Attachnment A to Reg. Supts. Menp No. 001

Summary of the Amended 2006- 2008 Bi enni al Budget
Adopt ed by the 2007 General Assenbly Affecting the
Direct Ald to Public Education and Departnent of
Education Central Ofice Budgets

Thi s docunent provides a summary of anendnents to the 2006-2008
bi enni al budget (HB 1650/ SB 750 as introduced) that were adopted
by the 2007 General Assenbly on February 24, 2007.

For your reference, the budget amendnents proposed by the
Governor in HB 1650/ SB 750 (as communi cated in Attachnment A of

| nf ormati onal Superintendent’s Menorandum No. 262), and the
respective budget anmendnents adopted by the full nenbership of

t he Senate and House of Del egates (as communicated in Attachment
A of Informational Superintendent’s Menorandum No. 039), are
shown.

Following this information, a sunmary of the final changes to
the Governor’s anmended 2006- 2008 budget (HB 1650/ SB 750) adopt ed
by the General Assenbly is shown. These changes are noted as
“Final General Assenbly Action” and are highlighted in bold
italics. The adopted changes affect fiscal years 2007 and 2008.
Fi scal year 2007 began on July 1, 2006, and ends on June 30,
2007. Fiscal year 2008 begins on July 1, 2007, and ends on June
30, 2008.

Pl ease note that the amended 2006-2008 budget adopted by the
General Assenbly now goes to the Governor for action. The
Governor may propose amendnents or vetoes to the budget, or he
may sign it w thout proposing any changes. The budget is not
final until signed into | aw by the Governor.

Amendrents to the Direct Aid to Public Education budget are
descri bed bel ow; information about anmendnents to the DCE Central
O fice budget begins on page 15.

Amendnents to the Direct Aid to Public Education Budget

Techni cal Adjustnments to Existing Direct Aid Prograns

Update Average Daily Menbership (ADM and Fall Menbership
Governor - The proposed budget reflects revised projections of

March 31, 2007, and March 31, 2008, unadjusted and adj usted
average daily nenbership (ADM for each school division.
Projected ADM was originally forecast by the Departnent of
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Educati on based on actual data through Septenber 30, 2005,

fall menbership. The nost recent projections contained in the
Governor’s introduced budget have been revised based on act ual
March 31, 2006, ADM and Septenber 30, 2006, fall nenbership.

On a statew de basis, the revised unadjusted ADM proj ections
are 5,742 students lower in fiscal year 2007 and 8, 448
students lower in fiscal year 2008 than the original

proj ections contained in Chapter 10. The ADW based
entitlements for fiscal years 2007 and 2008 are reconputed
based on these revised projections. |In addition, all accounts
that are allocated on the basis of fall nenbership have been
updated for actual fall nenbership in fiscal year 2007 and
reprojected fall nenbership in fiscal year 2008. The ADM and
fall menbership updates result in an estimted decrease on a
statewide basis in Direct Aid paynents of $20.4 million in
fiscal year 2007 and $35.8 million in fiscal year 2008.

Senate — Sanme as CGovernor’s anended budget.
House — Sane as Governor’s anmended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

Updat e Sal es Tax Projections
Governor - The Governor’s anendnents reflect the nost recent
estimate of sales tax revenue dedicated to public education
for fiscal years 2007 and 2008, as conputed by the Departnent
of Taxation. The revised estimate of sales tax revenues
i ncl ude both the one percent portion and the one-eighth
percent portion that are appropriated for distribution to
school divisions. The projected sales tax entitlenents
contained in Attachnent B and in the Excel calculation file
reflect the revised estimates for these two sal es tax sources,
whi ch are shown in Attachnment B and in the Excel file as a
single revenue line-item

The Departnment of Taxation’s |atest estinmate of the one
percent and one-ei ghth percent sales tax revenue is

$1, 139, 300, 000 for fiscal year 2007 and $1, 198, 700, 000 for
fiscal year 2008. These revised sales tax estinmates are
approximately $2.7 mllion higher in fiscal year 2007 and $6.1
mllion higher in fiscal year 2008 than the projections
contained in Chapter 10. As required by the Basic A d funding
formula, state Basic Aid paynents have been decreased to
offset a portion of the increased sales tax revenues that are
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projected to be distributed to divisions. The anount of the
Basic Aid offset is determ ned by each division’s conposite
i ndex of local ability-to-pay. The state share of Basic A d

decreases approximately $1.5 million in fiscal year 2007 and
$3.4 million in fiscal year 2008 due to the revised sal es tax
estimates. In addition, the |ocal share of Basic Ad

decreases in both years due to the increased sal es tax
esti nat es.

The fiscal year 2007 hold harm ess sal es tax paynent i ncl uded
in Chapter 10 (and described in detail in Regul atory

Superi ntendent’s Menorandum No. 009, dated Cctober 6, 2006),
is reduced by $1.2 mllion in the Governor’s anended budget to
account for the increased sales tax estimate in fiscal year
2007. The fiscal year 2007 hold harm ess sal es tax paynent
was provided in the adopted Chapter 10 budget in response to
erroneous sales tax estimates that were adopted in the initial
2006- 2008 budget (Chapter 3). The Governor’s anended budget
provides a total of $55.5 million in fiscal year 2007 only for
the sales tax hold harnl ess paynent. The hold harm ess
paynent will be nade on a quarterly basis to divisions in
order to maintain the sanme | evel of projected state funding in
fiscal year 2007 as provided by the initial 2006-2008 budget
(Chapter 3). Please note that the Governor’s budget does not
propose extending the sales tax hold harm ess paynent to
fiscal year 2008; the Governor mmintains the sales tax hold
harm ess paynent for fiscal year 2007 only.

Senate — The Senate budget increases the one percent sales tax
estimate by $3.4 mllion in fiscal year 2007 to

$1, 142, 665, 205. The resulting Basic Aid offset fromthe
increased sales tax estimate is a decrease of $1.9 nmillion in
fiscal year 2007. In addition, the fiscal year 2007 hold
harm ess sal es tax paynent included in HB 1650/ SB 750 (and
described in detail in Regulatory Superintendent’s Menorandum
No. 009, dated Cctober 6, 2006), is reduced by $1.5 mllion to
account for the increased sales tax estinmate in fiscal year
2007. The Senate’s proposed budget provides a total of $54.0
mllion in fiscal year 2007 only for the sales tax hold
har m ess paynent.

For fiscal year 2008, increases the one percent sales tax
estimate by $3.5 million to $ 1,202,199,660. The resulting
Basic Aid offset fromthe increased sales tax estimate is a
decrease of $2.0 million in fiscal year 2008, for a net state
fund increase to school divisions of $1.5 mllion in fiscal
year 2008.
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House — Sane as Governor’s anended budget.

Final General Assenbly Action — Adopts the Senate anendnent.

Update Lottery Profits Forecast

- Governor - The Governor’s anended budget reflects a decrease
of $20.7 mllion in fiscal year 2007 (from $442.6 mllion to
$421.9 million) and $20.7 mllion in fiscal year 2008 (from
$426.1 million to $405.4 mllion) in Lottery proceeds versus
the lottery projections contained in Chapter 10. This
adjustnment is based on the revised estinmated i npact of the
North Carolina lottery. These amobunts include a portion used
to offset the state share of cost for the SOQ Preventi on,
I ntervention, and Renedi ati on program and for Basic Ad, as
wel |l as the local portion distributed to divisions on a per
pupil basis. The lottery revenue estimate for fiscal year
2007 includes $16.5 mllion in carry-over lottery funds from
fiscal year 2006. This carry-over anount has not changed from
t he Chapter 10 appropriation.

The total |ocal share of Lottery proceeds that will be
distributed directly to school divisions on a per pupil basis
in fiscal year 2007 is $155.3 million. O this amount, $148.9

mllion reflects the local share of the current year Lottery
estimate and $6.4 nillion reflects the | ocal share of the
$16.5 mllion carry-over anount fromfiscal year 2006. In

fiscal year 2008, the total distribution to school divisions
is estimated at $148.9 mllion. The revised per pupil anounts
used to distribute current year Lottery proceeds are $222. 24
in fiscal year 2007 and $220.99 in fiscal year 2008 per pupi
in adjusted ADM The revised per pupil amount in fiscal year
2007 for the fiscal year 2006 carry-over Lottery proceeds is
$9.50 per pupil in adjusted ADM

In addition, a recent audit of fiscal year 2005 lottery
proceeds resulted in an additional $351,586 in lottery
proceeds fromfiscal year 2005 that are available for public
education in fiscal year 2007. These funds are directed to
of fset the cost of the hold harm ess sal es tax paynent,

di scussed in the preceding section, in fiscal year 2007 only.

Senate — Sane as Governor’s anended budget.
House — Sane as Governor’s anmended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .
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Techni cal Adjustnments to Standards of Quality (SOQ Accounts

Governor - The Governor’s anmended budget recogni zes savi ngs of
$2.0 million in fiscal year 2007 and $3.1 mllion in fisca
year 2008 resulting fromtechnical updates to tw SOQ
accounts. These updates include actual fiscal year 2007
student counts for the English as a Second Language (ESL)
account, and the Renedi al Summer School account. Revised
projections for fiscal year 2008 for both accounts are based
on the actual student counts fromfiscal year 2007.

Senate — Sane as CGovernor’s anmended budget.
House — Sane as Governor’s amended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

Techni cal Adjustnments to Incentive and Categorical Accounts

Sc

Governor - Various technical adjustnents have been made to
incentive and categorical accounts to reflect the |atest

i nformati on on special education student counts, PALS
assessnent data, actual and updated projected participation in
prograns, and Governor’s Schools enrollnment. Funding is
reduced by $10.2 million in fiscal year 2007 and by $6.9

mllion in fiscal year 2008 for these technical updates.
Si gni ficant budget adjustnments contained in this particul ar
amendnent are discussed in nore detail in the follow ng

par agr aphs.
Senate — Same as Governor’s anmended budget.
House — Sanme as CGovernor’s anmended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

hool Breakfast Program

Governor - The Governor’s anmended budget includes full funding
for actual participation in the School Breakfast programin
fiscal year 2007, and additional funding in fiscal year 2008
for updated projected participation in this program Chapter
10 assuned participation savings in both years of the biennium
for this program however, when actual reinbursenent data from
school year 2005-2006 was submitted by participating school

di visions, the cost of actual participation exceeded the
fundi ng appropriated in Chapter 10. The Governor’s anended
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budget provides $168,950 in fiscal year 2007 to reflect actual
participation in the program and provides $472,121 in fi scal
year 2008 for projected growh in School Breakfast program
partici pation.

Senate — Same as Governor’s anmended budget.

House — The House budget reduces funding in fiscal year 2008
by $303,171 to $1, 060,971, which level funds the program based
on the fiscal year 2007 appropriation included in the
Governor’s anmended budget.

Fi nal General Assenbly Action — Adopts the House anendnent.

At -ri sk Four-year-old Program
Governor - The Governor’s anended budget includes full funding
for actual participation in the At-risk Four-year-old program
(a conponent of the Virginia Preschool Initiative) for fiscal
year 2007. The Governor maintains $2.0 mllion in unexpended
bal ances in this account in fiscal year 2007 to provide grants
to school divisions for one-tine costs related to the start-up
or expansion of At-risk Four-year-old prograns. The
Governor’s anended budget continues to assune esti mated
participation savings for the At-risk Four-year-old programin
fiscal year 2008. Funding was reduced by $12.2 mllion in
fiscal year 2008 in Chapter 10 for estimated non-participation
in this program and the Governor’s budget continues this
assunption. This action is intended to capture antici pated
savings from projected non-participation in the At-risk Four-
year-old programin fiscal year 2008; it is not intended to
reduce actual entitlenents in fiscal year 2008.

Pl ease note that the school division entitlenment sheets shown
in Attachment B and in the Excel calculation file reflect the
full fornul a-based entitlements for the At-risk Four-year-old
programin fiscal year 2008. |In the event that entitlenments
from actual participation exceed the avail abl e appropriation,
paynents to school divisions for the At-risk Four-year-old
programin fiscal year 2008 may have to be prorated on a
statewi de basis if supplenental funding to recognize actua
participation is not provided through amendnents to the budget
during the 2008 session of the General Assenbly.

Senate — The Senate budget reduces the $2.0 mllion included
in the Governor’s anended budget to provide grants to school
di visions for one-tinme costs related to the start-up or
expansion of Virginia Preschool Initiative prograns by
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$670,000 in fiscal year 2007 based on actual division
participation in the start-up/expansi on conponent of the VPI
program

House — Sane as Governor’s anmended budget.

Final General Assenbly Action — Reduces the $2.0 million
included in the Governor’'s anmended budget to provide grants to
school divisions for one-tine costs related to the start-up or
expansion of Virginia Preschool Initiative prograns by

$500, 000 in fiscal year 2007 based on actual division
participation in the start-up/expansi on conponent of the VPI
program

Early Reading Intervention Program (technical updates to
formul a)
Governor - As required by the current appropriation act, the
estimated nunber of students eligible for the Early Readi ng
I ntervention programin fiscal years 2007 and 2008 is
recal cul ated based on updated assessnent data fromthe
Phonol ogi cal Awareness and Literacy Screening (PALS) for the
2005- 2006 school year. The funding for the Early Readi ng
Intervention programis reduced by $1.7 mllion in both fisca
years as a result of updating PALS data in the funding
f or mul a.

Senate — Sane as Governor’'s anended budget.
House — Sane as Governor’s anmended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

Speci al Education Incentive and Categorical Accounts

- Governor - Several updates are nade to the special education
categorical prograns. Funding for regional special education
programtuition is decreased by $3.2 million in fiscal year
2007 and by $3.5 mllion in fiscal year 2008 for projected
cost decreases across regional progranms. |In addition, funding
for the provision of education services for honebound students
is reduced by $1.6 mllion in fiscal year 2007 based upon
actual costs, and reduced by a projected $1.5 million in
fiscal year 2008.

Senate — Sane as CGovernor’s anended budget.
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House — Sane as Governor’s anended budget.

Final General Assenbly Action — Sane as Governor’s anended
budget .

Academ ¢ Year Governor’'s School s
Governor - Funding for the academ c year Governor’s School s
prograns is adjusted to reflect actual enrollnment as of
Sept enber 30, 2006. Based on actual fall 2006 enroll nent
data received and revised projections of second senester
enrollment in fiscal year 2007 and fiscal year 2008
enrol Il nent, a cost savings of $785,714 in fiscal year 2007 and
of $382,199 in fiscal year 2008 is recognized.

Senate — Sane as Governor’s anended budget.

House — The House budget provides an additional $48,080 in
fiscal year 2007 to fund Grayson County and Galax City school
di visions for students attending A Linwood Holton Governor’s
School .

Fi nal General Assenbly Action — Adopts the House anmendnent but
reduces the additional funding to $29, 204 based on act ual
fiscal year 2007 enrollnment for Gayson County and Galax City
school divisions at the A Linwod Holton Governor’s School .

SOL Web-based Technology Initiative

- Governor - Based on Septenber 30, 2006, fall nenbership data,
t he nunber of schools eligible for funding under the Virginia
Public School Authority (VPSA) technol ogy grants (supporting
the SOL Web- based Technology Initiative) has been updat ed.
Fundi ng for the VPSA technol ogy grant program has been reduced
by $234,000 in fiscal year 2007 and by $234,000 in fiscal year
2008 based on a reduction in the nunber of schools reported in
2006 fall menbership.

Senate — Sane as CGovernor’s anmended budget.
House — Sane as Governor’s amended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .
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Fundi ng for New or Expanded Prograns in the Direct A d Budget

Update Fringe Benefit Rates in Fiscal Year 2008
Governor - The Governor’s anended budget proposes updated
fringe benefit rates for group life and the retiree health
care credit in fiscal year 2008. For the group life
contribution, the enployer rate proposed for fiscal year 2008
reflects a rate decrease from Chapter 10 (from 0.45 percent to
0.40 percent). The group |ife enployee rate for fiscal year
2008 changes from 0. 68 percent to 0.60 percent. For the
retiree health care credit, the rate proposed for fiscal year
2008 reflects a rate increase from Chapter 10 (from 0. 49
percent to 0.70 percent). These enployer rate changes
increase funding by $4.3 nmillion in fiscal year 2008.

Senate — Accepts the Governor’s recommended group life rates
and provides $11.9 mllion in fiscal year 2008 to increase the
retiree health care credit for teachers from$2.50 to $4. 00
per nonth per year of credible VRS service and renove the cap
of 30 years of service as provided in SB 1218/ HB 2370,
effective July 1, 2007. |f adopted, the retiree health care
credit enployer rate would increase fromO. 70 percent as
proposed in the introduced budget to 1.16 percent, effective
July 1, 2007.

House — Accepts the Governor’s recommended group life rates
and provides $5.7 mllion in fiscal year 2008 to increase the
retiree health care credit for teachers from $2.50 to $4.00
per nonth per year of service as provided in HB 2370,
effective January 1, 2008. |If adopted, the retiree health
care credit enployer rate would increase fromO0.70 percent as
proposed in the introduced budget to 1.13 percent, effective
January 1, 2008, for purposes of division paynents to VRS

For state funding purposes, the retiree health care credit
rate is cal cul ated based on 24 paynents over the twelve nonth
fiscal year. Consequently, under the House budget, the rate
used for state funding in fiscal year 2008 will be 0.92
percent beginning July 1, 2007, with state funding for the
retiree health care credit paid as part of the VRS paynent.

Fi nal General Assenbly Action — Adopts the Senate anendnent.

I ncl ude Si xth-Gade Students in the Standards of Learning (SQOL)
Al gebra Readi ness Programin Fiscal Year 2008
Governor - Funding is provided in fiscal year 2008 to include
si xt h-grade students reported in fall nenbership in the
funding fornmula for the SOL Al gebra Readi ness program
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Chapter 10 included funding for grades seven and ei ght only.
The SOL Al gebra Readi ness programis an incentive program

whi ch provides additional instruction to identified students
who are at-risk of failing the Al gebra | end-of -course test.

I ncl udi ng si xth-grade students in the programincreases
funding by $3.9 million in fiscal year 2008, and provides
addi ti onal resources to prepare m ddle school students to take
Al gebra |.

Senate — Elimnates the $3.9 million in fiscal year 2008
proposed in the Governor’s anended budget to include sixth-
grade students reported in fall nenbership in the funding
formula for the SOL Al gebra Readi ness program

House — Sane as the Senate budget.

Fi nal General Assenbly Action — Adopts the Senate and House
amendnents to elimnate the proposed new fundi ng.

Fund 100 Percent of First- and Second- Grade Students Eligible

for the Early Reading Intervention Programin Fiscal Year 2008
Governor - The Governor’s anended budget includes $4.1 nillion
in fiscal year 2008 to expand the Early Reading Intervention
programto fund 100 percent of eligible students in grades one
and two. Chapter 10 included funding for 50 percent of
eligible students in grades one and two. No formula changes
are proposed for Kindergarten or third grade. The Early
Readi ng I ntervention programis designed to reduce the nunber
of students needi ng renedi al readi ng services.

Senate — Same as Governor’s anmended budget.

House — Elimnates the $4.1 nmillion in fiscal year 2008

proposed in the Governor’s amended budget to expand the Early
Readi ng I ntervention programto fund 100 percent of eligible
students in grades one and two.

Final General Assenbly Action — Sane as Governor’s anended
budget .

Provi de Additional Transportation Funding in Fiscal Year 2008
for Foster Care Students
Governor - $150,000 in fiscal year 2008 is provided to
rei mburse school divisions for transportation costs incurred
in the previous fiscal year resulting fromthe provision of
transportation that permtted students placed in foster care

10
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or other custodial placenent to continue their education at

t he sane school they attended before the placenent. The
budget al so includes additional |anguage authorizing the use
of any unobl i gated bal ances for Foster Children Education
Paynents to reinburse school divisions for any costs

associ ated with such transportation

Senate — Sane as Governor’s anended budget.
House — Sane as Governor’s anmended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

Updat e Sunmer Residential Governor’s School and Forei gn Language

Acadeny Budgets to Refl ect Rei mbursenent Costs in Fiscal Years

2007 and 2008
Governor - An additional $25,000 in fiscal years 2007 and 2008
is included in the Governor’s anended budget to update the
state share of funding for the Sunmer Residential Governor’s
School s and Forei gn Language Acadeni es program costs that have
i ncreased due to increases in instructional salaries and
benefits, pupil transportation, room and board, and ot her
operational costs of these prograns.

Senate — Sane as CGovernor’s anended budget.
House — Sane as Governor’s anmended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

Pilot Projects for Pre-Kindergarten Prograns in Fiscal Year 2008
Governor - The Governor’s anended budget includes $4.6 mllion
to fund pilot projects to expand the availability of high-
qual ity pre-kindergarten prograns. Selected pilot projects
shall nmeet the following criteria: providers nmust participate
in the Quality Rating System both public and private
providers shall be eligible to participate in pilot projects;
pilot projects shall not be limted to at-ri sk students; and
| ocal match requirenents for pilot projects nmay be waived.

Senat e — Reduces the funding proposed in the Governor’s
amended budget by $1.2 million to $3.4 nmillion total in fiscal
year 2008 and specifies that the pilot projects serve at-risk
students not currently being served by a pre-kindergarten

11
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program The $3.4 million proposed by the Senate budget
provides the state share of $5,700 for an additional 1,000 at-
ri sk students and $300, 000 total for start-up funding. A
conpani on anmendnment renoves $100, 000 and two positions for
this initiative in the Departnment of Education’s Central

O fice budget.

House — Elim nates the $4.6 mllion in fiscal year 2008
proposed in the Governor’s anended budget to fund pil ot
projects to expand the availability of high-quality pre-

ki ndergarten prograns. A conpani on anendment renoves $200, 000
and two positions for this initiative in the Departnent of
Education’s Central O fice budget.

Fi nal General Assenbly Action — Reduces the funding proposed
in the Governor’s amended budget by $2.1 million to $2.5
mllion total in fiscal year 2008 and specifies that
eligibility for the pilot programis |imted to school

di visions that have existing partnerships with private and/or
non-profit providers as of the 2006-2007 school year. School
divisions that elect to participate under this pilot nust use
the funding to expand the availability of early chil dhood
education prograns for at-risk students not served in those
school divisions. Participating school divisions will be
required to evaluate the providers using the Quality Standards
checkl i st reconmmended by the National Institute for Early
Educati on Research. The Departnent of Education is required to
conpile and submt an interimreport by Decenber 1, 2007, to

t he Governor, and the Chairnen of House Committee on
Appropriations, House Conmttee on Education, Senate Conmttee
on Finance and Senate Conm ttee on Heal th and Education that
includes, but is not limted to, the nunber of schoo

di visions participating, nunber of students served, and the
benchmar ks used to evaluate the pilot. Final eval uation
informati on nust be submitted within ninety days after the
conpl etion of the 2007-2008 school year. A conpani on
amendnent renoves $200, 000 and two positions for this
initiative in the Departnent of Education’s Central Ofice
budget .

Note: Additional information regarding the fiscal year 2008
pilot projects for pre-Kindergarten prograns wll be
comuni cated to school divisions in a future comrunicati on.

Provi de a Conpensation Supplenent in Fiscal Year 2008
Governor - $63.9 mllion in fiscal year 2008 is provided for
the state’s share of a conpensation suppl enent (including

12
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related fringe benefit costs) equivalent to a three percent

sal ary increase effective Decenber 1, 2007, for instructiona
and support positions funded through the SOQ and other state-
funded accounts. These conpensation suppl enent funds are

i ntended to be incentive funds, and woul d not be included as
part of required |ocal effort; however, in order to receive
the state funds, a |ocal match woul d have to be provi ded based
on the conposite index; this local nmatch requirenment requires
certification on the departnent’s yearly “Required Local

Mat ch” data col |l ection

| f appropriated, the state funds would be paid to school
divisions that certify to the Departnent of Education that
equi val ent sal ary increases have been granted locally in
fiscal year 2008. The tabl e bel ow provides the equival ent
salary increases for different start dates. Please note that
the equivalent salary increases are based on a twelve-nonth
year.

Lol Salary Inorease | FEdMt ed E vl en

I ncrease in FY 2008
July 1, 2007 1.75
August 1, 2007 1.91
Septenber 1, 2007 2.10
Cct ober 1, 2007 2.33
Novenber 1, 2007 2.63
Decenber 1, 2007 3.00

Senate — Same as Governor’s amended budget.
House — Sane as CGovernor’s anended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

O her Budget Language Changes Proposed in the Direct Aid Budget
that Affect School Divisions

Flexibility in Seasonality Requirenments of the Literary Fund

I nterest Rate Subsidy Program
Governor - This | anguage anmendnent elimnates the seasonality
requi renments for the interest rate subsidy sale and allows for
a fall and spring subsidy sale. The change allows a second
interest rate subsidy sale in the spring to utilize any
bal ance in the annual subsidy appropriation remaining after

13
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the fall subsidy sale. This change would hel p optim ze the
use of the interest rate subsidy appropriation allow ng nore
projects on the Literary Fund First Priority Waiting List to
recei ve |l oans for school construction.

Senate — Same as Covernor’s anmended budget.
House — Sane as Governor’s anended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

Al l ow Participation of Literary Fund Second Priority Wiiting
List Projects in the Literary Fund Interest Rate Subsidy Program
- Governor - The Governor’s anended budget includes a | anguage

anmendnment that would allow projects on the Literary Fund
Second Priority Waiting List to participate in the Literary
Fund I nterest Rate Subsidy Programif unused subsidy
appropriation remains once the participation of projects on
the Literary Fund First Priority Waiting List is confirned.

Senate — Sane as CGovernor’s anmended budget.
House — Sane as Governor’s anmended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

Aut horize Virginia Tech as the Fiscal Agent for the Virginia
Educati onal Technol ogy Alliance

Governor - Language is included in the Governor’s anmended
budget that authorizes the Departnent of Education to pay

Virginia Tech as the fiscal agent for the Virginia Educational
Technol ogy Al li ance.

Senate — Sane as CGovernor’s anended budget.
House — Sane as Governor’s anended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

Counting of Students Participating in Academ c Year Governor’s
School Prograns

Governor - The Governor’s anmended budget clarifies that
students attending a revolving Academ ¢ Year Governor’s School
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program for only one senester of the school year should be
counted as 0.50 of a full-tinme equival ent student and shoul d
be funded for 50 percent of the full-year funded per pupi
anount. This anendnment clarifies the Departnent of
Education’s current paynent procedure for students attending
only one senester in revolving Governor’s School prograns.

Senate — Sanme as Governor’s anended budget.
House — Sane as Governor’s anmended budget.

Fi nal General Assenbly Action — Sane as Governor’s anended
budget .

Flexibility in Seasonality Requirenents for VPSA Educati ona

Technology Not es Program
Governor - This | anguage change for VPSA technol ogy notes
woul d allow for a fall or spring Educational Technol ogy Notes
issue. Chapter 10 currently limts the tinme frame in which
technol ogy notes can be offered, and when notes can be issued.
Thi s | anguage change woul d all ow the Departnent of the
Treasury flexibility in the tinme of year that the equi pnent
notes are issued in order to take advantage of favorable
interest rate environnents.

Senate — Sane as CGovernor’s anmended budget.
House — Sane as Governor’s anmended budget.

Final General Assenbly Action — Sane as Governor’s anended
budget .

Amendnents to the Departnent of Education Central
O fice Budget that Affect School Divisions

Funding for two additional positions to manage the Pre-

Ki ndergarten Pil ot Prograns

- Governor - The Governor’s anended budget includes an
addi tional $200,000 in fiscal year 2008 for salaries,
benefits, and support costs for two positions in the DCE
Central O fice. These positions would nmanage the pre-
ki ndergarten pilot programgrants descri bed above that are
funded in the Direct A d budget.
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Senate — The Senate budget renmoves $100, 000 and two positions
for this initiative in the Departnent of Education’s Centra

O fice budget. A conpani on anendnent reduces the associ ated
funding for this initiative in the Direct Aid budget from $4.6
mllionto $3.4 mllion.

House — The House budget renoves the $200, 000 and two
positions for this initiative in the Departnment of Education’s
Central O fice budget. A conpanion amendnent renoves the
associ ated funding of $4.6 mllion for this initiative in the
Direct A d budget.

Fi nal General Assenbly Action — Elim nates the $200, 000 and
two full-time positions in the Departnment of Education’s
Central O fice budget. A conpanion anendnent reduces the
associated funding for this initiative in the Direct Ad
budget from$4.6 mllion to $2.5 mllion.

O her Fundi ng Arendnents for New or Expanded Direct A d
Prograns Not in HB 1650/ SB 750 as | ntroduced

| ncrease Funding for Project D scovery
Senate — The Senate budget provides an additional $400,000 in
fiscal year 2008 for Project D scovery.

House — No action taken.

Fi nal General Assenbly Action — Provides an additional
$100,000 in fiscal year 2008 for Project Discovery.

Correct Fund Source for VPSA Debt Service and Capture Savings in

Ment or Teacher Program
Executive Anendnent — Increases the Literary Fund transfer
that partially funds VRS retirenent costs for SOQ positions by
$423,494 for the bienniumto replace general fund dollars that
will be used to correct the fund source for VPSA debt service
savi ngs assuned in the introduced budget. The executive
amendnent al so reduces the Mentor Teacher in Hard-to-Staff
School s program by $408,379 in fiscal year 2007 based on the
actual eligible nunber of beginning teachers in the program

Senate — Sane as Governor Kaine's Executive Anendment.

House — Same as Governor Kai ne's Executive Anmendnent.
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Final General Assenbly Action — Sane as Governor Kaine's
Executive Amendnent .

Capture Savings in the Incentives for Hard-to-Staff School s

Program

- Senate — Reduces funding for the Teacher Incentives in Hard-
to-Staff Schools programby $284,105 in fiscal year 2007 based
on non-participation savings.

House — No acti on taken.

Fi nal General Assenbly Action — Adopts the Senate anendnent.

Reduce Funding for At-Ri sk Program
- Senate — No action taken.

House — The House budget reduces funding for the At-Ri sk
incentive programby $4.7 mllion in fiscal year 2008. Six
conpani on amendnents referenced bel ow i ndividually reprogram
the $4.7 mllion fromthe At-R sk programto fund an increase
for Jobs for Virginia Gaduates ($100,000), fund Project WORD
($300, 000), fund mat hematics specialists in five school

di vi si ons ($300,000), provide additional funding for career
and techni cal education equi pment ($500,000), fund a Center
for Teacher Quality and Educational Leadership ($500,000), and
fund three grants for academ c progranms in career and

t echni cal education ($3, 000, 000).

Fi nal General Assenbly Action — Reduces state funding by $2.6
mllion in fiscal year 2008 as the net result of two actions:
1) reduced the At-Ri sk add-on m ni mrum percentage fromtwo
percent to one percent, and 2) elimnated the four percent
proration by funding the programat 100 percent; up from 96
percent in the Governor’s amended budget. The net savings is
redirected to eligible school divisions that elect to
participate in the pilot projects for pre-kindergarten
progranms in fiscal year 2008. |In addition, in fiscal year
2008, as part of the certification process, school divisions
nmust provide information on planned uses of the At-Ri sk funds
in a format prescribed by the Departnent of Education. The
department is required to submt this information to the
Senat e Fi nance and House Appropriations Commttees by Novenber
15, 2007.

| ncrease Funding for Jobs for Virginia G aduates
Senate — No action taken.
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House — The House budget provi des an additional $100,000 in
fiscal year 2008 for Jobs for Virginia G aduates.

Fi nal General Assenbly Action — Adopts the House anendnent.

ndi ng for Career and Techni cal Educati on Equi pnent
Senate - No action taken.

House — Provi des $500,000 in fiscal year 2008 for increased
paynents to school divisions for career and technical
education equi pnent. The base allocation increases from
$2,000 to $3,000 per division with the remaining additional
funding distributed on the basis of career and technical
course enrollnment in each division.

Fi nal General Assenbly Action — Adopts the House anendnent.

nding for Math Specialists in Five School D visions
Senate - No action taken.

House — Provides a one-tinme allocation of $300,000 in fiscal
year 2008 to pay a portion of the salaries for 12 mathematics
specialists ($25,000 is provided for each position) that have
been placed in five school divisions (Portsnmouth — 2
positions, Richmond City — 4 positions, Stafford — 3
positions, Spotsylvania — 1 position, and Virginia Beach — 2
positions) through the National Science Foundation federa
grant, "Mathematics Specialists in K-5 Schools: Research and
Policy Pilot Study.”

Fi nal General Assenbly Action — Provides a one-tinme allocation
of $150,000 in fiscal year 2008 to pay a portion of the
salaries for 12 mathematics specialists ($12,500 is provided
for each position) that have been placed in five school

di visions (Portsnouth — 2 positions, R chnond City — 4
positions, Stafford — 3 positions, Spotsylvania — 1 position,
and Virginia Beach — 2 positions) through the National Science
Foundation federal grant, "Mathematics Specialists in K-5
School s: Research and Policy Pilot Study.”

Fundi ng for Project WORD

Senate - No action taken.

House — Provides a one-tine allocation of $300,000 in fiscal
year 2008 to the Norfolk Gty school division for an
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alternative education programentitled Project WORD (W nning
Options in Responding to Discipline). The programfocus is on
i nprovenents in student | earning.

Fi nal General Assenbly Action — Adopts the House anendnent.
The adopt ed budget includes |anguage requiring the Norfolk
City school division to develop an initial report that
includes, but is not limted to, specific goals and student
performance neasures that will be used in the final report to
eval uate the effectiveness of this initiative. The initial
report nust be conpleted and submtted to the Board of
Education prior to Septenber 1, 2007. Furthernore, the school
di vi sion nust conplete and submt a final report, based on the
initiative's goals and performance neasures, to the Board of
Education within three nonths after the end of the 2007-2008
school year that reflects outcones for the academ c

i nprovenents and successes of those students who partici pated
inthe initiative.

nding for a Center for Teacher Quality and Educati onal
ader ship
Senate - No action taken.

House — Provi des $500,000 in fiscal year 2008 for the creation
of a Center for Teacher Quality and Educati onal Leadership.
The center would serve as a professional devel opnent center
focusing on inproving teacher quality and educati onal

| eadership for public schools throughout the Comronweal t h.
The primary focus would be to provide intensive, research-
based, professional devel opnent to teachers and adm nistrators
in schools and school divisions not neeting all state
accreditation standards and requirenents of the federal No
Child Left Behind Act. The professional devel opnent training
woul d i nclude direct instruction fromuniversity and ot her
prof essional staff in a school -based setting where the
strategi es and techni ques are bei ng successfully inplenented.
The school -based setting would involve an existing public
school or schools that neet the following criteria: a) ful
state accreditation; b) at |east 90 percent free or reduced

[ unch students; c) an achi evenent gap of less than 10 points
for mnority students conpared to the state average for
Caucasi an students on the appropriate Standards of Learning
assessnents; and d) an expanded school day or school year
program The center would be a coll aborative partnership
between a public institution of higher education, a |ocal
public school division(s), and other appropriate private
entities to provide the training, appropriate ongoing follow-
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up to nmonitor the actual inplenentation of the training, and
eval uation of the training based on school inprovenent in
accordance with state accreditation and No Child Left Behind
requiremnents.

Fi nal General Assenbly Action — No action taken in the D rect
Ai d budget; however, an anmendnent was adopted in the budget of
A d Dom nion University that provides $500,000 in fiscal year
2008 for a Center for Teacher Quality and Educati onal
Leadership at A d Dom nion University. The Center will serve
as a professional devel opnent facility that focuses on

i nproving teacher quality and educational | eadership through
i ntensi ve, research-based, professional devel opnent for

t eachers and administrators in school divisions that have not
met all of the standards for state accreditation and the
requi renents of the federal No Child Left Behind Act.

Grants for Academ c Prograns in Career and Techni cal Education
Senate - No action taken

House — Provides $3.0 mllion in fiscal year 2008 to provide
three $1.0 nmillion grants to innovative public school
progranms, to be identified by the Departnent of Education, at
secondary schools (grades 6-12) that address the needs of at-
ri sk students through academ c prograns that stress high
acadeni cs and career and technical education. The full-day
school s nust denonstrate a working partnership with at | east
one Virginia college or university, including community
col |l eges, and at |east one private sector business partner
Mat chi ng private funds nmust be provided.

Fi nal General Assenbly Action — No action taken.

Cost of Conpeting Adjustment for Additional Divisions
Senate - No action taken.

House — Provides approximately $1.6 mllion in fiscal year
2008 to extend the cost of conpeting adjustnment to Frederick
County and Wnchester City based on 25.0 percent of the ful
cost of conpeting differential (9.83 percent for instructional
positions; 24.61 percent for support positions) for SOQ

posi tions.

Fi nal General Assenbly Action — Provides $2.4 million in

fiscal year 2008 to extend the cost of conpeting adjustment to
Frederick County, Cul peper County, and Wnchester Cty based
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on 25.0 percent of the full cost of conpeting differential
(9.83 percent for instructional positions; 24.61 percent for
support positions) for SOQ positions.

O her Anendnents for the Departnent of Education
Central O fice Budget that Affect School D visions Not
in HB 1650/ SB 750 as I ntroduced

| ncrease Funding for the Virginia Teaching Schol arshi p Loan

Program

- Senate — Provides an additional $250,000 in fiscal year 2008
for the Virginia Teaching Schol arship Loan programto allow an
addi tional 67 full-time schol arship awards of up to $3, 720
each in order to increase the nunber of teacher candi dates
pursuing careers in critical teacher shortage areas.

House — No action taken.

Fi nal General Assenbly Action — Provides an additional
$150,000 in fiscal year 2008 for the Virginia Teaching

Schol arship Loan programto allow an additional 40 full-tine
schol arship awards of up to $3,720 each in order to increase
t he nunber of teacher candi dates pursuing careers in critical
t eacher shortage areas.

Capture Savings in the National Board Certification Program
- Senate — Reduces funding for the National Board Certification

bonus program by $240,000 in fiscal year 2007 based on
bal ances remai ning after bonus paynents were conpleted for the
year.

House — No action taken.

Fi nal General Assenbly Action — Adopts the Senate anendnent.

Proposed Budget Language Changes in the Direct A d
Budget Affecting School D visions not in HB 1650/ SB 750
as | ntroduced

Joi nt Subcommittee to Study Public Education Funding

= Senate — Modifies | anguage adopted by the 2006 Genera
Assenbly requiring the Departnment of Education to convene a
technical work group to study Standards of Quality
rebenchmar ki ng cost trends and drivers fromthe Departnment of
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Education to a joint subcommttee consisting of three Senate
and three House budget conmttee nenbers. The joint
subcommttee will: 1) study rebenchmarking cost trends and
drivers; 2) review Standards of Quality (SOQ, incentive, and
categorical funding streans within Direct Aid to Public
Education, as well as the Literary Fund, and identify options
for efficiencies and cost savings and for greater funding
flexibility, especially to better prepare the state and

| ocalities for future econom c downturns; 3) consider
alternatives to across-the-board conpensati on suppl enents to
better target state funds; 4) review funding streans for
progranms for students at-risk of academ c failure, and assess
whet her such prograns should be incorporated into the SOQ and
5) exam ne speci al education funding issues. The joint
subcomm ttee is required to publish a prelimnary report by
Sept enber 15, 2007.

House — No acti on taken.

Fi nal General Assenbly Action — Adopts the Senate anendnent
but changes the joint subcommttee to consist of one Senate
and one House budget committee nenber.

Partnership for E-Rate Rei nbursenents
Senate - No action taken.

House — Includes | anguage for fiscal year 2008 that requires
specific school divisions within the Tobacco Regi on, as
defined by the Tobacco Indemnification and Conmunity
Revitalizati on Conm ssion, to partner and pursue opportunities
for maxi mzing their expenditure reinbursenents fromthe E-
Rat e Fund which is adm nistered by the Federal Comrunications
Conmi ssion. The FCC s Universal Service Fund: School and

Li brary program nakes di scounts available to eligible schools
and libraries for tel ecomunication services, Internet access,
and i nternal connections.

Fi nal General Assenbly Action — Adopts the House anendnent.
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