[State Average Tax Rate for all Courties after adjusting each Courty's Actual Tax Rate by
the County's Weighted Sales Assessment Ratio) (per $100 in Property Value) ACtual TaX Rate
{a)M100 x (b) = () Anticipated County Property Tax Revenue $43,068,736
Fius - Additional Revenue * 26,931 921

*(Local Sales and Use Taxes, Fines and Forfeitures)

{d) = Anticipated Total County Revenue Availability £70,000657

Calculate Anticipated Total County Revenue Availability per Student:

(e) = Total County's Average Daily Membership (ADM) 24,588
fduied = (i Anticipated Tatal County Revenue Availability per Student $2.993
{oh = Anticipated State Average Revenue Availability per Student $4 326
County Percentage of State Average County Revenue per Student
(i) = 69.19%
L o o 52 Decermber 13, 2007




Low Wealth Counties Supplemental Funding

Allotment Formula Step 1 - Comparability (cont.)

Density Adjustment:
(2) = County Adjusted Property Tax Base $7.226,298,010
(h) = Sguare Miles in County 766 618
(2)f(h) = (c) County Adjusted Froperty Tax Base per Sguare Mile $9.423,746
(d) = State Average Adjusted Property Tax Base per Sguare Mile $15,610 444
County Percentage of State Average Property Tax Base per Square Mile

(el = 60.37%
Per Capita Income:
(2) = County 3 Year Average Per Capita Income 25 864
(h) = State 3 Year Average Per Capita Income 28,2450

County Percentage of State 3 Year Average Per Capita Income
(alifh) = 91.62%




Low Wealth Counties Supplemental Funding
Allotment Formula Step 2 - Eligibility

County Wealth Percentage (eligible if < 100%):
40% of the County Percentage of Hevenue Base per Student 40% = B9.18% = 27 68%

10% of the County Percentage of Property Ease per Mile 0% = B0.37% = B.04%
a0% of the County Percentage of Per Capita Income al% x 491.62% = 4581%
County Wealth as a Percentage of State Average Wealth 79.53%

|f County Wealth % < 100%, then
county Iseligiblefor Low Wealth

79.53% ="“L ow Wealth Percentage’
used in DSSF for mula
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Low Wealth Counties Supplemental Funding

Allotment Formula Step 3 - Effort & Funding

 Eligible counties must meet one of the following
criteria
1) Effective tax rate equal to or above the State average
or
2) Local contributions equal to or exceeding what the

formula calculates that a county could contribute, given
Its level of wealth

 Providesincentive for counties to maintain or
Increase local contributions
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Low Wealth Counties Supplemental Funding

Allotment Formula Step 3 - Effort & Funding (cont.)

1st way to meet effort requirement:

(a) = County's Tax Rate (Prior Year) {Fer 3100 in Property Valuation) 0.6700 :

(b} = Weighted Sales Assessment Ratio 0.8753 |f greater than Effective
(@)= (h) = (c) Effective County Tax Rate 05860 < State Average Tax Rate,
Effective State Average Tax Hate 0 5960 county funded at 100%
2nd way to meet effort requirement:
Actual County Appropriation to Schoals $21,205.404

County's AL 23,388

(a) = Actual County Appropriation per ADM $806 68

(h) = State Average Local Appropriation per ADM $1,3523.60

(c) = County \Wealth as a Percentage of State Average 7 53%

(h) = ({c) = (d) Calculated County Appropriation per ADM $1,076.52

|f greater than 100%,
Local Effort % = Actual County Appropriation as a Percentage of
o county funded at 100%
a)(d) = (e) Calculated County Appropriation per ADM 84 .20% < g ’
a1d) = (e) RRa LI : : otherwise funded at L ocal
Effort %
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Low Wealth Counties Supplemental Funding

Allotment Formula Step 3 - Effort & Funding (cont.)

Calculation of Total (100%) Funding:

(a) = State Average Local Appropriation per ADM $1,353.60

(b} = County VWealth as a Percentage of State Averapge 78 53%

(@) x (h) = () Calculated County Appropriation per Student $1.076.52

(a) - (c) = (d) Difference From State Average $277 .08
(if maore than State Average, then Difference = 0)

(e] = Total County's Average Daily Membership (ADR) 23,388

(d) = (e) = (f) Unadjusted Allotment (if funded at 100%) $6,480,347

Calculation of Local Effort % Proration:

Unadjusted Allotment $6 480,347
Final Funding % g4 0%
Adjusted Allotment by Local Effort % $5,456,452
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Low Wealth Counties Supplemental Funding

Allotment Formula Recap

 Threebasic steps.
1. What isthe county’slevel of wealth?

2. Isthe county digible for funds (based on comparison
of county wealth to statewide average)?

3. How much supplemental funding required to bring
county up to the statewide average?
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Low Wealth Counties Supplemental Funding

Cherokee H
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Note: 70 “Low Wealth” counties (80 LEAYS)
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Low Wealth Counties Supplemental Funding

Low Wealth Appropriations

200 - $195.4
s $181.8

$in millions

2002-03  2003-04  2004-05  2005-06  2006-07/  2007-08

B Continuation O Expansion Amount

Source: Department of Public Instruction
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Low Wealth Counties Supplemental Funding

2007 Hold Harmless Appropriation

« For 07-08, 27 LEASsreceived non-recurring
appropriations replacing 75% of decrease in Low
Wealth funding from 06-07

o Total expansion appropriation: $5,445,081 (NR)
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Low Wealth Counties Supplemental Funding

Eligible Uses of Funds
Instructional positions  |nstructional equipment

Substitutes  |Instructional supplies &
Instructional support materials

positions o Staff development
Teacher assistant positionse Fringe benefits

Clerical positions o Textbooks

Overtime pay o Supplements for

Instructional personnel &
Instructional support
personnel

=
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Low Wealth Counties Supplemental Funding

FY 2006-07 Expenditures

$176,415,815
Purchased Suppliés & _
Services Materials Equipment
204 11% 2%

Salary &
Benefits
$147.0m
84%
Source: Department of Public Instruction




Low Wealth Counties Supplemental Funding

Formula Challenges

e Funding level fluctuations
— For 07-08 year

« 19 LEAS experienced absolute change > 20% over 06-07
« 25 LEASs experienced absolute change > $250,000

— Fluctuations largely driven by new county assessment
o Assessments required every 4 to 8 years
 Timing on local budget process

— Counties recelve planning allotment by late May or
early June

— School boards must submit budget to county manager
by May 15
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Low Wealth Counties Supplemental Funding

Key Takeaways

e Low Wealth funding is afunction of acounty’s
ability to generate local revenue

— not afunction of the number of low Income students in
a county

* Not all counties funded at same rate
o Formulaisless complicated than it appears

* Fluctuations/ timing could make budgeting process
difficult for LEAS

=
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Low Wealth Counties Supplemental Funding

Questions for Consideration

« Should €ligibility be adjusted to include more/less
LEAS?

 Should adjustments be made to decrease funding
fluctuations, or continue with occasional hold-
harmless funding?

e Cantiming be adjusted to improve local budget
Process?

Should formula name be changed?

=
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Small County
Supplemental Funding

December 13, 2007
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Key Takeaways

o Attemptsto meet the unigue needsthat LEASIN
small counties face due to their lower ADM

 Only 27 of 115 LEASsrecelve this support, but not
all recelve the same amount
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Purpose of Allotment

o Small County Supplemental Funding

— Provides additional support for certain small school
systems with structural disadvantages, such as.

« Aninability to benefit from the economies of scale that LEAS
In larger counties do, potentially leaving LEASs in small
counties to be allotted insufficient resources to provide basic
Instructional and administrative functions

» Relatively small ADM which limits the amounts of funding
for certain position and dollar allotments
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Eligibility

e County LEAsareonly eligible for Small County
Supplemental funding if they meet one of the
following conditions:

— Have an dlotted ADM of fewer than 3,239 students;
or

— Have an ADM of between_3,239 and 4,080 and a

county-adjusted property tax base per student that is
below the State-adjusted property tax base per student

City LEAs areineligible for this allotment
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Allotment Formula

]

otal funding for eligible LEAs s calculated by
aggregating 7 different funding considerations.

1. Dollar equivalent of rounding up all fractions of
position allotments to the next whole position

e |f an LEA qualifiesfor 12.1 4" grade teacher salaries, they
would receive 0.9 of the dollar equivalent of an average
teacher salary and benefits

2. Dollar equivalent of five and one-half additional

regular classroom teachers for LEAsin which the

ADM per square mileis greater than four

3. Doallar equivalent of additional program enhancement
teachers adequate to offer the standard course of study

FISCAL KESEARCH DIVISION 71 December 13, 2007
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Allotment Formula-Funding Components

e Additional funding considerations.

4. Dollar equivaent of one teacher assistant per 400

ADM lesstheinitia duty-free period allocation ($2
ner ADM)

5. Dollar difference between Classroom Materia &

nstructional Supplies/Equipment allotment and
$788,789

6. Dollar equivalent of Career Technical Education
months of employment and program support
generated based on sixth grade ADM

7. Additiona fundsto Countieswith < 1,300 in ADM

I

Ay
>
AJ
L

/| ESFARCH /IS
m_m [ N BN AN 1Vidi
‘ Staff Agency of the North Carolina General Assembly 72 Da:anber 13, 2007




Allotment Formul a-Other | ssues

J

[

Pro Rata Reduction
Hold Harmless (seven years)

Non-supplant requirement
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Which Counties Receive Funding?
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Funding History

0

Small County Appropriations

$50 - $405 $44.0

$37.5 $39.5
$40 -

$31.3

$30 -

$20 -

$in millions

$10 -

$0
2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

B Continuation O Expansion Amount
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Expenditures

* Funds can be used for virtually any purpose with
two significant exceptions:

— Central Office Administration
— Capital Construction Projects

o State Board policy isto encourage 20% of Small
County funding to be used to Improve student
performance for certain students in grades 3-8
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Actual 2006-07 Expenditures

M

Small County

2006-07 Total: $38,121,837

Supplies &

Purchased ) Equipment
Services Materials $0.6m
$3.8m $3.6m 2% Other
' 0 Am
0% 9% $0

0%

I

Salary &
Benefits
$30.0m
79%
I 5 Y
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Questions to Consider

]

l

Hold Harmless

— Is seven years more or less than sufficient for an LEA
to adjust to potential loss of funding?

Complexity of Formula

— Arethe seven facets of this formulathe appropriate
response to small county challenges and true needs?

Eligibility

— Arecriteriaoverly stringent? Too permissive?
Funding Fuctuation

— Does formula cause too much annual variance?
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B IJNd Ve BN I/ MNNLT 1 Br 1 ¥V IJINSL N
A Staff Agency of the North Carolina General Assembly 8 December 13’ 2007




Key Takeaways

o Attemptsto meet the unigue needsthat LEASIN
small counties face due to their lower ADM

 Only 27 of 115 LEASsrecelve this support, but not
all recelve the same amount
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Disadvantaged Student
Supplemental Funding
(DSSF)




Disadvantaged Student Supplemental Funding

Key Takeaways

e DSSF funding isafunction of an LEA’s population
of disadvantaged children

e Designed to be stable

* Expenditures are flexible, but require * DSSF Plan”
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Disadvantaged Student Supplemental Funding
Pur pose

* Provides supplemental funding to LEASs to enhance
capacity to address the needs of disadvantaged

students

Eligibility
 All LEAsaredligible
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Disadvantaged Student Supplemental Funding

Allotment For mula

e Two basic steps.
1. Estimate DSSF population
2. Provide allotment based on Low Wealth percentage

Low Wealth Allotment Allotment Per
Percentage DSSF Child
> 90% $53,401 for every 420.0 DSSF population $127
80% — 90% $53,401 for every 273.0 DSSF population $196
< 80% $53,401 for every 238.4 DSSF population $224
Original 16 LEAs  $53,401 for every 67.2 DSSF population $795

e Teacher salary & benefits. $53,401
=1l FISCAI RESEARCH DIVISION
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Disadvantaged Student Supplemental Funding

Allotment For mula

1. Estimate the number of disadvantaged studentsin an
LEA

2. Caculatethetargeted allotment ratios for the Fundable
Disadvantaged Population using the Low Wealth
percentage

3. Provide each LEA thedollar equivalent of the difference
netween a teacher-to-student ratio of 1:21 and the LEA’s
targeted allotment ratio
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Disadvantaged Student Supplemental Funding

Allotment Formula Step 1: Estimating Population

1. Compilethe following datato for each LEA:
— 9% of studentsliving in asingle parent family
— 9% of population age 5-17 below poverty line

— % of studentswho have at least one parent with less
than a high school degree

Percent of Percent of Public School
Public School Percent of Students Who Have at
Students Living Population Age 5-17 Least One Parent with

in a Single Below Poverty Line Less Than High School
Parent Family Degree

Halifax County 41.53 33.65 27.90
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Disadvantaged Student Supplemental Funding

Allotment Formula Step 1: Estimating Population

2. Calculate each LEA’s percent deviation: the
percent by which each LEA deviates from the
State average for the composite of variables
— Utilizes statistical method called “principal

components’

— Waeghts variables based on predicative validity of
meeting grade-level achievement

— Variables updated once every 5 yearsto facilitate
long-term planning
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Disadvantaged Student Supplemental Funding

Allotment Formula Step 1: Estimating Population

3. Find each LEA’s Disadvantaged Population
Per centage by adding or subtracting each LEA’S
nercent deviation, as calculated in “Step 2,” from
the fixed State Average Disadvantaged
Percentage.

State Average LEA’S
Disadvantaged + LEA’Ss percent — Disadvantaged
Percentage deviation - Population
(24.13%)* Percentage

* percentage of students performing below grade level on the ABCs, 5-year average
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Disadvantaged Student Supplemental Funding

Allotment Formula Step 1: Estimating Population

4. Multiply the Disadvantaged Population
Percentage by aLEA’s ADM to determine that
L EAs Fundable Disadvantaged Population

LEA’S LEA’S
Disadvantaged LEA’S — Fundable
Population X ADM — Disadvantaged
Percentage Population
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Disadvantaged Student Supplemental Funding

Allotment Formula Step 2: Targeted Allotment Ratio

e Calculatethetargeted allotment ratios for the
Fundable Disadvantaged Population using the Low
Wealth percentage:

=

Low Wealth Targeted
Percentage Allotment Ratio

> 90% 1to 20.0

80% = 90% 1to 19.5

< 80% 1to 19.3

Original 16 LEAs 1to 16.0
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Disadvantaged Student Supplemental Funding
Allotment Formula Step 3: Funding

 Provide each LEA the difference between a
teacher-to-student ratio of 1:21 and the LEA’s

targeted allotment ratio (from previous page)

« Convert the teaching positions to dollars by using
the state average teacher salary (including benefits)

=
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Disadvantaged Student Supplemental Funding

Allotment Formula Step 3: Funding

Average
Fundable statewide AVEEYEH O
. . — | teachersfor
1) Disadvantaged | == | teacher-to- .
. m : = | Disadvantaged
Population student ratio Pooulation
(1:21) P
Targeted
Fundable Allotment Vel 0
. . : — | teachersfor
2) Disadvantaged | == Ratio .
. : Disadvantaged
Population (based on L ow Population
Wealth %) P
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Disadvantaged Student Supplemental Funding

Allotment Formula Step 3: Funding

Targeted # of
teachersfor
Disadvantaged
Population

Average # of
teachersfor
Disadvantaged
Population

DSSF position
allotment

J
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teacher salary
plus benefits
($53,401)
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Disadvantaged Student Supplemental Funding

Allotment Formula Recap

e Two basic steps.
1. Estimate DSSF population
2. Provide allotment based on Low Wealth percentage

Low Wealth Allotment Allotment Per
Percentage DSSF Child
> 90% $53,401 for every 420.0 DSSF population $127
80% — 90% $53,401 for every 273.0 DSSF population $196
< 80% $53,401 for every 238.4 DSSF population $224
Original 16 LEAs  $53,401 for every 67.2 DSSF population $795

Teacher salary & benefits. $53,401
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Disadvantaged Student Supplemental Funding

DSSF Appropriations
$30
$69.2

$70

$60 -
%) $50.1
5 $50 -
£ $40 |
> 830 g5 $22.6

$20 - %/

$10

w L] m
2004-05 2005-06 2006-07 2007-08
B Continuation O Expansion Amount Executive Order

Source: Department of Public Instruction
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Disadvantaged Student Supplemental Funding

DSSF Plan

 LEAsmust submit a DSSF plan detailing how it
will expend DSSF funds

e The DSSF plan must:

— Focus on the needs of the students not achieving grade-

evel proficiency

— Detail how funds will be used in conjunction with all
other supplemental funding allotments to meet the
educational needs of these students

— Be approved by the State Board of Education before
funding is distributed
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Disadvantaged Student Supplemental Funding

Eligible Uses of Funds

 |nstructional positions or instructional support
positions and/or professional development

e Intensive in-school and/or after school remediation
 Diagnostic software and progress-monitoring tools

 Funds for teacher bonuses and supplements. A
maximum of 35% of the funds may be used for this
PUrpose.
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Disadvantaged Student Supplemental Funding

FY 2006-07 Expenditures

$47,501,498
Supplies &
Purchased Materials
Services $9.7m
$6.7m 20% Equipment
14% $1.3m

3%

Salary &

Benefits

$29.8m
63%

Source: Department of Public Instruction
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Disadvantaged Student Supplemental Funding

Key Takeaways

e DSSF funding isafunction of an LEA’s population
of disadvantaged children

e Designed to be stable

* Expenditures are flexible, but require * DSSF Plan”
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Disadvantaged Student Supplemental Funding

Questions for Consideration

o Doesformula properly identify the disadvantaged
population?

« Should pilot LEAS continue to receive higher
funding levels?

 Should adjustments be made for wealth level when
we already have Low Wealth supplemental
funding?
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Education of Children
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Key Takeaways

=

Support for children with disabilities s calculated
on basis of specific funded headcount, regardless
of the severity of a student’ s disability

State funding supplements federal “IDEA”
monies and other State resources that children
with disabilities generate through basic allotments

These resources are used to provide a
supplemental program of support that meets the
educational and service needs of eligible students
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Purpose

o Support for LEAsto fulfill statutory reguirement
(G.S. 115C-106.1) to “...provide full educational
opportunity to all children with disabilities...”

 Fund local programs that emphasize special
education and related services designed to meet the
unique needs of children with disabilities and
prepare them for further education, employment,
and independent living
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Eligibility

« All LEAsaredigible

 LEAsfallingto comply with federal Individual
with Disabilities Education Act (IDEA) and/or
State requirements may have funding reduced

B
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Allotment Formula--Part 1

e Funding for Children with Disabilities (ages 5-20)
IS computed using two components.

1. Number of Eligible Children with Disabilities
— Eligibility defined by State Board of Education
— April 1 count of students used for upcoming fiscal year

— Select the lesser of the April 1 count or an overall 12.5
percent cap on Allotted ADM

2. Funding Factor- Dollars per eligible funded headcount
— Set through appropriations process

Multiply (1) and (2) for afinal allotment amount
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Allotment Formula—Part 2

=

Allotment also includes support for Preschool
Handicapped State Funding (ages 3,4 and pre-K5)

1. Base Funding

— Every LEA receives amount equal to the average salary of a
classroom teacher plus benefits

2. Additional Funding
— Distributed to LEA based on April 1 child count

L EAS are also reimbursed for the educational cost
of children with disabilities assigned to group
homes, foster homes or ssimilar facilities
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Formula—2007-08 Example

School-Age Children with Disabilities Funding

April 1, 2007 Headcount (conducted by LEA) 2,897
Total ADM 22,928
12.5% of ADM (statutory cap) 2,866

LEA Headcount is greater than 12.5% cap, so use 2,866 as funded headcount.

Funding Factor set by General Assembly with $3,348.47
adjustment for Legidative Increase

Multiply funded headcount by funding factor $9,596,708
for final total alotment to LEA
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Allotment Formul a-Other | ssues

=

— .
'—

Program funds supplement other basic allotments

Benefits for personnel supported with this
allotment are included

Funds may only be used to transport preschool
pupils and not school age children

DPI Reserve compensates LEAS for costs
assoclated with severely disabled students, high
population growth and other issues
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Funding History

0

Children with Disabilities Appropriations

$700 - $619.9
$600

$500
$400
$300
$200
$100

$0

$ in millions

$663.3

2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
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2007-08 Appropriations

Children with Disabilities Appropriations

School-age Children (5-20)
Preschool Children

Behavioral Support

Group Homes

Developmental Day Care
Community Residency Centers

T otal
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$578.1 m
$47.9m
$10.3 m

$4.8m
$16.9 m
$5.4m

$663.4 m
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Expenditures

=

Costs of services for different student populations
are variable

— 2003 national study found that the actual expenditure

for educating a“Learning Disabled” student is nearly
half that of an “Educable Mentally Disabled” student

However, all eligible students generate the same
level of funding in allotment formula, regardless of
expenditure per student

— No consensus on true cost for successfully educating
every classification of eigible student
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Actual 2006-07 Expenditures

M

[

Children with Disabilities

Supplies &

$0.8m (0%) $5.2m (1%)

Purchased
Services,
Salary & 0
Benefits $27.0m (5%)
$542.2m
(94%)
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Questions for Consideration

=

12.5% Cap

— Unmet need?

— Appropriate expenditure level ?
— Incentivize overidentification?

No differentiation between disability levels

— Per pupil amount in allotment formula not coupled with
severity of disability

— Are DPI reserves for this issue sufficient?

r._ .. D___ . .. N
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Key Takeaways

=

Support for children with disabilities s calculated
on basis of specific funded headcount, regardless
of the severity of a student’ s disability

State funding supplements federal “IDEA”
monies and other State resources that children
with disabilities generate through basic allotments

These resources are used to provide a
supplemental program of support that meets the
educational and service needs of eligible students
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Limited English Proficiency

Key Takeaways

e Funding cap does not necessarily limit LEA in the
number of students to whom they provide services

— Economies of scale - first student more expensive than
the last student

— 16 LEAs have LEP populations that exceed 10.6% cap

- -, D__ . .. N
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Limited English Proficiency

=

Pur pose

To provide additional funding to LEASs with
students who have limited proficiency in English

Eligibility
At least 20 students with limited English
proficiency (based on a 3-year weighted average

headcount), or at least 2 1/2% of the ADM of the
LEA

Funding is provided for up to 10.6% of ADM
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Limited English Proficiency

Allotment For mula

« Baseallotment:
— Each digible LEA receives ateacher assistant position
 Remainder of allotment (after distribution of the
base).
— 50% distributed pro rata based on the weighted 3-year
average headcount

— 5009 distributed based on the concentration of LEP
students within the LEA

I
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Limited English Proficiency

Allotment For mula: Weighted-Avg. Headcount
* Provides greater weight to most recent year:
— Most current year weighted twice (50%)
— Two previous years welghted once (25%)

J

(a) = |ADM 10,000 4,000
Actual LEP Headcount
(b) =| 2004-05 500 400
(c)=] 2005-06 505 410
(d)=1] 2006-07 510 475
(e) = (b)*.25+ (c)*.25 + (d)*.5|Weighted Headcount 506 440
(f) = (e) / (a)|Percentage LEP 5.06% 11.00%
Below 10.6% cap? Yes No
lesser of (e) and (a)*10.6% |Funded Headcount 506 424

I
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Limited English Proficiency

Allotment For mula: Concentration Distribution

|dea s to provide more assistance to smaller

counties with relatively large LEP populations

— First, determine LEA'’ s Distribution Factor:

(@) =
(b) =
(c) =(b)/(a)
(d) =(c) * (b)

ADM 10,000 4,000
Weighted Headcount 506 440
LEP Population % 5.06% 11.00%
Distribution Factor 25.6 48.4

— Total of distribution factorsis divided into avallable
funding

— Prorated allocation equals distribution factor times
funding amount

J
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Limited English Proficiency

=

Deter mining Headcount
Three-step process:
1. Student completes home language survey
2. Additional local screens

3. Student completes standardized IDEA Proficiency Test
(1PT)

Student included in headcount until scoring
“superior” on test

Data s collected by December 1 of each year
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Limited English Proficiency

Historic Headcount

Statewide LEP Headcount

120,000 8.00%

1+ 7.00%
= 100,000 A E
3 1+ 6.00% f
S 80,000 ©
S 1+ 5.00% X
(D) 7))
T 60000 | 1 4000 &
T -
- o
O 13.00% Q
< 40,000 L
+200% $
20.000 | L

1+ 1.00%

- 1 1 1 1 1 0.00%

FY01-02 FYO02-03 FY03-04 FYO04-05 FYO0506 FY 06-07
— LEP Headcount g AS % of ADM
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Limited English Proficiency

LEP Appropriations

$70
$61.2
$60 -
$50 -
$40 -

$30 -

$in millions

$20 -

$10 -

$0 -

2002-03  2003-04  2004-05  2005-06 2006-07  2007-08

B Continuation O Expansion Amount

Source: Department of Public Instruction
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Limited English Proficiency

=

Eligible Uses of Funds

Classroom teachers

Teacher assistants

"utors

"extbooks

Instructional supplies & materials
Transportation costs

Staff development

ISCAI RESEARCH [ )IVISION
B IANCd A\ B eAdhd VNN 0 B 1 VW IVJINL N
Kl Ageney of the North G General Asmembly 123 December 13, 2007




Limited English Proficiency

FY 2006-07 Expenditures

$51,886,934
Suppligs & Capital
Purchased Materials o tjay
Services $2.1m $0.2m
$1.3m 4% 0%

3%

Salary &

Benefits

$48.3m
93%
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Limited English Proficiency

Key Takeaways

e Funding cap does not necessarily limit LEA in the
number of students to whom they provide services

— Economies of scale - first student more expensive than
the last student

— 16 LEAs have LEP population that exceeds 10.6% cap
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Limited English Proficiency

=

|
FISCALI
[ R IO LV RN =

Questions for Consideration

|s the 10.6% cap preventing LEAs from providing
needed services to LEP students?

— Question isnot: Arethere LEAswith LEP population
greater than 10.6%?

— Question is: Are LEP students being denied servicesin
LEAs with LEP population greater than 10.6%?
Does minimum requirement need adjustment?

IS It necessary to make allowances for the number
of languages within an LEA?

How should concentration and headcount be
weighted?
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