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Summary of the 2004-2006 Bi enni al Budget Adopted by the
2004 Speci al Session of the General Assenbly

Thi s docunent provides a summary of anendnents to the 2004-2006
i ntroduced budget (HB/SB 5001) adopted by the General Assenbly
at their 2004 Special Session. For your reference, the budget
actions proposed by the Governor in his 2004- 2006 introduced
budget as conmunicated in Attachnent A of |nformational
Superintendent’ s Menorandum No. 223, dated Decenber 19, 2003,
and the respective budget actions adopted by the full nenbership
of the House of Del egates and the Senate as communicated in
Attachnment A of Informational Superintendent’s Menorandum No.

47, dated March 3, 2004, are shown.

Following this information, a summary of the final changes to

t he Governor’s 2004- 2006 i ntroduced budget (HB/ SB 5001) adopted
by the 2004 Special Session of the General Assenbly is shown.
These changes are noted as "Final General Assenbly Action" and
are highlighted in bold text. Please note that the 2004-2006
budget adopted by the General Assenbly now goes to the Governor
for action. The Governor nmay propose anendnents or vetoes to

t he budget or he may sign it w thout proposing any changes. The
budget is not final until signed into | aw by the Governor.

DI RECT Al D TO PUBLI C EDUCATI ON BUDGET — 2004- 2006
(HB/ SB 5001)

Techni cal Updat es

Rebase Standards of Quality (SOQ Costs for 2004-2006

Governor: The Governor’s introduced budget includes $396.0
mllion in fiscal year 2005 and $440.0 million in fiscal year
2006 to fund the state’s share of routine rebasing costs for
the Standards of Quality prograns. These techni cal

adj ustments i nclude updates for factors such as funded

sal ari es, Annual School Report data used to calculate
prevailing cost estimates, inflation, test score updates, and
enrol | nrent updates. These adjustnents reflect the cost of
continuing current prograns with the required data updates
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used in the funding formul as but do not reflect any changes in
policy.

House: Same as Governor’s introduced budget.

Senate: Sane as Governor’s introduced budget.

Fi nal General Assenbly Action: Same as CGovernor’s introduced
budget .

Updat e ADM and Fall Menbership Projections (as of Novenber
2003)

Governor: The proposed budget reflects funding necessary to
cover increases and decreases in projections of March 31,

2005, and March 31, 2006, average daily nenbership (ADM. The
proj ected ADM used in the introduced budget was forecast by

t he Departnment of Education based upon Septenber 30, 2003,

fall menbership. Al accounts that use projected fal
nmenbership in their calcul ati ons have been updated. For
fiscal year 2005, these adjustnents result in a decrease of
$3.3 mllion. For fiscal year 2006, the decrease is $2.3
mllion.

House: Sanme as Governor’s introduced budget.

Senate: Sane as Governor’s introduced budget.

Fi nal General Assenbly Action: Sane as CGovernor’s introduced
budget .

Updat e Incentive Accounts

Governor: Funding increases are included in each year of the
2004- 2006 biennium for the Early Reading Intervention
Initiative and for the Standards of Learning (SOL) Al gebra
Readi ness program Funding for both of these prograns is
based on test score data and fall nenbership. Paynents for
the Early Reading Intervention Initiative are based upon the
nunber of students in need of services determ ned by fal

nmenber ship and test score data fromthe Phonol ogi cal Awareness
Literacy Screening (PALS) diagnostic instrunment. Funding for
t he Al gebra Readi ness programis based on the nunber of
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students in grades seven and eight nmultiplied by the percent
of students in each division who failed the eighth grade math
SOL test.

Funding for the At-Risk programis also increased in both
years of the 2004-2006 biennium This programis funded

t hrough the use of an add-on weight to the Basic Aid per pupi
anount. Consequently, all technical rebasing changes to Basic
Aid also affect funding for this program

O her accounts affected by technical updates include the K-3
Primary Cl ass Size Reduction initiative and the At-Ri sk Four -
year-ol d program

Techni cal updates to the incentive accounts total $26.0
mllion in fiscal year 2005 and $26.6 mllion in fiscal year
2006.

House: Sanme as Governor’s introduced budget and updates the
cost of the K-3 O ass Size Reduction Program for an estimated
savi ngs of $650, 000 each year based on changes in the VRS rate
and the retiree health care credit rate.

Senate: Sane as Governor’s introduced budget wi th updates for
the actual cost of the K-3 Cass Size Reduction Program based
on a VRS rate of 6.56 percent and a retiree health care credit
rate of 0.59 percent. This reduces the state cost by $469, 788
in fiscal year 2005 and $483,033 in fiscal year 2006.

Fi nal General Assenbly Action: Sanme as the Governor’s

i ntroduced budget with updates for the actual cost of the K- 3
Cl ass Size Reduction Program based on a VRS rate of 6.03
percent in fiscal year 2005 and 6.62 percent in fiscal year
2006 and a retiree health care credit rate of 0.55 percent in
both years. This reduces the state cost by $1.5 million in
fiscal year 2005 and $1.2 mllion in fiscal year 2006.

Updat e Cat egorical Prograns

Governor: For the 2004-2006 bi ennium the proposed budget
contains increased funding for special education prograns
related to regional programtuition reinbursenents, state-
operated prograns, and honebound education services. Funding
for the special education foster care reinbursenent program
al so increases in the 2004- 2006 bi ennium The additi onal
funding for these prograns is required due to projected
increases in service levels for the 2004-2006 bi enni um
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Fundi ng for the academ c year Governor’s Schools programis
projected to increase in the 2004-2006 bienniumto reflect new
enrol | ment projections. Funding for the Alternative Education
program al so i ncreases due to an increase in the per pupi
anount used to fund the programin 2004- 2006.

Techni cal updates to the categorical accounts total $10.9
mllion in fiscal year 2005 and $19.5 million in fiscal year
2006.

House: Same as Governor’s introduced budget.
Senate: Sane as CGovernor’s introduced budget.

Fi nal CGeneral Assenbly Action: Same as CGovernor’s introduced
budget .

Change Virginia Retirenent System (VRS) Enpl oyer Contribution
Rates for Professional Positions

Governor: The Governor’s introduced budget adopts a | ower
enpl oyer contribution rate for retirement benefits than was
certified by the VRS Board (7.82 percent versus 8.1 percent).
This lower rate is applied to positions in the VRS

prof essi onal group based on the actuarial valuation of assets
and liabilities over 30 years (as opposed to over 23 years as
originally calculated by the VRS actuary). For the retirenent
contribution, the rates proposed for 2004- 2006 reflect the
actuarial effect of the rate increase fromfiscal year 2004
(3.77 percent to 7.82 percent). For the retiree health care
credit, the rates proposed for 2004-2006 reflect the actuari al
effect of a rate decrease fromfiscal year 2004 (0.67 percent
to 0.59 percent). These new rates are the sane in both fiscal
years.

Pl ease note that there is no enployer contribution for G oup
Life in fiscal years 2005 or 2006 reflecting the proposed
continuation of the prem umholiday in both years.

The result of these rate changes increases funding by $80.7
mllion in fiscal year 2005 and $87.3 nmillion in fiscal year
2006.

(Note: Please see the contingent appropriation section of
this attachnent for nore information about additional rate
reductions proposed by the Governor.)
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House: Proposes two actions related to state funding to
school divisions for VRS that result in a new approach to
fundi ng VRS paynents for professional and instructional
positions. First, the House restores the enpl oyer
contribution rate to the unpooled rate of 7.82 percent.
Second, the House reduces the enployer contribution rate to
t he unpool ed “normal rate” of 6.03 percent and a retiree
health care credit rate of 0.55 percent (down from 0.59
percent proposed by the Governor). These two actions result
in a net reduction in state funding of $11.4 million in fisca
year 2005 and $12.4 million in fiscal year 2006.

Thi s anendnent establishes a new policy that provides that the
VRS rate for state paynents to school divisions will be based
only on the unpool ed normal cost enployer rate. For both
years of the 2004-2006 biennium this rate will be 6.03
percent of salary. |In fiscal year 2005, school division
paynments to VRS wll be based only on the normal cost enpl oyer
rate so the rate charged would be the sane rate as the rate
funded by the state or 6.03 percent of salary.

In fiscal year 2006, however, school division paynents to VRS
wi |l be based upon the normal cost enployer rate plus a
portion of the rate needed to address the unfunded costs in
the teacher retirement pool. The enployer contribution rate
for state funding would remain at the nornmal cost enpl oyer
rate of 6.03 percent but the enployer rate charged to school
di visions by VRS would increase to an estimated 6.62 percent
of salary. Beginning in fiscal year 2006, school divisions
woul d be responsi bl e for paying 100 percent of a portion of
the unfunded liability rate above the normal cost rate. In
fiscal year 2006, the increase fromthe normal cost enpl oyer
rate of 6.03 percent to 6.62 percent is approximtely one-
third of the current unfunded liability —or- one-third of the
di fference between the normal cost enployer rate of 6.03
percent and the current fully funded enpl oyer rate of 7.82
percent. Each year after fiscal year 2006, the rate charged
to school divisions would increase by one-third of the
unfunded liability rate until the full funding rate is
achieved. No state paynents woul d be nade to school divisions
to pay the cost of the unfunded liability rate. The enpl oyee
share rate of 5.0 percent is not changed.

Senate: The Governor’s introduced budget provi ded that the
liabilities fromthe teacher retirenment fund should be
“pool ed” with those of the state enployee retirenment fund.
This pooling action reduced the rate from 7.82 percent of
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salary to 6.56 percent of salary for professional and
instructional positions for both years of the biennium This
reducti on was contingent upon approval of other actions

i ncluding the Governor’s proposed tax reform The Senate
action is the sanme as the Governor’s introduced budget but
renmoves the contingency contained in the introduced budget
related to the rate change to 6.56 percent. This would be the
rate funded in the state paynents to school divisions and al so
the rate charged to school divisions by VRS

Fi nal General Assenbly Action: Adopt ed two amendnent s
related to Virginia Retirenment System (VRS) enpl oyer rates for
2004-2006. In the first anendnent, adopted the "pool ed" VRS
rate of 6.56 percent conpared to the “unpooled” rate of 7.82
percent by renoving the contingency provisions contained in
the introduced budget. This amendnent reduces state funding
by $24.9 mllion in fiscal year 2005 and $27.5 in fiscal year
2006. In the second anendnent, adopted a rate of 6.03 percent
in fiscal year 2005 (based on the “nornmal” rate) and 6.62
percent in fiscal year 2006. This anmendnent also reflects a
retiree health care credit rate of 0.55 percent in both years
rather than the 0.59 percent rate proposed in the introduced
budget. When conpared to the “pool ed” rate of 6.56 percent in
each year, this anendnent reduces state funding by $11.4
mllion in fiscal year 2005 and $54,625 in fiscal year 2006.

The adopted VRS enpl oyer rates for 2004-2006 are as foll ows
(not including the 5.0 percent for the enployee share of the
total rate):

» Fiscal year 2005 — VRS Retirenment at 6.03 percent
and the Retiree Health Care Credit at 0.55
percent = a total rate of 6.58 percent.

» Fiscal year 2006 - VRS Retirenent at 6.62 percent
and the Retiree Health Care Credit at 0.55
percent = a total rate of 7.17 percent.

The VRS enpl oyer rates adopted by the General Assenbly for
2004- 2006 will be those (plus the enpl oyee share) used by VRS
to charge school divisions for retirenment contributions

agai nst payroll. These sane enployer rates will be used by
the Departnent of Education in making VRS paynents to schoo
di vi si ons.

The prem um holiday for VRS Group Life is maintained for both
years of the biennium (i.e., school divisions will not make a
paynment to VRS for group life benefits and divisions will not
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receive state revenue for group life contributions in fisca
years 2005 and 2006).

Updat e Sal es Tax Projections

Governor: The projected sales tax entitlenents reflect the
nost recent estinmate of the one percent sales tax, as conputed
by the Virginia Departnment of Taxation. The Departnent of
Taxati on projects one percent sales tax revenues of $884.0
mllion in fiscal year 2005 and $926.0 million in fiscal year
2006. After applying the Basic Aid offset, the net increase
in state funding is estimated to be $23.8 mllion in fisca
year 2005 and $42.4 million in fiscal year 2006.

House: |Increases the one percent sales tax estinmate by $66.5
mllion in fiscal year 2005 and $68.2 million in fiscal year
2006 due to revised forecasts and | egislation approved by the
House of Del egates. The Basic Aid off-set is $37.5 million in
fiscal year 2005 and $38.4 million in fiscal year 2006, for a
net increase in state funding of $29.1 million in fiscal year
2005 and $29.8 million in fiscal year 2006.

Senate: Increases the one percent sales tax estimate by $10.3
mllion in fiscal year 2005 and $12.7 million in fiscal year
2006 due to revised forecasts and | egislation adopted by the
Senate. The Basic Aid off-set is $5.8 million in fiscal year
2005 and $7.2 million in fiscal year 2006, for a net increase
in state funding of $4.5 million in fiscal year 2005 and $5.6
mllion in fiscal year 2006.

Fi nal General Assenbly Action: Sane as CGovernor’s introduced
budget and adopts the follow ng additional changes to the
estimate for the existing one percent portion of sales tax
dedi cated to public education:

» provides an additional $8.3 million in fiscal year 2005
and $10.0 mllion in fiscal year 2006 in the one percent
sales tax fromrevenues generated through the revised
Decenber 2003 sales tax estimte. The associ ated of fset
in Basic Aidis a $4.7 mllion reduction in fiscal year
2005 and a $5.6 nmillion reduction in fiscal year 2006 for
net additional funding of $3.6 mllion in fiscal year
2005 and $4.4 mllion in fiscal year 2006.



Attachnment A to Reg. Supts. Menp No. 3

» provides an additional $17.7 mllion in fiscal year 2005
and $21.3 mllion in fiscal year 2006 in the one percent
sal es tax fromrevenues generated through the elimnation
of certain sales tax exenptions authorized under House
Bill 5018. The associated offset in Basic Aid is a $10.0
mllion reduction in fiscal year 2005 and a $11.0 million
reduction in fiscal year 2006 for net additional funding
of $7.7 mllion in fiscal year 2005 and $9.3 million in
fiscal year 2006.

» provides an additional $1.7 million in fiscal year 2005
and $2.1 nmillion in fiscal year 2006 in the one percent
sales tax fromrevenues generated through the increase in
the sales tax on cigarettes authorized under House Bil
5018. The associated offset in Basic Aid is a $1.0
mllion reduction in fiscal year 2005 and a $1.2 nillion
reduction in fiscal year 2006 for net additional funding
of $755,058 in fiscal year 2005 and $910,563 in fi scal
year 2006.

> provides an additional $260,000 each year in the one
percent sales tax fromrevenues generated through sales
of prepaid tel ephone calling cards as authorized in House
Bill 246. The associated offset in Basic Aid is a
$146, 786 reduction in fiscal year 2005 and a $146, 478
reduction in fiscal year 2006 for net additional funding
of $113,214 in fiscal year 2005 and $113,522 in fiscal
year 2006.

See the “One Quarter Percent of Sal es Tax Revenue Dedi cated to
Publ i ¢ Education” bullet under the “Policy Changes to Direct
Aid to Public Education Funding in 2004-2006” section bel ow
for information on the additional one quarter percent of sales
tax dedicated to public education authorized by House Bil

5018.

Update Lottery Proceeds

Governor: Total Lottery proceeds are projected to increase to
$395.0 million in fiscal year 2005 and $402.0 million in
fiscal year 2006. O this amount, $20.5 million in fiscal
year 2005 and $20.7 million in fiscal year 2006 is dedi cated
to fund the additional cost of the proposed SOQ prevention,
intervention, and renedi ation program The |ocal portion of
Lottery proceeds are projected to be distributed based on a
state share of $218.26 per pupil in adjusted ADMin fi scal
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year 2005 and $219.73 per pupil in adjusted ADMin fiscal year
2006. The net effect of these increases and offsets is an
increase of $1.2 million in fiscal year 2005 and $3.9 nmillion
in fiscal year 2006

House: Same as Governor’s introduced budget for the purpose
of the Lottery revenue estimates and | ocal distribution of
Lottery proceeds; however, see section below called “ Adopt
Board of Education’s Proposed Prevention, Intervention, and
Renedi ati on Prograni for the House action related to the use
of Lottery funds for the additional cost of the proposed SOQ
prevention, intervention, and remnediation program

Senate: Sane as CGovernor’s introduced budget.

Fi nal General Assenbly Action: Same as Governor’s introduced
budget and increases the lottery per pupil anobunt as a result
of technical savings in the SOQ Prevention, Intervention, and
Renedi ati on program based on the VRS rates adopted by the
Ceneral Assenbly, which are |ower than the VRS rates used to
determ ne the cost of the programin the introduced budget. A
portion of the SOQ Prevention, Intervention, and Renedi ati on
is paid fromlottery funds. As a result of the reduced cost
of the SOQ Prevention, Intervention, and Renedi ati on program
the projected per pupil anobunts for the |ocal lottery

di stribution increase from $218.26 to $218.69 in fiscal year
2005 and from $219.73 to $220.08 in fiscal year 2006. The
proj ected net change in school division funding fromthe
reduced cost of the SOQ Prevention, Intervention, and
Renedi ati on program and the increased |ocal lottery
distribution is a reduction of $458,814 in fiscal year 2005
and a reduction of $375,704 in fiscal year 2006.

Recal cul ate Direct Aid Accounts Using 2004-2006 Conposite
| ndex

Governor: The projected entitlenments listed in Attachment B
wer e cal cul ated using the 2004-2006 conposite indices

comuni cated in Informati onal Superintendent’s Menorandum
Nunmber 208, dated Decenber 5, 2003. The data elenents used to
cal cul ate the conposite index for 2004-2006 are based on data
from 2001. For fiscal year 2005, changes in the conposite
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index result in an increase of $27.0 mllion. For fiscal year
2006, the increase is $26.5 mllion.

House: Same as Governor’s introduced budget.

Senate: Sane as Governor’s introduced budget.

Fi nal General Assenbly Action: Sanme as CGovernor’s introduced
budget .

Adj ust Summer School and Academ c Year Governor’s School Per
Pupi | Anobunts

Governor: As has been the practice in prior biennia, the per
pupil funding for these two prograns has been adjusted based
on revisions to the cal cul ated per pupil anpunts in Basic Ad
(for Governor’s School s) and the SOQ basic and renedi al
position salaries (for Renedial Sunmer School) to reflect the
rebased cost estimates for the 2004-2006 bi ennium The
addi ti onal cost fromthe change in these per pupil anounts is
an increase of $1.9 mllion in fiscal year 2005 and $2.0
mllion in fiscal year 2006.

House: Same as Governor’s introduced budget.

Senate: Sane as Governor’s introduced budget and provides
$88,914 in fiscal year 2005 and $88,965 in fiscal year 2006 to
i ncrease the Governor’s School enrollnent cap to 1,400
students per school.

Fi nal General Assenbly Action: Same as Governor’s introduced
budget and provi des $177,829 in fiscal year 2005 and $177, 930
in fiscal year 2006 to increase the Governor’s Schoo
enrol I ment cap to 1,500 students per school.

10
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Policy Changes to Direct Aid to Public Education Funding in
2004 - 2006

Re-institute Local Revenue Deducti on

Governor: The proposed budget re-institutes the deduction of
prevailing locally generated revenues fromthe Basic A d cost
cal cul ation. This anmendnent reduces Direct A d funding by
$55.1 million in fiscal year 2005 and by $55.6 million in
fiscal year 2006.

House: Provides $55.0 million in fiscal year 2005 and $55.6
mllion in fiscal year 2006 to elimnate the deduction of
prevailing locally generated revenues fromthe Basic A d cost
cal cul ati on.

Senat e: Sane as House anmendnent.

Fi nal General Assenbly Action: Adopts the House and Senate
anmendnments to reverse 100 percent of the deduction of
prevailing locally generated revenues fromthe cost of Basic
Aid proposed in the introduced budget and restore the rel ated
funding resulting in an increase of $55.0 mllion in fiscal
year 2005 and $55.6 million in fiscal year 2006.

Conti nue VPSA Technol ogy Distribution and Do Not Switch to SOQ
Prevai l i ng Technol ogy Per Pupil Anmount

Governor: The current policy of funding non-persona
technol ogy costs through the Virginia Public School Authority
equi pment notes programis maintained in the 2004- 2006

bi ennium Consequently, no funding is included in the Basic
Aid per pupil anmount for non-personal technol ogy costs. These
costs will be funded fromnote proceeds resulting in a savings
to the general fund of the Conmmonweal th. The debt service on
these notes will be paid fromthe Literary Fund. For fiscal
year 2005, this initiative results in a savings of $54.6
mllion. For fiscal year 2006, the savings is $55.2 mllion.

House: Sanme as Governor’s introduced budget.

11
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Senate: Same as Governor’s introduced budget.

Fi nal General Assenbly Action: Same as Governor’s introduced
budget and includes technical updates that specify the

cal endar year for which the debt issuance and paynents to

|l ocalities shall be conpleted and the estimated nunber of
schools eligible for the technol ogy equi pnment grants through
the Virginia Public School Authority. The debt issuance
amount is updated to $59.4 nillion each year based on the
updat ed nunber of eligible schools. The |anguage change
clarifies school eligibility for grant funding and excl udes
from fundi ng those schools or district centers that serve only
pr e- ki ndergarten students.

Fund the K-3 Primary C ass Size Reduction Initiative at the
Lower of Statew de Average Per Pupil Anount or Division Per
Pupi | Anmount

Governor: The funding formula used for the K-3 initiative is
nodi fied for the 2004- 2006 bi ennium The new formnul a provides
state funding to participating school divisions using a per
pupi|l amount that is the | ower of the division per pupi

anount or the statew de average per pupil anmount. The
practice in the 2002-2004 bi ennium had been to fund this
initiative using the higher of the division per pupil anpunt
or the statew de average per pupil amount. In both years of
the biennium this change results in a savings of $6.0
mllion.

House: Same as Governor’s introduced budget w th adjustnments
for changes in VRS rates.

Senate: Sane as Governor’s introduced budget wi th adjustnents
for changes in VRS rates.

Fi nal General Assenbly Action: Same as Governor’s introduced
budget with adjustnments in cost for the final VRS rates
adopted by the CGeneral Assenbly.

12
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| nstitute Federal Revenue Deduction in Basic Aid Fornul a

Governor: Beginning in the 2004- 2006 bi ennium certain
federal revenues will be deducted fromthe Basic A d
calculation, a practice that is simlar to the |ocal revenue
deduction noted above. This deduction is based upon a per
pupi | anount for each division that is the |lower of the schoo
division’ s actual federal receipts per pupil or the prevailing
federal revenues per pupil on a statewi de basis. To calculate
the federal deduction amount on a per pupil basis, federa
revenues received by all school divisions related to Title |
Title 11-B, Special Education (Title VI-B), Vocational
Education (Perkins Act), and Educational Technology (Title II-
D) were totaled and divided by a base Average Daily Menbership
(ADM) figure. Please note that federal revenues used for
capital outlay are not part of the deduction because school

di vi si ons do not use these revenues as operating funds. This
action results in a Basic Aid decrease of $153.2 million in
fiscal year 2005 and $154.2 million in fiscal year 2006.

House: Same as CGovernor’s introduced budget.

Senate: Provides $153.1 million in fiscal year 2005 and
$154.2 mllion in fiscal year 2006 to elimnate the deduction
of all five federal revenue sources fromthe Basic A d cost
cal cul ati on.

Fi nal General Assenbly Action: Restores $108.4 million in
fiscal year 2005 and $109.1 million in fiscal year 2006 by
partially reversing the deduction of certain federal revenues
fromthe cost of Basic Aid proposed in the introduced budget.
The additional funding reverses 70.78 percent of the deduction
of applicable federal revenues fromBasic Aid and limts the
deduction to 29.22 percent based on the estimted portion of
federal revenues that are reflected in prevailing support
costs. In addition, this anmendnent expresses the desire of
the General Assenbly that localities continue to inprove
teacher salaries, consistent with their practice in recent
years.

13
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Adopt Board of Education’s Proposed Prevention, Intervention,
and Renedi ati on Program

Governor: A new Standards of Quality prevention

intervention, and remnedi ation programis proposed for the
2004- 2006 bienniumto assist students who need additiona
instruction. This new program woul d replace the current SOQ
remedi ati on program The new program provides funding for one
hour of additional instruction per day for identified
students. Funding is calculated using the percent of students
eligible for the federal Free Lunch programas a proxy for the
nunber of eligible students. A pupil-teacher ratio is then
applied to the pool of “identified” students using a range
between 18: 1 and 10: 1, dependi ng upon a school division's
conbined failure rate on the English and math Standards of
Learning tests. Higher conbined failure rates are assigned

| ower pupil-teacher ratios. Localities nust match the state
funds based on the conposite index of |ocal ability-to-pay.

This initiative, which was approved by the Board of Education
in June 2003 as part of its revisions to the SOQ is funded at
$64.6 mllion in fiscal year 2005 and $65.0 nmillion in fiscal
year 2006. This funding represents an increase of $20.5
mllion in fiscal year 2005 and $20.7 million in fiscal year
2006 over the anmpbunt that would have been funded for the
current SOQ renedi ation program The additional funding is
supported by increased Lottery proceeds.

House: Reduces funding by $21.2 million in fiscal year 2005
and $21.4 mllion in fiscal year 2006 to restore funding to
the current SOQ renedi ati on fundi ng nmet hodol ogy (i.e., nine
positions per 1,000 students scoring in the |ower quartile on
the Stanford 9 standardized tests). Lottery funds that were
used to fund these additional costs contained in the
Governor’s budget are now used to fund other state costs for
public education; therefore, there is no change in the |ocal
distribution of lottery funds fromthe distribution contained
in the Governor’s introduced budget.

Senate: Sane as Governor’s introduced budget.

Fi nal General Assenbly Action: Sanme as Governor’s introduced
budget and reduces the cost of the SOQ Preventi on,
I ntervention, and Renedi ati on program based on the VRS rates

14
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adopted by the General Assenbly, which are |lower than the VRS
rates used to determne the cost of the programin the

i ntroduced budget. A portion of the SOQ Prevention,

I ntervention, and Renediation is paid fromlottery funds. As
a result of the reduced cost of the SOQ Preventi on,

I ntervention, and Renedi ati on program the projected per pupi
anounts for the local lottery distribution increase. The
proj ected net change in school division funding fromthe
reduced cost of the SOQ Prevention, Intervention, and
Renedi ati on program and the increased |local lottery
distribution is a reduction of $458,814 in fiscal year 2005
and a reduction of $375,704 in fiscal year 2006.

Institute a “No Loss” funding provision

Governor: For those school divisions receiving a projected
state funding allocation in fiscal year 2005 or fiscal year
2006 that is less than their projected fiscal year 2004 state
funding allocation in the Governor’s proposed anendnents to
Direct Aid for fiscal year 2004 (the “Caboose Bill”), an

addi tional state paynent will be provided to ensure that the
af fected school divisions receive a total state allocation in
fiscal years 2005 and 2006 that is at |east equal to the total
anount to be received in fiscal year 2004 under the “Caboose
Bill.” For fiscal year 2005, an additional $1.4 nmillion is
provided for this no |loss provision. For fiscal year 2006, an
additional $2.2 million is provided.

The proposed No Loss funding is cal culated on the basis that
three contingent appropriation itenms will be included in the
final fiscal year 2005 and fiscal year 2006 base of funding.
These contingent itens are: support cost of conpeting at 24.61
percent; increased ESL funding; and increased At-risk Four -
year-old funding. Please note that the | evel of No Loss
funding in fiscal year 2005 and fiscal year 2006 will not
change if any or all of these three itens are not funded in
the final 2004-2006 budget.

House: Increases funding by $1.7 mllion in fiscal year 2005
and $1.5 mllion in fiscal year 2006 by basing the no |oss
cal cul ation on fiscal year 2004 funding |evels provided in
Chapter 1042 as enacted by the 2003 General Assenbly, as
opposed to the fiscal year 2004 funding |evels proposed in
HB/ SB 29 as i ntroduced.
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Senate: Elimnates this funding in both fiscal years since
proposed fundi ng | evels recommended by the Senate in both
years do not require a no | oss paynent to maintain fiscal year
2004 fundi ng | evels.

Fi nal General Assenbly Action: Adopts the Senate anmendnent
to elimnate the no | oss paynents since the funding | evels
adopted by the CGeneral Assenbly in both years do not require a
no | oss paynent to maintain fiscal year 2004 funding | evels.

Conti nue Inplenentation of the Standards of Learni ng Web-based
Technol ogy Initiative

Governor: This initiative continues the educational

t echnol ogy notes programin 2004-2006 with debt service paid
through the Literary Fund. Approximately $59.0 million in
Virginia Public School Authority (VPSA) equi pnent notes is
expected to be issued in the spring of 2005 and 2006.
Continuation of this initiative is intended to increase school
di vi sions’ capability for web-based instruction, renediation,
and testing of the Standards of Learning.

Grant anmounts are maintained at $26, 000 per school (for
school s reporting fall nenbership and for various division and
regi onal prograns) and $50, 000 per school division. A
required |l ocal match is maintained at 20 percent of the state
grant anmount, and 25 percent of the required | ocal match nust
be used for teacher training. The goals of the program
continue to focus on | owering student-to-conputer ratios and

i ncreasi ng high speed Internet access in high schools and to
establish conmput er-based instructional, renedial, and testing
systens for the Standards of Learning.

The proposed budget al so updates the nunber of schools
eligible for fundi ng under the VPSA technol ogy grants.

Fundi ng to school divisions for the VPSA technol ogy grant
program has been increased by $468,000 in fiscal year 2005 and
by $780,000 in fiscal year 2006 based on an increase in the
nunber of reported schools.
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House: Sane as Governor’s introduced budget with technical
updates to the nunber of schools eligible to receive grants.
| ncl udes | anguage that woul d make schools with pre-

ki ndergarten as the only grade in the school ineligible to
receive grants under this program

Senate: Sane as CGovernor’s introduced budget. No technica
updat es proposed.

Fi nal General Assenbly Action: Sane as Governor’s introduced
budget and incl udes technical updates that specify the

cal endar year for which the debt issuance and paynents to

|l ocalities shall be conpleted and the estinated nunber of
schools eligible for the technol ogy equi pnment grants through
the Virginia Public School Authority. The debt issuance
amount is updated to $59.4 million each year based on the
updat ed nunber of eligible schools. The |anguage change
clarifies school eligibility for grant funding and excl udes
from fundi ng those schools or district centers that serve only
pr e- ki ndergarten students.

Continue Interest Rate Subsidy Program

Governor: Requires the VPSA to provide interest rate subsidy
progranms in the fall of 2004 and in the fall of 2005 for
Literary Fund projects on the First Priority Waiting List.
$5.0 million in subsidy grants woul d be provided in each year
of the biennium

House: Same as Governor’s introduced budget.

Senate: Sane as Governor’s introduced budget.

Fi nal General Assenbly Action: Sanme as Governor’s introduced
budget .
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Change Fundi ng Source for VRS Retirenent

Governor: The proposed budget uses $131.9 nmillion in Literary
Fund revenues in fiscal year 2005 and $135.9 nmillion in
Literary Fund revenues in fiscal year 2006 in |lieu of general
funds for VRS retirenent. This represents an increase of
$13.4 mllion in fiscal year 2005 and $17.4 mllion in fisca
year 2006 over the current level in fiscal year 2004. This
action only affects the source of funding for VRS retirenent
paynents and will not affect school divisions’ allocations for
VRS retirenent in the 2004- 2006 bi enni um

House: Sanme as Governor’s introduced budget.

Senate: Same as Governor’s introduced budget.

Fi nal General Assenbly Action: Same as Governor’s introduced
budget .

Conti nue Project G aduation

Governor: Additional funding of $2.8 million in both years of
the bienniumis provided for adm nistrative and contractua
services in support of this initiative. Governor Warner began
Project Graduation in 2002-2003 to provide additiona
opportunities for students to earn the verified units of
credit required to receive a high school diplom. Funding
will provide for continuation academ es for students who do
not graduate with their class, regional academes to help
students who are preparing for graduation, and for on-Iline
tutorials for students who need help preparing for their

St andards of Learning tests.

House: Sanme as Governor’s introduced budget.

Senate: Same as Governor’s introduced budget.

Fi nal General Assenbly Action: Same as Governor’s introduced
budget .
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| ncrease Support for No Child Left Behind Act

Governor: Additional funding is provided to help the
Departnment of Educati on devel op prograns to assi st school
divisions wth neeting the requirenents of the No Child Left
Behind Act. For fiscal year 2005, an additional $4.4 mllion
is provided. For fiscal year 2006, an additional $5.1 mllion
i s provided.

House: Same as Governor’s introduced budget; no change in
f undi ng.

Senate: Reduces funding by $908,500 in fiscal year 2005 and
$1, 408,500 in fiscal year 2006 for the various targeted
education initiatives designed to neet NCLB requirenents.
Wth the proposed funding reductions, $7.2 nillion in funding
woul d be avail abl e over the biennium This anmendnent al so
requi res the Superintendent of Public Instruction to provide
an update to the General Assenbly on expected | ocal cost

i npacts of NCLB by July 1, 2004.

Fi nal General Assenbly Action: Sanme as Governor’s introduced
budget and increases funding by $336, 500 each year for a total
of $4.7 million in fiscal year 2005 and $5.4 million in fiscal
year 2006 for targeted education initiatives to inprove
student achi evenent and teacher quality, including a nmentoring
program for teachers with no experience working in schools
that are at-risk of not neeting adequate yearly progress, a

m ddl e school math teacher initiative in at-risk schools,
turnaround specialists to enhance the | eadership in schools

t hat have consistently failed to show i nprovenent in student
progress, virtual Advanced Pl acenent courses, and CED tests as
required by the No Child Left Behind Act.

In addition, the funding includes $500, 000 both years for
conpetitive grants of $100, 000 each to be awarded to schoo

di visions that denonstrate a partnership agreenent with a
Virginia institution of higher education and/or other entity
for a defined | eadership devel opnent training programt hat
addresses the | eadership standards established for such
training as defined by the Board of Education. The Department
of Education shall establish the guidelines for schoo
divisions to apply for these grants. These grants shall be

al | ocated over the biennium

Budget | anguage requires the Departnent of Education to
continue to work with school divisions to estinmate the cost
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i npacts of the federal No Child Left Behind Act. The
Superintendent of Public Instruction is required to provide an
update on the effort to determ ne expected | ocal cost inpacts,
as well as state costs, to the Chairnen of the House
Appropriations and Senate Finance Committees by July 31, 2004,
w th subsequent updates as needed.

O her Direct Ald Policy Changes for 2004-2006 Adopted by the
Ceneral Assenbly Not in HB/ SB 5001

Fund SOQ Pol i cy Changes Adopted by the Board of Education
(other than the SOQ Prevention, Intervention, and Renediation
programincluded in the Governor’s introduced budget)

House: No additional funding provided.

Senate: Provides $123.0 million in fiscal year 2005 and
$128.0 million in fiscal year 2006 to fund additional
secondary instructional positions at a 21:1 pupil-teacher
ratio to provide the state share of cost of a daily planning
period at the secondary level. Provides $74.6 mllion in
fiscal year 2005 and $76.7 mllion in fiscal year 2006 to fund
five elenentary resource teachers per 1,000 el enentary
students. Provides $15.6 mllion in fiscal year 2005 and
$16.2 mllion in fiscal year 2006 to fund one technol ogy
instructional position and one technol ogy support position per
1, 000 students.

Fi nal CGeneral Assenbly Action: Provi des $105.7 nmillion in
fiscal year 2005 and $220.3 million in fiscal year 2006 as the
state share of cost for the follow ng changes to the SOQ
recommended by the Board of Educati on:

> Five elenmentary resource teacher positions per 1,000
students in grades K-5 (based on fall nmenbership) in both
years based on the staff needed to provide a total of three
periods of instruction per week in the areas of art, nusic,
and physi cal educati on;

» one quarter of the funding for the required daily planning
period for m ddle and high school teachers in fiscal year
2005 (resulting in a 24:1 school -1 evel pupil-teacher ratio)
and the full amunt of funding needed for a daily planning
period in fiscal year 2006 (resulting in a 21:1 school -
| evel pupil-teacher ratio); and,

» one support technol ogy position per 1,000 students (based
on fall nmenbership in grades K-12) in fiscal year 2005 and
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one support technol ogy and one instructional technol ogy
position per 1,000 students (based on fall nenbership in
grades K-12) in fiscal year 2006.

» The required additional Basic A d funding needed to support
t hese increased standards includes $83.5 million in fiscal
year 2005 and $105.35 million in fiscal year 2006
transferred fromthe Public Education Standards of
Quality/Local Real Estate Property Tax Relief Fund
aut hori zed in House Bill 5018.

» Budget | anguage provides that no school division will be
required to maintain positions neeting the increased
standards |listed above until July 1, 2005 (i.e., in fiscal
year 2006); however, the required | ocal share of funding
for these increased standards is a part of required | oca
effort in fiscal year 2005.

One Quarter Percent of Sales Tax Revenue Dedicated to Public
Educati on

Fi nal General Assenbly Action: The Public Education
Standards of Quality/Local Real Estate Property Tax Reli ef
Fund aut hori zed in House Bill 5018 provi des one quarter
percent of sales tax revenue for public education, estinmated
at $167.0 million in fiscal year 2005 and $210.7 million in
fiscal year 2006. Half of this anmobunt (one eighth of a
percent) each year will be distributed based on the npst
recent triennial census of school age popul ation, consistent
with the distribution of the existing one percent of sales tax
dedi cated to public education. For the one eighth of a
percent in sales tax revenue distributed based on school age
popul ation ($83.5 million in fiscal year 2005 and $105. 35
mllion in fiscal year 2006), the associated offset in the
state share of Basic Aidis a $47.0 mllion reduction in
fiscal year 2005 and a $59.2 million reduction in fiscal year
2006 for net additional funding of $36.5 mllion in fiscal
year 2005 and $46.0 million in fiscal year 2006.

The remaining half (one eighth of a percent) each year wll be
appropriated to Basic Aid to support the state share of cost
of the three new SOQ standards recomrended by the Board of
Education and |isted above. The one eighth of a percent
amounts are estimated to be $83.5 million in fiscal year 2005
and $105.35 million in fiscal year 2006.

Ful | Funding for Adm nistrative Support Positions in Basic Ad

House: No additional funding provided.
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Senate: Provides $22.8 mllion in fiscal year 2005 and $23.4
mllion in fiscal year 2006 to fund the state share of the
full cost of the prevailing nunber of support positions in the
adm ni strative category in Basic A d.

Fi nal General Assenbly Action: Adopts the Senate anendnent.
The restored funding anpbunts are $22.7 million in fiscal year

2005 and $23.0 mllion in fiscal year 2006 based on the final
fundi ng base adopted by the General Assenbly.

Eli mnate One-nonth Rollover of Fringe Benefit Costs

House: No additional funding provided.

Senate: Provides $22.1 mllion in fiscal year 2005 and
$253,093 in fiscal year 2006 to end the one-nonth rollover of
June’s fringe benefits paynents to the next fiscal year.

Fi nal General Assenbly Action: Provides $21.3 million in
fiscal year 2006 to end the one-nonth rollover of June’s
fringe benefits paynents to the next fiscal year. The June
2005 fringe benefit paynent will still be paid in July 2005.

The June 2006 fringe benefit paynent will not rollover to July
2006 and will be paid in June 2006.

Fund SOL Al gebra Readi ness Based on Free Lunch Eligibility
House: No change in funding.

Senate: Reduces funding by $1.1 million each year by using
free lunch eligibility instead of 8" grade SOL math test
scores as the basis for funding the program

Fi nal General Assenbly Action: Adopts the Senate anmendnent.

El i m nate Student Achi evenent Grants Fundi ng

House: Elimnates funding for the programat $10.1 mllion
each year.

Senate: No change in funding.

Fi nal General Assenbly Action: Adopts the House anendnent.
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Fundi ng for Jobs for Virginia G aduates

House: Provides $250, 000 each year for the Jobs for Virginia
Graduat es program

Senate: Provides $200,000 each year to place career
specialists in schools as part of the Jobs for Virginia
Graduat es program

Fi nal General Assenbly Action: Adopts the Senate anmendnent.

Funding for Senate Bill 518 (H ghland County) and Small School
Di vi si on Assi stance G ant

House: Sane as Governor’s introduced budget; no change in
f undi ng.

Senate: Provides $454,248 in additional funding to H ghland
County in fiscal year 2006 pursuant to SB 518 in lieu of its
$200, 000 Smal | School Division Assistance grant. As a result,
t he net additional funding proposed for Hi ghland County is
$254,248 in fiscal year 2006. No change is nade to the

exi sting Small School Division Assistance grant for Norton
Cty.

Fi nal General Assenbly Action: Provi des net additiona
funding for Hi ghland County of $153,289 in fiscal year 2006.
This reflects a paynment of $353,289 pursuant to Senate Bil
518 in lieu of the $200,000 Small School Division Assistance
grant in fiscal year 2006. No change is nmade to the existing
$200, 000 Smal |l School Division Assistance grant for the City
of Norton in either year.

Institute for Early Learning through the Arts Program

House: Provi des $250, 000 each year for the Early Learning
t hrough the Arts program

Senate: No funding provided.

Fi nal General Assenbly Action: Adopt s the House anendnent
provi di ng $250, 000 each year for the Wl f Trap Institute for
Early Learning Through the Arts to support reading and ot her
educational skills in pre-school children and to support

pr of essi onal devel opnent opportunities for educators.
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Eli m nate Funding for the Southwest Virginia Public Education
Consortiumand the WIliamKing Regional Arts Center

House: Elimnates funding for the Southwest Virginia Public
Educati on Consortium at $200, 000 each year and the WIIliam
King Regional Arts Center at $100, 000 each year.

Senate: No change in funding.

Fi nal CGeneral Assenbly Action: No change in funding.
Fund Vari ous Technical Corrections and Updates to SOQ Fundi ng

Speci al Note: The per pupil anobunts and projected
entitlenments for fiscal years 2005 and 2006 for each schoo

di vision contained in Attachment B and the Excel cal culation
file include funding for various technical corrections that
were identified after the Governor submtted his introduced
budget. The technical corrections pertain to fall nenbership
and LEP and special education child counts. |In addition, data
was provided by VRS to cal cul ate an updated prevailing non-
professional VRS rate (updated to 4.94 percent).

House: No fundi ng.

Senate: Provides $13.5 mllion in fiscal year 2005 and $5.2
mllion in fiscal year 2006 for various technical corrections
and updates nade to i nput data used for SOQ funding. The
Senat e anendnments fully fund these corrections and updates in
fiscal year 2005 and partially fund themin fiscal year 2006.

Fi nal General Assenbly Action: The General Assenbly did not
provi de additional funding to fund these technical corrections
or the updated VRS rate; however, the General Assenbly
directed that school division entitlenents and per pupi
anounts reflect these corrections and the rate update. The
per pupil anmpbunts and total funding anmounts contained in
Attachnment B and the Excel calculation file reflect those
corrections and the updated VRS rate for all school divisions.
These corrections and the updated VRS rate total approxi mately
$12.5 mllion in fiscal year 2005 and $13.1 mllion in fisca
year 2006 or approximately 0.5% of the total projected Basic
Aid entitlenments in each school division. |If sufficient
savings in actual costs are not obtained or if additional
funds are not nade avail abl e when paynents nust be nmade, Basic
Aid paynents may have to be reduced or prorated anong al

school divisions. Division entitlenents presented in
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Attachment B and the Excel calculation file show full funding
for these technical corrections and the updated VRS rate and
do not include an estinmated proration amount in the event
sufficient funding is not avail abl e.

Direct Aid Transfer and Proration Authority

House: Adds | anguage aut horizing the Departnent of Education
to transfer appropriations anong the different prograns within
Direct Aid in order to neet entitlenent paynents. Shoul d
appropriations fall short of paynent anounts after al
avai | abl e bal ances have been transferred, paynents woul d be
reduced or prorated proportionately anong all school divisions
participating in the programwhere the shortfall occurred.

Senate: No | anguage provi ded.

Fi nal General Assenbly Action: Adopt s the House anmendnent.
Elimnate the SOL Renedi ati on Program

Fi nal General Assenbly Action: Elimnates this programin

both years of the biennium reducing funding by $17.3 million
in fiscal year 2005 and by $17.4 million in fiscal year 2006.

Conti ngent Appropriations Proposed in the Introduced Budget
(HB/ SB 5001)

The following initiatives were proposed in the Governor’s

i ntroduced 2004-2006 budget (HB/SB 5001) with the funding
contingent on various actions being approved by the CGeneral
Assenbly including the Governor’s proposed tax reform package.

Conpensati on Suppl enent in Fiscal Year 2006

Governor: The Governor’s introduced budget provides funding
for a conpensation supplenent of three percent, effective
Decenber 1, 2005, covering SOQ instructional and support
positions and affected incentive accounts. Funding for the
salary increase is contained in the Central Appropriations
section of the introduced budget and is estimted at $50.1
mllion in fiscal year 2006.
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House: Elimnates funding for the three percent conpensation
suppl enent in fiscal year 2006.

Senate: Elimnates funding for the three percent conpensation
suppl enent in fiscal year 2006. Language encouragi ng | ocal
salary increases is included in the Direct A d budget.

Fi nal General Assenbly Action: Adopts the House and Senate
amendnments to elimnate the funding.

VRS Rat e Change

Governor: In addition to the three percent conpensation

suppl enment in fiscal year 2006, there would be an enpl oyer
contribution rate adjustnment for VRS retirenent, with a new
rate set at 6.56 percent in both years of the biennium which
is a reduction of 1.26 percent fromthe rate of 7.82 percent
di scussed earlier in this nenorandum This further rate
reduction is based on “pooling” the liabilities and assets of
t he teacher and state enpl oyee retirenent pools. No change is
proposed to the retiree health care credit rate of 0.59
percent .

House: Renpves contingency. See section |abel ed “Change
Virginia Retirenment System (VRS) Enpl oyer Contribution Rates
for Professional Positions.”

Senate: Renoves contingency. See section |abeled “Change
Virginia Retirement System (VRS) Enployer Contribution Rates
for Professional Positions.”

Fi nal General Assenbly Action: Renoves conti ngency | anguage.
See “Final CGeneral Assenbly Action” section |abel ed “Change
Virginia Retirenent System (VRS) Enpl oyer Contribution Rates
for Professional Positions” for nore information.

Ful 'y Fund Support Cost of Conpeting at 24.61 Percent

Governor: Fundi ng woul d be included to increase the cost of
conpeting factor for SOQ support positions from 20.92 percent
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to 24.61 percent in the nine school divisions in Planning
District Eight. This support cost of conpeting rate of 24.61
percent is the rate recommended by the Joint Legislative Audit
and Revi ew Comm ssion (JLARC) in its nost recent study of the
cost of conpeting adjustnent. This action results in an
increase of $3.4 million in fiscal year 2005 and $3.5 million
in fiscal year 2006

House: Elimnates this additional funding in both years and
reduces the funded support COCA rate to 20.92 percent in both
years.

Senate: Sanme as Governor’s introduced budget but renoves the
contingency on this funding contained in the introduced
budget .

Fi nal General Assenbly Action: Adopt s the Senate anendnent.

| ncrease the Nunber of Teachers in the English as a Second
Language (ESL) Program

Governor: In prior biennia, ESL funding was based on 10
teachers per 1,000 |imted English proficient (LEP) students.
I n the 2004- 2006 bi ennium ESL funding woul d be based on an
increase to 17 teachers per 1,000 LEP students. This proposal
increases funding by $9.0 million in fiscal year 2005 and
$10.6 million in fiscal year 2006.

House: Elimnates this additional funding in both years.

Senate: Sane as CGovernor’s introduced budget but renoves the
contingency on this funding contained in the introduced
budget .

Fi nal General Assenbly Action: Adopts the Senate anendnent.
Note: ESL positions becone an SOQ staffing requirenent and a
part of required local effort beginning in fiscal year 2005.
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Expand the At-Ri sk Four-Year-A d Program

Governor: In prior biennia, funding for this programwas
determ ned by cal cul ating an unserved popul ation of eligible
children, which was derived by deducting those served by
federal Title | or Head Start prograns fromthe total nunber
of estimated at-risk four-year-olds. Under this initiative,
the deduction for the Title | programw || be reduced by one
third, which in turn expands the pool of students eligible for
state funding. This initiative results in an increase of $2.2
mllion in each year

House: Maintains the Governor’s proposal to reduce Title |
deductions by one-third. Reduces funding by $4.9 million in
fiscal year 2005 and $5.0 mllion in fiscal year 2006 by using
each division's Basic Aid per pupil amount for funding the
program instead of the current per pupil anmount of $5, 400.
Renpves contingency requirenents.

Senate: Increases funding for the program consistent with
several recommendations fromthe JLARC fundi ng study. An
additional $49.3 million is provided in fiscal year 2005 and
an additional $49.6 mllion is provided in fiscal year 2006.
The foll owi ng changes are nmade to the funding formula: fund
all estimated at-risk four-year-olds (no deduction for Title I
pre-school or Head Start students); fund 100 percent of
estimated at-risk four-year-olds; and, provide funding at

$6, 000 per pupil. This amendnent does assune a $10.0 nmillion
participation savings in both fiscal years; however, the ful
entitlenment with no assumed participation savings i s shown for
each division in the attached files. 1In the event this
anendnent is enacted and actual participation | evels exceed

t he avail abl e appropriation, paynments woul d be reduced or
prorated proportionally across all participating schoo

di vi si ons.

Fi nal General Assenbly Action: Fundi ng is increased by
$22.6 mllion in fiscal year 2005 and $28.1 million in fiscal
year 2006 as a result of funding fornula changes that
elimnate the deduction of Title |I students fromthe formula
for determ ning the nunber of unserved children and by

i ncreasing funding to serve 90 percent of the unserved
children in fiscal year 2005 and 100 percent of the unserved
children in fiscal year 2006 (increased fromthe current

provi sion providing for 60 percent of the unserved students to
be served). 100 percent of Head Start children will continue
to be deducted in the fornula. This additional state funding

28



Attachnment A to Reg. Supts. Menp No. 3

will significantly increase funded student slots in both
years. Contingency | anguage that was contained in the
i ntroduced budget is elim nated.

Budget | anguage i ncludes the establishment of neasurable
academ c standards focusing on student achi evenent and success
and readi ness for kindergarten. Students are required to be
eval uated by school divisions as determ ned by the Departnent
of Education and division superintendents nmust certify that
the local programfollows the established standards as a
condition for receiving state funding. The departnent wl|
provi de additional information and gui dance on the new
standards required for this programat a later date in a
separat e nmenorandum

Budget | anguage all ows prograns to operate on a full-day or
hal f -day basis. Prograns operating half-day will receive
state funds pro-rated on a fractional basis as determ ned by
the portion of a full-day, school year programthat is
provided. The deadline for divisions to submt applications
to the departnent for fiscal year 2005 is extended from May
15, 2004, to June 30, 2004.

DOE CENTRAL OFFI CE BUDGET — 2004-2006 Biennial Budget
(HB/ SB 5001)

Mai ntain Current Standards of Learning (SOL) Testing Program

Governor: This initiative continues the existing SOL testing
programrequired by the Standards of Quality and the Standards
of Accreditation. Additional funding supports: (1) annual
price escalators required by the SOL testing contract; (2) SO
test adm nistration and scoring cost increases due to greater
student enrollnment; (3) expansion of the SOL history test
program (4) test devel opnent activities; and (5) federal
grants related to federal No Child Left Behind (NCLB) Act.

For fiscal year 2005, general fund appropriations increase by
$1.8 million and federal funds increase by $400,000. For
fiscal year 2006, general fund appropriations increase by $4.5
mllion and federal funds increase by $400, 000.

House: Sanme as Governor’s introduced budget.

Senate: Same as Governor’s introduced budget.
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Fi nal General Assenbly Action: Sanme as Governor’s introduced
budget .

| ncrease Funding for the National Board Certification Program

Governor: This proposal updates the projected nunber of

cl assroom teachers with National Board Certification who are
eligible to receive the initial or continuation bonus in the
2004- 2006 biennium This proposal al so reduces the initial
bonus from $5,000 to $3,000 and the continuation bonus from
$2,500 to $1,000 for teachers initially awarded National Board
Certification on or after July 1, 2004. For fiscal year 2005,
t hese actions result in additional funding of $627,500. For
fiscal year 2006, these actions result in additional funding
of $849, 000.

House: Reduces fundi ng by $297,500 in fiscal year 2005 and
$381,500 in fiscal year 2006 to reflect updated projections of
teachers eligible to receive the National Board Certification
bonus.

Senate: Reduces funding by $297,500 in fiscal year 2005 and
$381,500 in fiscal year 2006 to reflect updated projections of
teachers eligible to receive the National Board Certification
bonus. Adds $320,000 in fiscal year 2006 to restore bonus
levels to $5,000 for the initial bonus and $2,500 for the
continuation bonus. Based on these two actions, net funding
is reduced by $297,500 in fiscal year 2005 and $61,500 in
fiscal year 2006 fromthe [ evels contained in the introduced
budget .

Fi nal General Assenbly Action: Adopts the Senate anendnent.

Conti nue I npl enentation of the Web-based Standards of Learning
(SOL) Technology Initiative

Governor: This initiative funds the costs of: (1) renew ng

t he exi sting Web-based testing contract in each year of the
2004- 2006 biennium (2) additional Wb-based SOL tests at high
schools and at m ddle schools; and (3) three positions needed
to support devel opnent and inplenmentation of the initiative.
Additional funding of $1.5 million is provided in fiscal year
2005. Additional funding of $2.1 million is provided in
fiscal year 2006.

House: Sane as Governor’s introduced budget.
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Senate: Same as Governor’s introduced budget.

Fi nal General Assenbly Action: Same as Governor’s introduced
budget .

| ncrease Support for Inplenentation of No Child Left Behind
(NCLB) Act

Governor: In order to conply with the requirenments of NCLB
the central office budget is increased by $1.0 mllion in both
years of the 2004-2006 bi enni um

House: Sanme as Governor’s introduced budget.

Senate: Same as Governor’s introduced budget.

Fi nal General Assenbly Action: Same as Governor’s introduced
budget .

| npl enent St at ew de Student Information System

Governor: NCLB requires states to report an increased anpunt

of student-level information. 1In response to this
requirement, an additional $798,948 in general funds and $2.7
mllion in federal funds is added in fiscal year 2005 for the

devel opnent and i npl enentati on of a statew de student
information system For fiscal year 2006, an additional $3.6
mllion in general funds is added to the central office budget
for the devel opnent and inplenentation of this system

House: Same as Governor’s introduced budget.

Senate: Sane as CGovernor’s introduced budget.

Fi nal CGeneral Assenbly Action: Same as CGovernor’s introduced
budget .

Conti nue Project G aduation
Governor: Additional funding of $356,512 in both years of the
bi enniumis provided for admi nistrative and contract ual

services in support of this initiative.

House: Sanme as Governor’s introduced budget.
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Senate: Sane as Governor’s introduced budget.

Fi nal General Assenbly Action: Same as Governor’s introduced
budget .

Transfer Veterans Education to the Departnent of Veterans
Servi ces

Governor: This initiative transfers veterans educati onal and
training prograns to the Virginia Departnment of Veterans
Services. Federal funds of $287,267 are transferred in each
year of the biennium along with three full-tinme equival ent
posi tions.

House: Same as Governor’s introduced budget.

Senate: Sane as Governor’s introduced budget.

Fi nal CGeneral Assenbly Action: Sanme as CGovernor’s introduced
budget .

Transfer Proprietary Schools Function to the State Council for
H gher Education in Virginia (SCHEV)

Fi nal General Assenbly Action: Transfers the special funds
and one position related to the proprietary school function
fromthe Departnent of Education to SCHEV pursuant to House
Bill 637.
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