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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”

Allotment = Allocation
= Amount Budgeted
= Amount made available

for use by an LEA
= “way money goes out the

door”
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Average Daily Membership

• Most allotments are provided to LEAs on the basis
of Average Daily Membership (ADM)

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

• Not the same as attendance

• ADM =
daily sum of all students in membership for a month

total days in month
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Determining Allotted ADM

• Each fall, DPI follows these 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) Identify the higher figure (“Best 1 of 2”)

September 30, 2006:
20,417 Vs.

October 31, 2006:
20,520
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Determining Allotted ADM-Part 2

Steps, continued:

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

4) The higher number is the allotted ADMallotted ADM for
that LEA (note: LEA can do no worse than prior-
year actual, even if decline is projected)

Projected 2007-08:

20,249
October 31, 2006:

20,520
Vs.



December 13, 20078

Determining Allotted ADM-Part 3

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

Statewide Total Allotted ADMStatewide Total Allotted ADM

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

– Dollar
– Position

• Supplemental Allotments
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Basic Allotments
• Provide the foundational needs for the public

education system

• Most significant examples are:
– Classroom Teachers
– Principals and Assistant Principals
– Teacher Assistants
– Instructional Support
– Classroom Materials/Textbooks
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Basic Allotments Types-Dollar Allotments
• LEAs are 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
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Basic Allotments Types-Position Allotments
• Allocated to LEAs based on ratio of positions to

allotted ADM

• LEA hires any applicant it chooses, and State pays
the salary and benefits for that position, as
determined by the State salary schedule

• 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
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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)

• LEA may use funds to purchase any services it
deems necessary to address program purpose

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

• Allotments are simply the way money goes out the
door
– Not a requirement on how money is to be spent

• There is no “correct” level of LEA flexibility

• Disconnect between perceived flexibility and
actual flexibility?

Key Takeaways
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LEA Flexibility

• Increased local control can possibly

– Better match school spending to local priorities

– Allow LEAs to respond quickly to unforeseen spending
needs or new opportunities

– Instill sense of ownership for local educational
outcomes

The positive side of local control
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LEA Flexibility

• 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

The positive side of State control
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LEA Flexibility

• 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 teachers for 1 month, and so
on…

– As long as class size requirements are met, LEAs are
free to assign teachers however they choose

Flexibility within position allotments
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LEA Flexibility
Flexibility within position allotments

Assistant Principal

Classroom Teacher
Supplies &
Equipment

Staff Development

Convert to
dollars at State
average salary
(plus benefits)
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LEA Flexibility

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

Example 1

Example 2

Flexibility within dollar allotments

Textbook Allotment
Classroom Supplies

& Materials

Teacher Assistants Teachers
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LEA Flexibility

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

Flexibility within categorical allotments

At-Risk Student
Services

teachers,
instructional

support, TAs, etc.

materials,
equipment,

software, etc.

Saturday or after-
school academy



December 13, 200724

LEA Flexibility

LEAs can pool resources from multiple categories
Example 2

Flexibility within categorical allotments (cont.)

At-Risk Student
Services

DSSF

Saturday or after-
school academy
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LEA Flexibility
An outside view: School Finance Redesign Project
• Case study of NC’s school finance system

• Interviewed 49 State and LEA-level officials to
determine factors enabling and constraining efforts
to connect resource allocations with educational
goals

• Enabling factors:
– supportive and flexible arrangements
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LEA Flexibility

• 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 ‘rule following’ 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?

An outside view: School Finance Redesign Project
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LEA Flexibility
Key Takeaways

• Allotments are simply the way money goes out the
door
– Not a requirement on how money is to be spent

• There is no “correct” level of LEA flexibility

• Disconnect between perceived flexibility and
actual flexibility?
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Student Transportation
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Key Takeaways

• Formula is 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 adequately
addresses non-traditional education programs,
wealthier LEAs, and quality of service issues
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Purpose of Allotment

• 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 allotted 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 implemented after a systemic review of the
Transportation of Pupils allotment
– S.L 1989-752, section 55 “…These recommendations

shall include incentives for encouraging cost-effective
operations in local school administrative units…”

• Funding for LEAs is calculated through a three-step
process
– Determination of LEA’s Funding Base
– Determination of LEA’s “Budget Rating”
– Multiplication of Factors 1 and 2, and adjustment for

salaries and benefits and other legislative 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
– Salaries in 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

• Inputs:
– Expenditures/Students Transported
– Buses Operated/100 Students Transported

• Site Characteristics (to level the playing field):
– Avg. Distance from School
– Pupil Density
– Elevation
– Percentage of Children with Disabilities transported

• End result is a percentage (Budget Rating)
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Step 3: Adjustments

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

• Add funding for (positive) growth in ADM

• Adjust for Legislative 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


