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GENERAL ASSEMBLY OF NORTH CAROLINA |
SESSION 2005

SESSION LAW 2005-276
SENATE BILL 622

SUPPLEMENTAL FUNDING IN LOW-WEALTH COUNTIES

SECTION 7.6.(a) Funds for Supplemental Funding. — The General Assembly finds
that it is appropriate to provide supplemental funds in low-wealth counties to allow those
counties to enhance the instructional program and student achievement. Therefore, funds are
appropriated to State Aid to Local School Administrative Units for the 2005-2006 fiscal year and
the 2006-2007 fiscal year to be used for supplemental funds for the schools.

.SECTION 7.6.(b) Use of Funds for Supplemental Funding. — All funds received
pursuant to this section shall be used only: (i) to provide instructional positions, instructional
support positions, teacher assistant positions, clerical positions, school computer technicians,
instructional supplies and equipment, staff development, and textbooks; (ii) for salary
supplements for instructional personnel and instructional support personnel; and (iii) to pay an
amount not to exceed ten thousand dollars ($10,000) of the plant operation contract cost charged
by the Department of Public Instruction for services.

Local boards of education are encouraged to use at least twenty-five percent (25%) of
the funds received pursuant to this section to improve the academic performance of children who
are performing at Level I or II on either reading or mathematics end-of-grade tests in grades 3-8
and children who are performing at Level I or II on the writing tests in grades 4 and 7. Local
boards of education shall report to the State Board of Education on an annual basis on funds used
for this purpose, and the State Board shall report this information to the Joint Legislative
Education Oversight Committee. These reports shall specify how these funds were targeted and
used to implement specific improvement strategies of each local school administrative unit and
its schools, such as teacher recruitment, closing the achievement gap, improving student
accountability, addressing the needs of at-risk students, and establishing and maintaining safe
schools.

SECTION 7.6.(¢) Definitions. — As used in this section:

(1) "Anticipated county property tax revenue availability" means the
county-adjusted property tax base multiplied by the effective State average tax
rate.

(2) "Anticipated total county revenue availability" means the sum of the:

a. Anticipated county property tax revenue availability,
b. Local sales and use taxes received by the county that are levied under

Chapter 1096 of the 1967 Session Laws or under Subchapter VIII of
Chapter 105 of the General Statutes,

c. Sales tax hold harmless reimbursement received by the county under
G.S. 105-521, and
d. Fines and forfeitures deposited in the county school fund for the most

recent year for which data are available.
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"Anticipated total county revenue availability per student" means the
anticipated total county revenue availability for the county d1v1ded by the
average daily membership of the county:

"Anticipated State average revenue availability per student”" means the sum of

all anticipated total county revenue availability divided by the average daily

membership for the State.

"Average daily membership" means average daily membership as defined in

the North Carolina Public Schools Allotment Policy Manual, adopted by the

State Board of Education. If a county contains only part of a local school

administrative unit, the average daily membership of that county includes all

students who reside within the county and attend that local school
administrative unit.

"County-adjusted property tax base" shall be computed as follows:

a. Subtract the present-use value of agricultural land, horticultural land,
and forestland in the county, as defined in G.S. 105-277.2, from the
total assessed real property valuation of the county,

b. Adjust the resulting amount by multiplying by a weighted average of
the three most recent annual sales assessment ratio studies,

c. Add to the resulting amount the:

" Present-use value of agricultural land, horticultural land ‘and
forestland, as defined in G.S. 105-277.2,

2. Value of property of public service companies, determlned in
accordance with Article 23 of Chapter 105 of the General
Statutes, and

S Personal property value for the county.

"County-adjusted property tax base per square mile" means the
county-adjusted property tax base divided by the number of square miles of
land area in the county.

"County wealth as a percentage of State average wealth" shall be computed as

follows:

a. Compute the percentage that the county per capita income is of the
State per capita income and weight the resulting percentage by a factor
of five-tenths,

b. Compute the percentage that the anticipated total county revenue.
availability per student is of the anticipated State average revenue
availability per student and weight the resulting percentage by a factor
of four-tenths,

c. Compute the percentage that the county-adjusted property tax base per
square mile is of the State-adjusted property tax base per square mile
and weight the resulting percentage by a factor of one-tenth,

d. Add the three weighted percentages to derive the county wealth as a
percentage of the State average wealth.

"Effective county tax rate” means the actual county tax rate multiplied by a

weighted average of the three most recent annual sales assessment ratio

studies.

"Effective State average tax rate" means the average of effective county tax

rates for all counties.



(10a) , "Local current expense funds" means the most recent county current expense
appropriations to public schools, as reported by local boards of education in
the audit report filed with the Secretary of the Local Government Commission
pursuant to G.S. 115C-447.

(11)  "Per capita income" means the average for the most recent three years for
which data are available of the per capita income according to the most recent
report of the United States Department of Commerce, Bureau of Economic
Analysis, including any reported modifications for prior years as outlined in
the most recent report.

(12)  "Sales assessment ratio studies" means sales assessment ratio studies
performed by the Department of Revenue under G.S. 105-289(h).

(13)  "State average current expense appropriations per student" means the most
recent State total of county current expense appropriations to public schools,
as reported by local boards of education ‘in the audit report filed with the
Secretary of the Local Government Commission pursuant to G.S. 115C-447.

(14)  "State average adjusted property tax base per square mile" means the sum of
the county-adjusted property tax bases for all counties divided by the number

. of square miles of land area in the State.

'(14a) "Supplant” means to decrease local per student current expense appropriations
from one fiscal year to the next fiscal year.

(15)  "Weighted average of the three most recent annual sales assessment ratio

" studies” means the weighted average of the three most recent anriual sales
assessment ratio studies in the most recent years for which county current
expense appropriations and adjusted property tax valuations are available. If
real property in a county has been revalued one year prior to the most recent
sales assessment ratio study, a weighted average of the two most recent sales
assessment ratios shall be used. If property has been revalued the year of the
most recent sales assessment ratio study, the sales assessment ratio for the
year of revaluation shall be used.

SECTION 7.6.(d) Eligibility for Funds. — Except as provided in subsection (h) of
this section, the State Board of Education shall allocate these funds to local school administrative
units located in whole or in part in counties in which the county wealth as a percentage of the
State average wealth is less than one hundred percent (100%).

SECTION 7.6.(e) Allocation of Funds. — Except as provided in subsection (g) of this
section, the amount received per average daily membership for a county shall be the difference
between the State average current expense appropriations per student and the current expense
appropriations per student that the county could provide given the county's wealth and an
average effort to fund public schools. (To derive the current expense appropriations per student
that the county could be able to provide given the county's wealth and an average effort to fund
public schools, multiply the county wealth as a percentage of State average wealth by the State
average current expense appropriations per student.)

The funds for the local school administrative units located in whole or in part in the
county shall be allocated to each local school administrative unit located in whole or in part in
the county based on the average daily membership of the county's students in the school units.

If the funds appropriated for supplemental funding are not adequate to fund the
formula fully, each local school administrative unit shall receive a pro rata share of the funds
appropriated for supplemental funding.



SECTION 7.6.(f) Formula for Distribution of Supplemental Funding Pursuant to

- This Section Only. — The formula in this section is solely a basis for distribution of supplemental
funding for low-wealth counties and is not intended to reflect any measure of the adequacy of the
educational program or funding for public schools. The formula is also not intended to reflect
any commitment by the General Assembly to appropriate any additional supplemental funds for
low-wealth counties.

SECTION 7.6.(g) Minimum Effort Required. — Counties that had effective tax rates
in the 1996-1997 fiscal year that were above the State average effective tax rate but that had
effective rates below the State average in the 1997-1998 fiscal year or thereafter shall receive
reduced funding under this section. This reduction in funding shall be determined by subtracting
the amount that the county would have received pursuant to Section 17.1(g) of Chapter 507 of
the 1995 Session Laws from the amount that the county would have received if qualified for full
funding and multiplying the difference by ten percent (10%). This method of calculating
reduced funding shall apply one time only.

This method of calculating reduced funding shall not apply in cases in which the
“effective tax rate fell below the statewide average effective tax rate as a result of a reduction in
the actual property tax rate. In these cases, the minimum effort required shall be calculated in
accordance with Section 17.1(g) of Chapter 507 of the 1995 Session Laws.

If the county documents that it has increased the per student appropriation to the
school current expense fund in the current fiscal year, the State Board of Education shall include
this additional per pupil appropriation when calculating minimum effort pursuant to Section
17.1(g) of Chapter 507 of the 1995 Session Laws.

SECTION 7.6.(h) Nonsupplant Requirement. — A county in which a local school
administrative unit receives funds under this section shall use the funds to supplement local
current expense funds and shall not supplant local current expense funds. For the 2005-2007
fiscal biennium, the State Board of Education shall not allocate funds under this section to a
county found to have used these funds to supplant local per student current expense funds. The
State Board of Education shall make a finding that a county has used these funds to supplant
local current expense funds in the prlor year, or the year for which the most recent data are
available, if:

(1) The current expense appropriation per student of the county for the current
year is less than ninety-five percent (95%) of the average of the local current
expense appropriations per student for the three prior fiscal years; and _

(2) The county cannot show: (i) that it has remedied the deficiency in funding or
(ii) that extraordinary circumstances caused the county to supplant local
current expense funds with funds allocated under this section.

The State Board of Education shall adopt rules to implement this section.

SECTION 7.6.(i) Reports. — The State Board of Education shall report to the Joint
Legislative Education Oversight Committee prior to May 1, 2006, if it determines that counties
have supplanted funds.

SECTION 7.6.(j) Department of Revenue Reports. — The Department of Revenue
shall provide to the Department of Public Instruction a preliminary report for the current fiscal
year of the assessed value of the property tax base for each county prior to March 1 of each year
and a final report prior to May 1 of each year. The reports shall include for each county the
annual sales assessment ratio and the taxable values of (i) total real property, (ii) the portion of
total real property represented by the present-use value of agricultural land, horticultural land,
and forestland as defined in G.S. 105-277.2, (iii) property of public service companies



determined in accordance w1th Article 23 of Chapter 105 of the General Statutes, and (iv)
personal property.

SMALL SCHOOL SYSTEM SUPPLEMENTAL FUNDING -

SECTION 7.7.(a) Funds for Small School Systems. — Except as provided in
subsection (b) of this section, the State Board of Education shall allocate funds appropriated for
small school system supplemental funding (i) to each county school administrative unit with an
average daily membership of fewer than 3,175 students and (ii) to each county school
administrative unit with an average daily membership from 3,175 to 4,000 students if the county
in which the local school administrative unit is located has a county-adjusted property tax base
per student that is below the State-adjusted property tax base per student and if the total average
daily membership of all local school administrative units located within the county is from 3,175
to 4,000 students. The allocation formula shall:

(1)  Round all fractions of positions to the next whole position. :

(2) Provide five and one-half additional regular classroom teachers in counties in
which the average daily membership per.square mile is greater than four, and
seven additional regular classroom teachers in counties in which the average

- daily membership per square mile is four or fewer.

(3) Provide additional program enhancement teachers adequate to offer the
standard course of study.

(4)  Change the duty-free period allocation to one teacher assistant per 400 average
daily membership.

(5 Provide a base for the consolidated funds allotment of at least seven hundred
forty thousand seventy-four dollars ($740,074), excluding textbooks for the
2005-2006 fiscal year and a base of seven hundred forty thousand
seventy-four dollars ($740,074) for the 2006-2007 fiscal year.

(6) Allot vocational education funds for grade 6 as well as for grades 7-12.

If funds appropriated for each fiscal year for small school system supplemental
funding are not adequate to fully fund the program, the State Board of Education shall reduce the
amount allocated to each county school administrative unit on a pro rata basis. This formula is
solely a basis for distribution of supplemental funding for certain county school administrative
units and is not intended to reflect any measure of the adequacy of the educational program or
funding for public schools. The formula is also not intended to reflect any commitment by the
General Assembly to appropriate any additional supplemental funds for such county
administrative units.

SECTION 7.7.(b) Nonsupplant Requirement. — A county in which a local school
administrative unit receives funds under this section shall use the funds to supplement local
current expense funds and shall not supplant local current expense funds. For the 2005-2007
fiscal biennium, the State Board of Education shall not allocate funds under this section to a
county found to have used these funds to supplant local per student current expense funds. The
State Board of Education shall make a finding that a county has used these funds to supplant
local current expense funds in the prior year, or the year for which the most recent data are
available, if:

(1) The current expense appropriation per student of the county for the current

year is less than ninety-five percent (95%) of the average of the local current
expense appropriations per student for the three prior fiscal years; and



(2) , The county cannot show: (i) that it has remedied the deficiency in funding or
(ii) that extraordinary circumstances caused the county to supplant local
current expense funds with funds allocated under this section.

The State Board of Education shall adopt rules to implement this section. _

SECTION 7.7.(c) Phase-Out Provisions. — If a local school administrative unit

becomes ineligible for funding under this formula because of (i) an increase in the population of
the county in which the local school administrative unit is located or (i1) an increase in the
county-adjusted property tax base per student of the county in which the local school
administrative unit is located, funding for that unit shall be continued for five years after the unit
becomes ineligible. '

SECTION 7.7.(d) Definitions. — As used in this section:

(1) "Average daily membership” means within two percent (2%) of the average
daily membership as defined in the North Carolina Public Schools Allotment
Policy Manual adopted by the State Board of Educatjon.

(2) "County-adjusted property tax base per student" means the total assessed
property valuation for each county, adjusted using a weighted average of the
three most recent annual sales assessment ratio studies, divided by the total

. humber of students in average daily membership who reside within the
county.

(2a)  "Local current expense funds” means the most recent county current expense
appropriations to public schools, as reported by local boards of education in
the audit report filed with the Secretary of the Local Government Commission
pursuant to G.S. 115C-447. '

3 "Sales assessment ratio studies" means sales assessment ratio studies
performed by the Department of Revenue under G.S. 105-289(h).
4) "State-adjusted property tax base per student" means the sum of all

county-adjusted property tax bases divided by the total number of students in
average daily membership who reside within the State.

(4a)  "Supplant" means to decrease local per student current expense appropriations
from one fiscal year to the next fiscal year.

(5) "Weighted average of the three most recent annual sales assessment ratio
studies" means the weighted average of the three most recent annual sales
assessment ratio studies in the most recent years for which county current
expense appropriations and adjusted property tax valuations are available. If
real property in a county has been revalued one year prior to the most recent
sales assessment ratio study, a weighted average of the two most recent sales
assessment ratios shall be used. If property has been revalued during the year
of the most recent sales assessment ratio study, the sales assessment ratio for
the year of revaluation shall be used.

SECTION 7.7.(e) Reports. — The State Board of Education shall report to the Joint
Legislative Education Oversight Committee prior to May 1, 2006, if it determines that counties
have supplanted funds.

SECTION 7.7.(f) Use of Funds. — Local boards of education are encouraged to use
at least twenty percent (20%) of the funds they receive pursuant to this section to improve the
academic performance of children who are performing at Level I or II on either reading or
mathematics end-of-grade tests in grades 3-8 and children who are performing at Level I or II on
the writing tests in grades 4 and 7. Local boards of education shall report to the State Board of
Education on an annual basis on funds used for this purpose, and the State Board shall report this



information to the Joint Legislative Education Oversight Committee. These reports shall specify
how these funds were targeted and used to implement specific improvement strategies of each
local school administrative unit and its schools such as teacher recruitment, closing the
achievement gap, improving student accountability, addressmg the needs of at-risk students, and
establishing and maintaining safe schools.






Supplemental Funding Low-Wealth Counties
Senate Bill 622, Section 7.6 (b)
Small School Systems Supplemental Funding

Senate Bill 622, Section 7.7 (f)

October 2005

mn Public Schools of North Carolina
State Board of Education

ﬂ: Department of Public Instruction

Financial and Business Services
Division of School Business/Information Analysis and Reporting







TABLE OF CONTENT

EXECUIVE SUMIMAIY .....eooviiieiiiiieieiie et eae e ess e eesesseeeeseseeseeesseesesnens
Explanation of Expenditures Categories. ........covuruervererrerreeerriesrereiseeeereennn.

Low-Wealth Counties Supplemental Funding.............ccooceevevvecneoeneeeeeennnn.
Expenditures Analysis by LEAs by Dollars

Low-Wealth Counties Supplémental Funding......c.cceccovvvevivinieeiceceeenn,
Expenditures Analysis by LEAs by Percentages

Small School Systems Supplemental Funding .............ccoovevveeveeveveneeeennnn.
Expenditures Analysis by LEAs by Dollars

Small School Systems Supplemental Funding ...........ccccooceveevreerereeerereennenn,
Expenditures Analysis by LEAs by Percentages






Executive Summary

Supplemental Funding Low-Wealth Counties Senate Bill, Section 7.6 (b)
This report presents the information required by legislation in Senate Bill 622, Sections 7.6 (b)
and 7.7 (f).

Use of Funds for Supplemental Funding

Pursuant to Section 7.6(b), Local Boards of Education are encouraged to use at least twenty-five
percent (25%) of the Low-Wealth County funds to improve the academic performance of children
‘performing at Level I or I on either reading or mathematics end of grade tests in grades 3-8 and
children performing at Level I or I on the writing tests in grades 4 and 7.

Source of Report Data

The Department of Public Instruction (DPI) gathered the information to compléte this report by
analyzing 2004-05 data submitted by the local education agencies through the Uniform Education
Reporting System (UERS) files.

Results of Use of Funds for Supplemental Funding

Attachment B-1 details local education agency expenditures in dollars by category for the Low-
Wealth Counties funds.

Attachment B-2 details the percentage of the total dollars expended on each category.

Attachment A provides a brief description of the types of expenditures in each category.

Supplemental Funding for Small School Systems Senate Bill, Section 7.7 (f)

Pursuant to Section 7.7 (f), Local Boards of Education are encouraged to use at least twenty
percent (20%) of the Small School System funds to improve the academic performance of
children performing at Level I or II on either reading or mathematics end of grade tests in grades
3-8 and children performing at Level I or II on the writing tests in grades 4 and 7.

Source of Report Data

The Department of Public Instruction (DPI) gathered the information to complete this report by
analyzing 2004-05 data submitted by the local education agencies through the Uniform Education
Reporting System (UERS) files.

Results of Use of Funds for Supplemental Funding

Attachment C-1 details local education agency expenditures in dollars by category for the Small
School System funds.

Attachment C-2 details the percentage of the total dollars expended on each category.

Attachment A provides a brief description of the types of expenditures in each category.
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ATTACHMENT A

Low Wealth and Small School System Supplemental Funding
Explanation of Expenditure Categories

Administration School based administrative costs. Neither low wealth nor small
county funds may be expended on central office.

Teacher Salary Salary costs associated with certified classroom teachers, including
state paid supplements.

Instructional Salary costs associated with certified instructional support. These
‘Support Salary include guidance counselors, media coordinators, speech langage
pathologists, psychologists, social workers and cenrtified nurses.

Other Salary Other salary included teacher assistants, clerical, instructional support

assistants, non certified nurses, therapists, custodians, transportation
bus safety, cafeteria workers.

Other (Non- Includes contracted services, printing, transportation
Instructional '
Salary)

Staff Development Includes all staff development costs

Supplies/ Includes textbooks, library, audiovisual materials and equipment
Equipment

Bonus & Benefits Includes social security, health insurance and retirement

Remediation & Includes remediation teachers and tutor expenditures
Tutor

Software & Includes software and instructional supplies
Instructional

Support
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