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2011 Money Report



Money Report Sections with an Impact on Students and Public Schools

Public Education — Section F

A. Technical Adjustments
1. ADM Adjustment
2. Average Salary Adjustment

B. Other Public School Funding Adjustments
3. LEA Adjustment
4. Class Size Reduction in Grades 1-3
5. Teacher Assistants
6. Decouple Master’s and NBPTS Salary Supplements
7. Fund One LEA Per County
8. Education Reform Studies
9. Testing
10. Dropout Prevention Grants
11. Student Diagnostics
12. Learn & Earn Virtual Schools
13. Learn & Earn Online
14. Small County Supplemental Funding
15. Noninstructional Support Personnel
16. Textbooks
17. Central Office Administration
18. School Building Administration
19. School Building Administration Positions Conversion
20. Instructional Support
21. School Bus Replacement
22. Mentoring
23. School Technology Fund
24. Staff Development
25. Uniform Education Reporting System (UERS)
26. More at Four Reduction
27. More at Four Transfer
28. Geographically Isolated Schools Adjustment
29. Liability Insurance for Public Schools
30. JOBS Commission Schools
31. Learn and Earn Early College High Schools

C. Pass-through Funds
32. Teacher Cadet
33. Science Olympiad
34. Kids Voting
35. NC Science , Math and Technical Education Center
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36.
37.

Tarheel ChalleNGe Academy
Teaching Fellow Fund

D. Department of Public Instruction

38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.

DPI Curriculum Division

DPI Technology Services

DPI Communications

Learn and Earn Administration

Governor’s Education Cabinet

NC Professional Teachings Standards Commission
Teacher Academy

North Carolina Center for the Advancement of Teaching (NCAAT)
Connectivity

Governor’s School

Residential Schools for the Deaf and Blind

Health and Human Services — Section G

Division of Child Development

Transportation —

1. Pre-kindergarten Funds Transfer
7. More At Four Match

Section K

56. Department of Public Instruction — Driver Education Program

Reserves/Debt Service/Adjustments -Section L
Severance Expenditure Reserve
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General Fund Availability Statement

Unappropriated Balance Remaining

Ending Unreserved Fund Balance for FY 2009-10

Anticipated Reversions for FY 2010-11 - Session Law 2011-15 (S.B. 109)
Anticipated Overcollections from FY 2010-11

Repayment of Medicaid Receipts in FY 2010-11

" Statutory Earmarks:

Savings Reserve Account
Repairs and Renovations Reserve Account

Beginning Unreserved Fund Balance
Revenues Based on Existing Tax Structure

Non-tax Revenues
Investment Income
Judicial Fees
Disproportionate Share
Insurance
Other Non-Tax Revenues
Highway Trust Fund/Use Tax Reimbursement Transfer
Highway Fund Transfer

Subtotal Non-tax Revenues
Total General Fund Availability

Adjustments to Availability: 2011 Session
Loss of Estate Tax
Jobs Package
Repeal Deduction for Sale of a Manufactured Home Community to
Manufactured Homeowners
Repeal Deduction for Severance Wages
Repeal Credit for Recycling Oyster Shells
Repeal Energy Star Tax Holiday
Repeal Sales Tax Exemption for Nutritional Supplements Sold by
Chiropractors
Repeal Wildlife Resources Commission Sales Tax Earmark
Suspend Corporate Income Tax Earmark (Public School Construction)
Increase in Judicial Fees
Increase Investment Company Notice Filing Fee
Increase Parking Fees for Visitors
Loss of Revenue from the Town of Butner
Transfer from E-Commerce Reserve Fund
Divert Funds from Parks & Recreation Trust Fund
Divert Funds from Recreational/ Natural Heritage Trust Fund
Transfer from Highway Fund for State Highway Patrol
Transfer from Highway Trust Fund for School Bus Replacement
Transfer from Mercury Prevention Pollution Fund
Transfer from Commerce - Enterprise Fund
Divert Funds from Scrap Tire Disposal Account
Divert Funds from White Goods Management Account
Diversion of Golden LEAF Funds
Tobacco Trust Fund Master Settlement Agreement Funds
Health and Wellness Trust Fund Master Settlement Agreement Funds
Transfer Health and Wellness Trust Funds to Public Health
Department of Revenue - Accounts Receivable Program
Medicaid Disproportionate Share Receipts
Adjust Transfer from Insurance Regulatory Fund
Adjust Transfer from Treasurer's Office

Subtotal Adjustments to Availability: 2011 Session
Revised General Fund Availability

Less General Fund Appropriations

Unappropriated Balance Remaining

FY 2011-12 FY 2012-13
72,311,073
236,902,394 0
537,740,799 0
180,800,000 0
(125,000,000) 0
(202,994,340) 0
(202,994,339) 0
424,454,514 72,311,073
18,129,800,000 19,181,900,000
59,400,000 76,700,000
217,800,000 217,800,000
100,000,000 100,000,000
71,400,000 73,500,000
182,500,000 182,500,000
41,500,000 27,600,000
20,230,000 24,080,000
692,830,000 702,180,000
19,247,084,514 19,956,391,073
(57,100,000) (72,200,000)
(186,400,000). (485,300,000)
100,000 100,000
16,000,000 16,400,000
100,000 100,000
1,900,000 2,000,000
300,000 400,000
22,970,000 23,920,000
0 74,750,000
60,986,955 60,986,955
1,600,000 1,600,000
550,000 550,000
(1,213,235) (1,213,235)
4,483,526 0
4,217,500 0
4,500,000 0
193,585,434 189,859,507
35,223,642 0
125,000 0
250,000
1,134,495 0
1,131,342 0
67,563,760 67,563,760
8,334,360 8,790,386
16,334,360 16,790,386
32,904,411 0
15,000,000 15,000,000
15,000,000 15,000,000
(742,348) (742,348)
(3,881,172) (3,916,453)
254,958,030 (69,561,042)
19,502,042,544 19,886,830,031
(19,429,731,471) (19,886,830,031)
72,311,073 0
Page 1
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Senate Subcommittee on Education

Public Education

GENERAL FUND
FY 1112 .
Recommended Continuation Budget $7,923,543,951 $7,923,543,951

Legislative Changes

A. Technical Adjustments

1 ADM Adjustment $55,882,651 R $143,087,414

Fully funds both years of average daily membership (ADM)
growth for public schools, providing $55.8 million in FY 2011-
12 and $143.1 million in FY 2012-13. This adjustment, which
accounts for changes in multiple allotments, has
traditionally been included in the continuation budget.

2 Average Salary Adjustment ($21,838,817) R ($22,040,287)
Adjusts several budget lines to account for the decrease in

average salaries between FY 2009-10 and FY 2010-11. This

adjustment has traditionally been included in the

continuation budget.

B. Other Public School Funding Adjustments

3 LEA Adjustment ($4,365,359) R ($65,292,506)
Increases the LEA Adjustment reduction by $4.5 million in FY

2011-12 and by $59.8 million in FY 2012-13. The State Board

of Education will distribute this reduction to all LEAs and

charter schools on the basis of ADM. LEAs and charters will

then be responsible for identifying budget reductions in

order to meet their share of the LEA Adjustment. LEAs are

expected to utilize federal Edudobs availability to minimize

reducing position allotments.

4 Class Size Reduction in Grades 1-3 $61,697,942 R $62,767,803
Adds funding for 1,124 additional teaching positions in FY

2011-12 and 1,144 additional teaching positions in FY 2012-13

to reduce the classroom teacher allotment ratios for grades 1-

3 from 1 teacher per 18 students to 1 teacher per 17 students

in both years of the biennium. A related provision, Section

7.1B, expresses the intent of the General Assembly to add

additional teachers as funds become available with a goal of

reducing the teacher allotment ratio in grades 1-3 to 1

teacher for every 15 students.

Public Education Page F 1
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Senate Subcommittee on Education FY 1112

5 Teacher Assistants ($390,519,448) R ($395,946,237) R

Funds teacher assistants on the basis of Kindergarten ADM
only. Previously, teacher assistants were funded on the
basis of ADM in grades K-3. LEAs will still have the
discretion to place teacher assistants in classrooms serving
grades K-3. $137.3 million will be available in FY 2011-12
and $148.5 million will be available in FY 2012-13 to fund
teacher assistants.

6 Decouple Master's and NBPTS Salary Supplements ($4,776,560) R ($4,776,560) R
Reduces the combined salary supplement for educational

personnel qualifying for both a master's degree and National

Board for Professional Teaching Standards (NBPTS) supplement

from 23.2% to 22.0%. NBPTS salary supplements will be

calculated as 12% of the base salary the individual receives

on the “A” salary schedule as opposed to the current practice

of calculating the NBPTS supplement from the “M” salary

schedule.

7 Fund One LEA Per County ($2,214,251) R ($11,071,255) R
Reduces funding to six base allotments received by multiple

LEAs within the same county by 20% in FY 2011-12 and

eliminates those amounts in FY 2012-13.

8 Education Reform Studies

Provides nonrecurring funding for studies of third grade $200,000 NR
literacy programs and ways to reduce the need for remedial or

developmental education in the State's higher education

institutions. Funding will be available to hire an outside

consultant to examine these topics.

9 Testing ($2,725,029) R ($2,729,677) R

Eliminates funding for four End of Course tests eliminated by
S.L. 2011-8 and not required by federal law. Those tests are
United States History, Civics and Economics, Algebra 11, and
Physical Science. The remaining testing funds are then
reduced a further 10%, leaving $8.8 million available for
testing in each year of the biennium.

10 Dropout Prevention Grants ($13,290,683) R ($13,290,683) R
Eliminates funding for the Dropout Prevention Grant program.

11 Student Diagnostics ($10,000,000) R ($10,000,000) R
Eliminates funding for the Student Diagnostics pilot program.

12 Learn & Earn Virtual Schools ($1,000,000) R ($1,000,000) R

Eliminates funding provided to four schools to provide on-
line access to Learn & Earn. Students in affected schools
may access courses through the Career and College Promise
program described in Section 7.1A.

13 Learn & Earn Online ($4,875,000) R ($4,875,000) R
Eliminates funding for Learn & Earn Online courses provided
through the UNC system.

Public Education Page F 2

18



Senate Subcommittee on Education

14 Small County Supplemental Funding ($5,146,985) R ($8,818,208) R
Restructures this allotment to restrict eligibility to only

those counties with ADM of 3,200 or less and provides per-

pupil funding on a sliding scale based on the size of the

school district. LEAs made ineligible under this formula

will have their allotment phased-out over a five-year

period. A related provision, Section 7.12, provides

additional details on this change. $38.9 million will remain

in this allotment in FY 2011-12 and $35.3 million will remain

in FY 2012-13.

15 Noninstructional Support Personnel ($59,497,471) R ($60,054,792) R
Reduces this allotment, which supports clerical, janitorial,

substitute teachers, and other personnel, by 15% in both

years of the biennium. $337.1 million will remain in this

allotment in FY 2011-12 and $340.3 million will remain in FY

2012-13.
16 Textbooks ($13,000,000) R ($13,000,000) R
Reduces funding for textbooks. $23.4 million will remain in ($79,166,861) NR ($76,500,000) NR

this allotment in FY 2011-12 and $27.2 million will remain
available in FY 2012-13.

17 Central Office Administration ($17,211,294) R ($17,254,494) R
Reduces the allotment to LEAs for the salaries and benefits

of central office staff by 16%. This staff includes, but is

not limited to, superintendents, associate and assistant

superintendents, finance officers, athletic trainers, and

transportation directors. $90.4 million will remain to

support these local staff in FY 2011-12 and $90.5 million

will remain available in FY 2012-13.

18 School Building Administration ($24,612,054) R ($25,023,016) R

Reduces the funding for assistant principal months of
employment by approximately 21%. This reduction does not
reduce any guaranteed principal positions. $302.0 million
will remain in this allotment in FY 2011-12 and $304.0
million will remain available in FY 2012-13.

19 School Building Administration Position Conversion ($7,700,000) R ($7,700,000) R
Reduces funding for this allotment based on a modification of
the allowable conversion of assistant principal and principal
months of employment. Currently, LEAs are allowed to “cash-
out” their allotted SBA months of employment at the State-
average salary and benefits, and then use the money for other
purposes. This section would continue to allow conversions,
but only at the equivalent amount for a beginning Principal
Il for converted principal positions, and the equivalent
amount for a beginning assistant principal for cashed-out
assistant principal positions.

Public Education Page F 3
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Senate Subcommittee on Education FY 1112

20 Instructional Support ($22,934,278) R ($23,149,479) R

Reduces this allotment, which supports guidance counselors,
social workers, media specialists, and other miscellaneous
personnel, by 5%. $435.8 million will remain in this
allotment in FY 2011-12 and $439.9 million will remain
available in FY 2012-13.

21 School Bus Replacement ($56,851,619) R

Provides funding in FY 2011-12 for the purchase of $21,627,977 NR
approximately 400 replacement school buses. These buses
shall be purchased without the use of extended financing.
Additional ly, provides funding for the financing payments due
for previously purchased buses. Beginning in FY 2012-13,
permanently eliminates State support for replacement of
school buses not purchased before the end of FY 2010-11 and
requires school bus purchases to become a local
responsibility. The $21.6 million in FY 2012-13 nonrecurring
funding is sufficient to support all financing payments due
for previously purchased buses.

22 Mentoring ($9,214,190) R ($9,214,190) R

Eliminates funding for this allotment. School districts may
use State and other funding sources to provide mentoring
services for beginning teachers.

23 School Technology Fund ($10,000,000) R ($10,000,000) R

Eliminates General Fund support for this purpose. An
additional $18.0 million for the Fund will remain available
from the proceeds of the Civil Penalty and Forfeiture Fund.

24 Staff Development ($12,565,063) R ($12,626,995) R

Eliminates funding for this allotment. School districts may
use State and other funding sources to support professional
development.

25 Uniform Education Reporting System (UERS) ($2,101,213) R ($2,101,213) R
Reduces funding for the Uniform Education Reporting System
(UERS) and the related NC WISE system as it moves into an

operations and maintenance phase. This adjustment will leave

$10.3 million in annual appropriations available for UERS

operations.

26 More at Four Funding Reduction ($16,000,000) R ($16,000,000) R

Reduces More at Four General Fund support by $16 million, or
approximately 20%.

27 More at Four Transfer ($65,011,651) R ($65,011,651) R
Transfers the remaining $65 million in General Fund

appropriations to the Department of Health and Human

Service's Division of Child Development (DCD) to provide a

dedicated high-quality pre-K program within its Child Care

Subsidy program. In addition, Section 5.4 of the budget bill

redirects $63 million in Lottery funding for the program to

DCD. A related provision in Section 10.7 of the bill details

the particulars of the transfer.

Public Education Page F 4
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Senate Subcommittee on Education FY 1112 FY 1213 .
28 Geographically Isolated Schools Allotment ($411,503) R ($411,503)
Eliminates support for the additional 7.5 teaching positions
provided to one school district with the characteristics
required under Section 7.26 of S.L. 2009-451, as amended.

29 Liability Insurance for Public School Personnel $3,700,000 R $3,700,000
Establishes a single State-funded liability insurance policy

for all North Carolina public schools employees. The State

Board of Education shall use funding provided to establish

this policy with the North Carolina Department of Public

Instruction serving as the master policy holder.

30 JOBS Commission Schools ($200,000) R ($200,000)
Eliminates planning funding for these two schools which will

open in the 2011-12 school year.

31 Learn and Earn Early College High Schools $200,000 R $200,000
Transfers planning funding for the two schools recommended by

the JOBS Commission. These schools shall be eligible for

Learn and Earn Early College allotment funding.

C. Pass-through Funds
32 Teacher Cadet ($340,000) R ($340,000)
Eliminates State support for this program.

33 Science Olympiad ($127,500) R ($127,500)
Eliminates State support for this program.

34 Kids Voting ($50,000) R ($50,000)
Eliminates State support for this program.

35 NC Science, Math and Technical Education Center ($100,000) R ($100,000)
Eliminates State support for this program.

36 Tarheel ChalleNGe Academy

Provides funds for the phase one construction of the National $250,000 NR

Guard Tarheel ChalleNGe Academy site in Badin, NC.

37 Teaching Fellows Fund ($210,000) R ($3,475,000) R
Reduces the General Fund appropriation for the Teaching

Fellows Fund. This reduction reflects a decrease in funds

available for administrative costs associated with the

Teaching Fellows Program in FY 2011-12 and FY 2012-13.

Additionally, funds are reduced in FY 2012-13 to phase out

support for this program. It is the intent of the General

Assembly to support its obligations to the 2011-12 class of

Teaching Fellows and prior classes until the State's

scholarship commitment is completed.

Public Education PageF 5
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House Subcommittee on Health and Human Services

Health and Human Services ' GENERAL FUND

IFY 11-12

Recommended Budget $4,927,739,648

[FY 1213

$4,928,125,764

Legislative Changes

( 1.0) Division of Child Development

1 Pre-kindergarten Funds Transfer $65,011,651
Transfers $65,011,651 from the Department of Public Instruction to

Department of Health and Human Services to operate a pre-

kindergarten program within the Division of Child Development.

Additionally, lottery funds will be allocated in the amount of

$63,135,709 for the continued payment of a high quality pre-

kindergarten program.

Sec. 10.7

7 More At Four Match ($1,305,008)

Discontinues payment for the instructional day of More At Four
students by child care subsidy funds. The combination of changing
various policies (items 6-9) will result in a net reduction of $9.7M,
leaving approximately $54M.

Health and Human Services

25

$65,011,651 R

($1,305,008) R

Page G 2
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FY 12413

House Subcommittee on Transportation

56 Driver Education Program - Reduce Appropriated Transfer ($8,686,671) R ($8,775,989) R
Authorizes local education agencies (LEAs) to assess fees of

up to seventy-five dollars ($75.00) to program participants.

Highway Fund appropriations are reduced per projected

revenues of $8,686,671 in FY 2011-12 and $8,775,989 in FY

2012-13. Estimates are based on projected ninth-grade average

daily membership and reported enrollment from fiscal years

2007-08 through 2009-10. Highway Fund appropriations total

$23,335,293 for FY 2011-12 and $23,245,975 for FY 2012-13.

Highway Fund PageK 8
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Senate Committee on Appropriations/Base Budget

Statewide Reserves

Recommended Continuation Budget

GENERAL FUND
FY 1112
$747,761,563 $747,761,563

Legislative Changes

A. Employee Benefits

1 Severance Expenditure Reserve
Provides funding for severance salary continuation payments
and health benefit coverage under the State Health Plan for

employees reduced-in-force.

Statewide Reserves
33

$75,000,000 NR

Page L 1
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Summary of Special Provisions

SUMMARY OF SPECIAL PROVISIONS AFFECTING PUBIC SCHOOLS

House Bill 200
SESSION LAW 2011-145

Appropriations Act of 2011

*Please see reports by the Department of Public Instruction and the Division of Financial Business

Services for review of all funding related requirements.

7.1 - Education Reform in North Carolina

Amends: Does not affect General Statutes

Application/Effective date: July 1, 2011

LEA action required: none

SBE/DPI action required: none specified, although may be asked to provide input

Summary: The Joint Education Oversight Committee will study

(1) implementation of a third-grade literacy policy, including a review of Florida’s reading
specialist
program;

(2) ways to hold high schools accountable for performance of students in higher education,
including
paying for developmental education; and

(3) the most cost-effective way to provide remedial education in higher education, including
redirecting university appropriations for such education to community colleges.

The budget provides $200,000 to hire an outside consultant for the study which much be reported by Ed
Oversight to the 2012 General Assembly.

7.1A - Career and College Promise

Amends: 115C-238.50, -238.50A, -238.51, -238.54 as well as changes to laws affecting community
colleges in Chapter 115D.

Application/Effective date: January 1, 2012, except Cooperative and Innovative High Schools
approved prior to July 1, 2011, must meet new requirements by July 1, 2014; and community
colleges shall generate budget FTE for instruction provided through Career and College Promise
effective January 1, 2013, through June 30, 2015

LEA action required: Modify any cooperative innovative high schools in the district as necessary
to meet new requirements.

SBE/DPI action required: Establish the Career and College Promise program in conjunction with
the North Carolina Community College System (7.1A.(a)); adopt career and college ready standards
(7.1A.(b), (c)); DPI and NC Community College shall jointly develop and implement accountability
plan (7.1A.(d))

Summary: The Career and College Promise, an initiative of Governor Perdue, consolidates and
replaces existing high school transition programs to provide clear pathways for dual enrollment in
high school and community college. Cooperative innovative high schools are redefined, including a
new limit that it has no more than 100 students per grade level. Duties are specified for the higher
education systems.

35



7.1B - Class Size Reduction for Grades 1-3

Amends: 115C-

Application/Effective date: N/A

LEA action required: none

SBE/DPI action required: none

Summary: The special provisions of the budget bill include a statement of the intent of the General
Assembly “to reduce class size in grades 1 through 3 to a class size allotment not exceeding 1:15 as
funds become available.”

7.9 - Tuition Charge for Governor’s Schools

Amends: 115C-115C-12(36)

Application/Effective date: July 1, 2011

LEA action required: none

SBE/DPI action required: May implement tuition charge for students attending the Governor’s
School to cover the costs of the School.

Summary: The budget eliminates all state funding for the Governor’s Schools beginning in 2012.
Tuition would need to increase substantially from $500 in order to make up for the loss of a
minimum of $850,000 in state funding. About 600 students participate in the summer program.
The State Board of Education is authorized to adopt tuition charges and will need to decide the
future of the Governor’s School.

7.13A - Renewal Credits for Licensure

Amends: Does not affect General Statutes

Application/Effective date: July 1, 2011

LEA action required: none — may want to advise teachers

SBE/DPI action required: Revise board policy TCP-A-005/16 N.C.A.C. 6C.307, Policies regarding
renewal requirements.

Summary: The budget bill cuts in half the number of renewal credits for a North Carolina Standard
Professional 2 professional educator’s license — from 15 to 7.5. Current board policy will need to be
revised to reflect this change. The State Board also could adjust the amount of credit given for
experience. Current policy provides that a unit of credit is equal to one-quarter hour or two-thirds
of a semester hour of IHE credit, ten clock hours of professional development, or one school year of
teaching experience.

7.13(aa), (bb), (cc)) - Elimination of Reporting Requirements — Technology Plan

Repeals: 115C-102.6C, -102.6D(d); amends 115C-102.7

Application/Effective date: July 1, 2011

LEA action required: removes requirements

SBE/DPI action required: Removes requirements; may need alternative means for monitoring
compliance with technology funds.

Summary: In order to reduce reporting requirements, the budget bill eliminates the local
technology plan. School districts will still need plans for applying for e-rate and must be able to
provide sufficient documentation of use of technology funds.

7.13(w), (), (¥), (z)) - Elimination of Reporting Requirements — Safe School Plan (Cross-referenced
under Healthy and Responsible Students)

Amends: 115C-47(32(a), -105.27(b)(2), 105.46; repeals 115C-105.47

Application/Effective date: July 1, 2011

LEA action required: removes requirements - LEAs may want to consider how to continue useful
parts of the plan.

SBE/DPI action required: removes requirements

Summary: In order to reduce reporting requirements, the budget bill eliminates the school district
safe school plan. The plan required school di§‘g'icts to identify procedures for identifying and



serving students who are at-risk, provide a plan for working with law enforcement, and identify
professional development related to the goals of the safe school plan. Earlier version of the budget
bill also called for eliminating the school improvement plan and the personal education plans.
These were restored in the technical corrections to the budget bill.

7.14 - School Building Administration

Amends: Does not affect General Statutes

Application/Effective date: July 1, 2011

LEA action required: compliance with funding requirements

SBE/DPI action required: DPI will implement and monitor compliance.

Summary: For schools created after July 1, 2011, a school with fewer than 100 students in final
average daily membership is not entitled to 12 months of employment for a principal. In
transferring funds out of school building administration, the salary transferred shall be based on the
first step of the assistant principal salary schedule/first step of the principal III salary schedule.

7.17 - School Calendar Pilot Program

Amends: Does not affect General Statutes (but see other calendar legislation, Section 7.29(a)
amending 115C-84.2)

Application/Effective date:

LEA action required: none

SBE/DPI action required: Report to the Joint Legislative Education Oversight Committee by
March 15, 2012, on the pilot program, including cost savings from consolidation of the school
calendar and the impact on student achievement.

Summary: This provision adds pilot programs for Stanly County Schools and Montgomery County
Schools with the existing pilot for Wilkes County Schools for allowing a school calendar of 185
days or 1,025 hours of instruction. (See changes in calendar law applying to school districts
requiring 185 days and 1,025 hours.) The State Board may approve a calendar waiver for up to five
days or an equivalent number of instructional hours as teacher workdays.

7.22 - North Carolina Virtual Public Schools
Adds G.S. 66-58(c) Repeals 7.4 of SL. 2010-31.

Application/Effective date: Fiscal year 2011-12

LEA action required: None

SBE/DPI action required: Implement allotment formula for NCVPS; establish a separate per
student tuition for out-of-state students, home-schooled students, and private school students; direct
NCVPS to develop and submit a plan to the Board by September 15, 2011, on generating revenue
from the sale of courses to out-of-state educational entities.

Summary: This special provision of the budget bill revises the payment structure for NCVPS
courses. (More information is available from the Financial and Business Services Division of DPI.)

7.23 - Performance-Based Reductions in Force

Amends: 115C-325(e)(2)

Application/Effective date: July 1, 2011; board policy required by July 15, 2011

LEA action required: a policy is required to be in place by July 15, 2011, that addresses criteria
specified in law (see below).

SBE/DPI action required: none

Summary: This provision does two things: (1) it eliminates the priority given to career teachers
for re-employment who have been dismissed due to a reduction in force as previously provided in
115C-325(e)(2); and (2) requires a Reduction in Force policy by July 15, 2011, that addresses
criteria set out in the budget bill. These provisions are not a part of the changes to 115C-325 so that
it is necessary to review the budget bill for these requirements. They are as follows (verbatim other
than the numbering):
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“Structural considerations, such as identifying positions, departments, courses, programs,
operations, and other areas where there are (i) less essential, duplicative, or excess personnel; (ii)
job responsibility and/or position inefficiencies; (iii) opportunities for combined work functions;
and/or (iv) decreased student or other demands for curriculum, programs, operations, or other
services.”

“Organizational considerations, such as anticipated organizational needs of the school system and
program/school enrollment.”

“In determining which employees in similar positions shall be subject to a reduction in force, a local
school administrative unit shall consider work performance.”

7.25 - Residential Schools
(See also section 44 of the Money Report)

Amends: Does not affect General Statutes

Application/Effective date:

LEA action required: none

SBE/DPI action required: DPI shall report to Joint Legislative Education Oversight Committee by
January 15, 2012, on its plan for closing one residential school and consolidating services at the
remaining two residential schools; DPI must implement the closure and consolidation July 1, 2012.
Summary: The Governor Morehead School for the Blind (in Raleigh) and the Eastern North
Carolina School for the Deaf (in Wilson) and the North Carolina School for the Deaf (in
Morganton) were transferred to the State Board on June 1, 2011, from the Department of Health and
Human Services as a result of legislation passed last year. That legislation also eliminated the 15
positions in DHHS that supported the schools, along with all the principalships and over 60 other
positions.

This year’s budget does not restore any of these positions, including the principalships at the
schools. It instead takes the continuation budget that does not have these positions and then requires
a 5% reduction. It further removes funding for the one central office position of superintendent and
instead requires that these functions be performed by the director of one of the residential schools
with a pay increase of $20,000. No positions are given to the Department of Public Instruction to
continue the services that had been provided by DHHS.

The Department of Public Instruction is directed to identify one of the three schools to close and to
consolidate services at the remaining schools. Leaders in the General Assembly have indicated that
they expect the Eastern School to be closed.

7.29 - Increase Number of Instructional Days

Amends: 115C-84.2

Application/Effective date: July 1, 2011

LEA action required: amend school calendar

SBE/DPI action required: waiver process

Summary: The budget bill increases the instructional days in the school calendar from 180 to 185
and the instructional hours from 1000 to 1025. Except for year-round schools, these days must
occur within the existing legal requirements of beginning no sooner than August 25 or closing no
later than June 10. These additional days are created by removing five protected teacher workdays.
No additional funds are provided in the budget for transportation or other expenses incurred in
holding school on these days. The legislation does provide authority for the State Board to grant a
waiver for up to five instructional days to be used as teacher workdays if the State Board finds that
it will enhance student performance to do so. The State Board set policy on this issue on June 24
and will act on any individual waiver requests at the July and August Board meetings.
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10.7 - Consolidate More at Four Program into Division of Child Development

Amends: 143B-168.4

Application/Effective date: July 1, 2011

LEA action required: determine participation in program, meet new requirements

SBE/DPI action required: transfer program

Summary: The budget bill transfers the More at Four pre-kindergarten program to the Department
of Health and Human Services. It also reduces funding by 20% and shifts the program from a free
prekindergarten program for at-risk children to a child-care subsidy model in which no more than
20% of the children can be at-risk. The State Board opposed this move as it affects the ability of
school districts and the department to effectively combine the program with federal funds and
requirements, including Head Start, Title I, and Exceptional Children. Research has found the More
at Four prekindergarten program to be highly effective given its alignment with K-3. Judge
Manning heard evidence regarding the move on June 22 to consider whether it has an impact on an
equal opportunity for a sound basic education.

28.37 - Driver Education Reform - As amended by SL 2011-334, SB 339

Amends: 115C-215,-216

Application/Effective date: July 1, 2011

LEA action required: Must implement standardized curriculum provided by the Department of
Public Instruction.

SBE/DPI action required: The State Board shall (1) establish and implement strategic plan for the
driver education program and approve criteria and standards for the program; (2) adopt the required
curriculum; and (3) adopt the salary range for delivery of driver education courses based on
instructor’s qualifications and license for driver’s education. The State Superintendent shall
organize and administer the standardized driver education program.

Summary: The driver education law, 115C-215, is rewritten to require a standardized curriculum
that meets specific requirements in the law. Local boards are required to implement this program.
These provisions originally were in SB 339 but were later incorporated into the budget bill. Senate
Bill 339 was then stripped to address only a new issue of the payment of instructors. This requires
that the ““salary range shall be based on the driver education instructor’s qualifications, certification,
and licensure specific to driver education.” The intent is to avoid paying teachers differently based
upon their qualifications and experience in their primary role with the school district.
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House Bill Summaries

HB 22 ~ SESSION LAW 2011-391
Transfer of Federal Agricultural Education Funds

Amends: Does not affect General Statutes

Application/Effective date: July 1, 2011

LEA action required: none

SBE/DPI action required: Transfer funds to the Department of Agricultural and Extension
Education at NCSU.

Summary: This special provision in the budget bill requires that the Department of Public
Instruction transfer $90,500 to the Agricultural Education and FFA Program and NCSU to support
the secondary Agricultural Education Program. In House Bill 200 (budget bill), it required a portion
of federal grants to be shared with NCSU. As this would violate federal law, the language was

changed to the specific amount in the technical corrections. However, issues remain with a transfer
of funds.

HB 48 ~ SESSION LAW 2011-8

No Standardized Testing Unless Req’d by Feds
An Act to reduce spending by eliminating statewide standardized testing in the public schools, except as
required by federal law or as a condition of a federal grant.

Amends: 115C-174.11 (See also SB 479 (SL 2011-280) Testing in Public Schools

and HB 588 (SL 2011-273) The Founding Principles Act)

Application/Effective date: Applies beginning with the 2011-2012 school year.

LEA action required: None — may want to consider any eliminated tests to continue at the local
level.

SBE/DPI action required: Elimination of tests; report of strategies to education committees.
Summary: This bill passed early in the legislative session with bi-partisan support but was not
signed by the Governor. It eliminates four of seven high school tests (United States History, Civics
and Economics, Algebra II, and Physical Science). It further prohibits the State Board from
requiring any other tests except those required by federal law or as a condition of a federal grant.
The State Board opposed the bill as it eliminates the only remaining tests in history and that the four
tests were an important part of the high school accountability model. The legislation required the
Department of Public Instruction to consider alternative strategies and report to the education
committees by June 1. The Department submitted draft legislation in response, proposing a system

of alternative assessments that included diagnostics and nationally benchmarked tests. This was
passed as SB 479.

HB 181 ~ SESSION LAW 2011-121

Add Supt. to NC Econ. Dev. Bd.
An Act to add the State Superintendent of Public Instruction to the Economic Development Board, as
recommended by the Joint Legislative Joining Our Businesses and Schools (Jobs) Study Commission.

Amends: 143B-434(b)

Application/Effective date: When it becomes law (June 13, 2011)

LEA action required: none

SBE/DPI action required: The State Superintendent will participate on the Economic Development
Board.

Summary: This legislation amends the current statute on the Economic Develop Board to add the
Superintendent of Public Instruction, or designee, to the Board. As indicated in the long title, this
addition is recommended by the Joint Legislative Joining our Businesses and Schools (JOBS) Study
Commission.
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HB 197 ~ SESSION LAW 2011-93

School Calendar Flexibility/Inclement Weather
An Act to give certain local boards of education additional flexibility with regard to instructional time lost
due to inclement weather.

Amends: 115C-84.2, -238.29F(d)(1) (Sections also amended by HB 200, Sec. 7.29)
Application/Effective date: Applied to the 2010-2011 school year only

LEA action required: optional

SBE/DPI action required: none

Summary: This bill provided flexibility in instructional hours and days due to inclement weather
and destruction due to storms and flooding. As it made its way through the committees, a number
of legislators noted that it would make more sense to make permanent changes in the law rather than
this process of annually identifying exemptions.

HB 342 ~ SESSION LAW 2011-306

High School Accreditation
An Act prohibiting any public institution of higher education from soliciting or using information regarding
the accreditation of a secondary school attended by a student as a factor affecting admissions, loans,
scholarships, or other educational activity at the public institution, unless the accreditation was conducted by
a state agency; authorizing the State Board of Education to accredit schools in a local school administrative
unit at the request of and at the expense of that unit; and modifying the budget of the Department of Public
Instruction accordingly.

Amends: 115C-12(38), 116-11, 115D-1.3 (See also SB 479, HB 338)

Application/Effective date: Applies beginning with the 2011-2012 school year

LEA action required: option for accreditation

SBE/DPI action required: Use funds available within its budget to establish position to coordinate
accreditation process; provide accreditation service upon request of local boards of education
Summary: Representative Blackwell sponsored this legislation to address the issue of schools not
receiving accreditation because of the conduct and processes of the local board of education.
(Representative Blackwell also sponsored HB 338, S.L. 2011-157, providing a process for the recall
of members of the Burke County Board of Education.) This legislation requires the State Board to
provide accreditation services based on “rigorous academic standards.” Those standards include the
Common Core State Standards that the State Board has adopted. (See SB 479 that requires the State
Board to continue this work.) The local board requesting the service must compensate the State
Board for the actual costs. The legislation further provides that universities and community colleges
in the state system may not use information regarding accreditation.

HB 344 ~ SESSION LAW 2011-395

Tax Credits for Children with Disabilities
An Act to allow an individual income tax credit for children with disabilities who require special education
and to create a fund for special education and related services.

Adds new section: 105-151.33, 115C-472.15 (also revises HB 200 by adding Section 7.31 on ADM
adjustment)

Application/Effective date: Applies to semesters for which credit is claimed beginning on or after
July 1, 2011; specific other dates apply to other provisions

LEA action required: conduct reevaluations for continued eligibility

SBE/DPI action required: Manage “Fund for Special Education and Related Services”.

Summary: Representative Stam has introduced similar legislation in prior sessions and had a
broader bill this session for tuition tax credits. This legislation provides a tax credit for up to $3000
per semester as reimbursement for actual expenses for a child with a disability whose individualized
education program developed at a public school provides for special education or related services on
a daily basis. For initial eligibility for the tax credit, the child must have attended at least the two
preceding semesters in a public school. Beginning in 2016, this initial eligibility is reduced to one
semester. The tax credit can be claimed for tuition at a private school or for special education and
related service expenses for a child who is home-schooled; it is not a flat rate, but rather expenses
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House Bill Summaries

HB 22 ~ SESSION LAW 2011-391
Transfer of Federal Agricultural Education Funds

Amends: Does not affect General Statutes

Application/Effective date: July 1, 2011

LEA action required: none

SBE/DPI action required: Transfer funds to the Department of Agricultural and Extension
Education at NCSU.

Summary: This special provision in the budget bill requires that the Department of Public
Instruction transfer $90,500 to the Agricultural Education and FFA Program and NCSU to support
the secondary Agricultural Education Program. In House Bill 200 (budget bill), it required a portion
of federal grants to be shared with NCSU. As this would violate federal law, the language was
changed to the specific amount in the technical corrections. However, issues remain with a transfer
of funds.

HB 48 ~ SESSION LAW 2011-8

No Standardized Testing Unless Req’d by Feds
An Act to reduce spending by eliminating statewide standardized testing in the public schools, except as
required by federal law or as a condition of a federal grant.

Amends: 115C-174.11 (See also SB 479 (SL 2011-280) Testing in Public Schools

and HB 588 (SL 2011-273) The Founding Principles Act)

Application/Effective date: Applies beginning with the 2011-2012 school year.

LEA action required: None — may want to consider any eliminated tests to continue at the local
level.

SBE/DPI action required: Elimination of tests; report of strategies to education committees.
Summary: This bill passed early in the legislative session with bi-partisan support but was not
signed by the Governor. It eliminates four of seven high school tests (United States History, Civics
and Economics, Algebra II, and Physical Science). It further prohibits the State Board from
requiring any other tests except those required by federal law or as a condition of a federal grant.
The State Board opposed the bill as it eliminates the only remaining tests in history and that the four
tests were an important part of the high school accountability model. The legislation required the
Department of Public Instruction to consider alternative strategies and report to the education
committees by June 1. The Department submitted draft legislation in response, proposing a system
of alternative assessments that included diagnostics and nationally benchmarked tests. This was
passed as SB 479.

HB 181 ~ SESSION LAW 2011-121

Add Supt. to NC Econ. Dev. Bd.
An Act to add the State Superintendent of Public Instruction to the Economic Development Board, as
recommended by the Joint Legislative Joining Our Businesses and Schools (Jobs) Study Commission.

Amends: 143B-434(b)

Application/Effective date: When it becomes law (June 13, 2011)

LEA action required: none

SBE/DPI action required: The State Superintendent will participate on the Economic Development
Board.

Summary: This legislation amends the current statute on the Economic Develop Board to add the
Superintendent of Public Instruction, or designee, to the Board. As indicated in the long title, this
addition is recommended by the Joint Legislative Joining our Businesses and Schools (JOBS) Study
Commission.
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HB 197 ~ SESSION LAW 2011-93

School Calendar Flexibility/Inclement Weather
An Act to give certain local boards of education additional flexibility with regard to instructional time lost
due to inclement weather.

Amends: 115C-84.2, -238.29F(d)(1) (Sections also amended by HB 200, Sec. 7.29)
Application/Effective date: Applied to the 2010-2011 school year only

LEA action required: optional

SBE/DPI action required: none

Summary: This bill provided flexibility in instructional hours and days due to inclement weather
and destruction due to storms and flooding. As it made its way through the committees, a number
of legislators noted that it would make more sense to make permanent changes in the law rather than
this process of annually identifying exemptions.

HB 342 ~ SESSION LAW 2011-306

High School Accreditation
An Act prohibiting any public institution of higher education from soliciting or using information regarding
the accreditation of a secondary school attended by a student as a factor affecting admissions, loans,
scholarships, or other educational activity at the public institution, unless the accreditation was conducted by
a state agency; authorizing the State Board of Education to accredit schools in a local school administrative
unit at the request of and at the expense of that unit; and modifying the budget of the Department of Public
Instruction accordingly.

Amends: 115C-12(38), 116-11, 115D-1.3 (See also SB 479, HB 338)

Application/Effective date: Applies beginning with the 2011-2012 school year

LEA action required: option for accreditation

SBE/DPI action required: Use funds available within its budget to establish position to coordinate
accreditation process; provide accreditation service upon request of local boards of education
Summary: Representative Blackwell sponsored this legislation to address the issue of schools not
receiving accreditation because of the conduct and processes of the local board of education.
(Representative Blackwell also sponsored HB 338, S.L. 2011-157, providing a process for the recall
of members of the Burke County Board of Education.) This legislation requires the State Board to
provide accreditation services based on “rigorous academic standards.” Those standards include the
Common Core State Standards that the State Board has adopted. (See SB 479 that requires the State
Board to continue this work.) The local board requesting the service must compensate the State
Board for the actual costs. The legislation further provides that universities and community colleges
in the state system may not use information regarding accreditation.

HB 344 ~ SESSION LAW 2011-395

Tax Credits for Children with Disabilities
An Act to allow an individual income tax credit for children with disabilities who require special education
and to create a fund for special education and related services.

Adds new section: 105-151.33, 115C-472.15 (also revises HB 200 by adding Section 7.31 on ADM
adjustment)

Application/Effective date: Applies to semesters for which credit is claimed beginning on or after
July 1, 2011; specific other dates apply to other provisions

LEA action required: conduct reevaluations for continued eligibility

SBE/DPI action required: Manage ‘“Fund for Special Education and Related Services”.

Summary: Representative Stam has introduced similar legislation in prior sessions and had a
broader bill this session for tuition tax credits. This legislation provides a tax credit for up to $3000
per semester as reimbursement for actual expenses for a child with a disability whose individualized
education program developed at a public school provides for special education or related services on
a daily basis. For initial eligibility for the tax credit, the child must have attended at least the two
preceding semesters in a public school. Beginning in 2016, this initial eligibility is reduced to one
semester. The tax credit can be claimed for tuition at a private school or for special education and
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