BLUE RIBBON COMMISSION ON PUBLIC EDUCATION

ADMINISTRATIVE
OPERATIONS

Administrative Operations refers to the business, financial, and
organizational functions that enable public school units in North Carolina to
operate effectively, efficiently, and in compliance with state and federal
requirements. Financial management, operational systems, and personnel
functions are core components of administrative operations. Structures
provide local capacity to meet administrative demands, help to reduce
burdens, streamline implementation, leverage shared or regional service
models, and support efficient day-to-day operations to create the
conditions for teaching and learning.

The Commission’s proposed recommendations will be provided to the
Executive and Legislative branches in early 2027.

For more information on the Blue Ribbon Commission on Public
Education, including membership, meeting dates, and resources,
go to fi.ncsu.edu/blue-ribbon-commission-on-public-education




Administrative operations is a complex and nuanced charge that encompasses the
many systems and functions that enable school districts to operate effectively. This
brief begins with school finance because the way resources are generated, distributed,
and managed shapes districts’ capacity to carry out nearly every other operational
responsibility. It provides an overview of school finance in North Carolina, highlights key
features and considerations within the current landscape, and draws on approaches and
lessons from other states. A subsequent brief will examine other core areas of
administrative operations, including operational systems and personnel functions.

Administrative systems directly affect student learning and achievement
by shaping how schools staff, manage budgets, maintain facilities,
A implement technology, and comply with federal and state policy.
$ Research indicates that improvements in adequate funding and
equitable distribution are positively associated with a range of positive
student outcomes including achievement scores, graduation rates, and

future wages,' underscoring that resource allocation can be as
important as the amount available.

In K-12 education, North Carolina is an outlier in the level of public investment? and the
structure through which state resources are distributed.® For more than a decade,
published analyses have raised concerns about the state’s public school funding
system, emphasizing the complexity and obscurity of the allotment system and
questioning adequacy and equity of alignment between resources and student
needs.**®’ North Carolina relies more heavily on state funding for public education than
many other states.? This structure has historically helped limit differences in
educational resources resulting from variations in local wealth. At the same time, the
state’s allotment system is complex, and districts navigate a mix of state, federal, and
local resources with limited flexibility to address changing demands such as enrollment
shifts, rising operational costs, and an increasingly competitive school choice
environment. As the costs of delivering education have increased, counties have taken
on a greater role in funding local schools, contributing to differences in resources
between higher- and lower-wealth communities.’ District characteristics such as size,
fixed operating costs, and varying levels of teacher experience all shape the resources
available to schools.

These system challenges are particularly evident as districts work to
meet evolving student needs. As enrollment declines, leaders must
balance changing resource needs with the ongoing costs of facilities,

/\/‘ transportation, staffing, and other essential services.' Districts also
shoulder considerable responsibility for providing services to students
with disabilities when federal and state contributions may not fully cover
the costs of federally required supports.” Together, these pressures
highlight the importance of examining how much North Carolina invests
in public schools, how resources are allocated, how state and local
responsibilities are balanced, and whether districts have the capacity
and flexibility to provide access to a high quality education.
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SCHOOL FINANCE GOVERNANCE

North Carolina’s public education system combines state-level direction with substantial
local responsibility which necessarily influences how funding is distributed. The State
Board of Education establishes statewide policies, while the North Carolina Department
of Public Instruction administers those policies and provides technical and operational
support to the state’s 115 local education agencies. At the local level, elected boards of
education, superintendents, and chief finance officers oversee the allocation and
management of resources, balancing fiscal stewardship, operational demands, and the
needs of students and schools.'>'314151617

TABLE 1. ROLES AND RESPONSIBILITIES

“ Primary Responsibilities

Establish the statutory framework governing public education, including
NC General ) L

the authority and responsibilities of the State Board, NCDPI, and local
Assembly boards of education.

Provide general supervision and administration of the public school
NC State Board system; establish statewide rules and regulations; and set policies
of Education related to areas such as teacher qualifications, course content, testing,
and education funds.

Administer and implement the rules and regulations adopted by the State

Board. Provide leadership and operational/technical support to the

. . state’s 115 local public school districts, including support for standards,

Public Instruction accountability, finance, licensure, professional development, and school
business operations.

NC Department of

Supervise matters pertaining to public schools within their local school
Local Boards administrative units. Responsibilities include policy decisions,
of Education employment decisions, budget development, and other administrative
actions, subject to state law and State Board authority.

Local Serve as the executive officers of local boards and carry out the board'’s
rules and regulations. Oversee district administration and
o implementation of local board decisions, working closely with chief

and District financial officers (CFOs) to align resources, budgets, and operations with
Administrators district policies.

Superintendents

Implement state requirements and local board policies at the school
Schools and level. Oversee day-to-day instructional and operational activities. Within
Principals district-established parameters, (a) participate in budget and resource-
allocation decisions and (b) manage designated school-level funds.
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SCHOOL FINANCE FUNDING OVERVIEW

North Carolina schools depend on a combination of federal, state and local dollars
which are distributed through a top-down allotment system governed by formulas,
policies and procedures. NCDPI distributes state and federal resources to districts,
which then allocate and manage resources to support school operations and needs.

Federal Funding (~ approximately 17%, AY 2024)

Federal funding makes up a small but strategically important share of North Carolina’s
K-12 education budget, having provided approximately $1.1 billion (8% of total operating
funds) in 2025-26. These dollars are targeted rather than distributed equally to all
districts, with funding directed toward students and schools with the greatest needs.
Most federal funds come with specific eligibility requirements and allowable uses
established by Congress and the U.S. Department of Education.

Maijor federal programs include

» Title I | schools serving students
from low-income families

e IDEA | special education services

 Title Il | teacher recruitment and
professional learning

e Title lll | English learners

 Title IV | student support and
academic enrichment

» Federal child nutrition programs

Over the past three years, North Carolina
has experienced a significant transition
in federal education funding. During
COVID, districts received substantial
Elementary and Secondary School
Emergency Relief (ESSER) funding,
creating a “funding cliff” when those
funds expired in 2024-25. Since 2025,
other discretionary federal education
grants were canceled or terminated. In
North Carolina, at least $90 million in
previously awarded federal competitive
grants is no longer available across
Teacher Quality Partnership and
Supporting Effective Education
Development,'® School-Based Mental
Health Services,® and Full-Service
Community Schools; additional awards
may not be publicly documented.”
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BY THE NUMBERS

According to the North Carolina
Public Schools Statistical Profile?

17%

federal 23%

local

In 2023-24, the
funding source
for K-12 public

%
school funding 60% state

In 2025-26,
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3 8 9 /o appropriated
- to K-12 schools
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General Fund

93%

In 2025-26, the amount
of expenditures
attributed to salaries
and benefits®
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SCHOOL FINANCE FUNDING OVERVIEW, CONT'D

State Funding (~ approximately 60%, AY 2024)

North Carolina’s relatively high reliance on state funding distinguishes its school finance
system from other states. In fiscal year 2024-25, states across the country provided
45.25% of K-12 public school revenue, compared with 43.2% from local sources and
11.6% from federal sources.?* A greater state role can prompt fiscal equity by reducing
the extent to which schools depend on differences in local tax capacity. At the same
time, the state’s responsibility for the majority of education revenues places even
greater importance on the adequacy, transparency, and equity of the state’s system.
North Carolina is more centralized in revenue generation than the typical state, but that
does not necessarily translate into higher overall investment.

DRIVERS OF FUNDING
North Carolina funding is driven by a
combination allotments. It is organized
through allotment categories: position,
dollar, and categorical.

Base Allotments

Provide core resources needed to
operate schools, is determined by
average daily membership (ADM) and
allocated through a combination of
position formulas and per-pupil dollar
amounts.

Student Characteristic Allotments
Provide additional resources based on
the characteristics and needs of
students (Student support services,
students with disabilities [capped at
13%), and English Language Learners).

LEA-Characteristic Allotments

Provide additional funding based on
characteristics of the school district,
including low-wealth supplemental
funding (using county wealth formulas),
and small county supplements (based
on district enrollment size).
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ALLOTMENT CATEGORIES
Allotment categories shape what
resources the LEAs receive and how the
resources can be used. They differ in their
level of flexibility and in whether funding
is provided as a fixed position, a dollar
amount, or restricted for a specific
program or student population.

Position Allotments

Fund-designated positions such as
classroom teachers, principals, principals
and assistant principals, based on
staffing formulas and state salary
schedules.

Dollar Allotments

Provide LEAs with a specified dollar
amount that can be used within
established rules. Generally these
allotments provide greater flexibility in
local purchasing (instructional materials)
and staffing decisions (teacher
assistants).

Categorical Allotments / Grants

Provide restricted funding for a defined
purpose, program, or student population
(e.g., Advanced Teaching Roles, students
with disabilities, English Language
Learners).
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SCHOOL FINANCE FUNDING OVERVIEW, CONT'D

State Funding, cont'd

In North Carolina, average daily membership (ADM) is measured by the aggregate
number of days students are enrolled (whether physically present or absent) divided by
the total number of school days in a session. ADM is used to determine funding, which
translates into specific staff positions based on mandated ratios. Beginning in 2024-25
with the Appropriations Act,?® the state shifted to funding districts in arrears, using prior-
year actual ADM rather than projected enroliment to determine initial allotments. The
change was intended to provide greater funding stability, particularly for districts
experiencing declining enrollment.

# of days students

are enrolled ADM

|
— average daily
# of school days membership

in a session

2025-2026 WEIGHTED STATE FUNDING LEVELS
Base funding per student varies by grade level:

Grades K-3 - $7,262
Grades 4-8 - $6,134
Grades 9-12 - $6,137

On addition to this base, 2025-2026 Weighted State Funding Levels included, across
grades K-12:

* students from low-income families ($487)

* special learning issues ($5,593)

 small county ($979)

 students below grade level (e.g., summer camps) (S66)

» disadvantaged student supplemental funding ($340)

» low-wealth county ($773)

» limited English proficiency ($1,238)

* intellectually and academically gifted (5483)
Additionally, funding was provided for Career and Technical Education based on the
number of students in grades 4-8 ($32) and grades 9-12 ($972), as well as funding for
Cooperative Innovative High Schools in grades 9-12 ($63).

The 2025-2026 Weighted Federal Funding Levels included a base level of $35 per K-12
student, with additional funding for students from low-income families ($2,488), special

learning issues (K-3: $2,298; 4th—12th: $1,651), limited English proficiency ($1,135), and
Career and Technical Education in grades 9-12 (S40).
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SCHOOL FINANCE FUNDING OVERVIEW, CONT'D

FUNDS FROM THE NORTH CAROLINA STATE LOTTERY

Beyond per-student weights, the North Carolina Lottery, initiated in
D 2006, contributes to public school operations through the Public School
Building Capital Fund (allocated based on ADM), Public School Repair
= and Renovation Fund (equally distributed), and the Needs-Based Public
———  School Capital Fund (grant-based).

The NC State Auditor reported that total lottery revenue increased from $5.4 billion
in FY 2024 to $6.6. Billion in FY 2025, while the amount transferred for education
declined slighting, from $1.07 billion to $1.05 billion. As a share of lottery revenue,
the amount allocated to education programs fell from 23% in FY 2023, 20% in FY
2024, and 16% in FY 2025. Flagged as a concern, the State Auditor launched a
performance audit, noting that lottery revenues had more than 3 billion over three
years while contributions to public education remained essentially flat.

Local Funding (~ approximately 23%, AY 2024)
Per G.S. 115C-524, counties are responsible for building, equipping, and maintaining
school facilities and are required to adequately fund local operational costs, with the
exact amount depending on their financial resources.

Counties and school boards may agree to fund teacher salary supplements using
county funds raised primarily in property taxes to supplement the base pay provided
through state dollars. In 2025-26, district level salary supplements ranged from S0 to
$11,500, reflecting substantial variation across the state. Depending on approval and
appropriation of funds from the County Commissioners, local boards of education also
have the discretion to hire staff above the state-allotted ratios.

SO $11,500
=

Local Teacher Salary Supplements

Local fund balances are an important financial cushion for North Carolina school
districts. The Local Government Commission collects fund balance data for all 115
school districts and notes that there is no statutory requirement for districts to maintain
a minimum fund balance. Fund balances vary substantially across districts, reflecting
differences in size, local resources, and financial circumstances. In FY 2024-25, five
districts reported negative fund balances: Chapel Hill-Carrboro City Schools, Chatham
County Schools, Clay County Schools, Durham Public Schools, and Winston-
Salem/Forsyth County Schools.?®
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SCHOOL FINANCE FUNDING OVERVIEW, CONT'D

Local Funding, cont'd

The Public School Forum’s Local School Finance Study (LSFS) provides an examination
of the substantial disparities in local capacity to support public schools. In 2023-24, the
10 wealthiest counties had a per-pupil tax base nearly $2.6 million higher than the 10
poorest counties.?” That disparity translates into significant differences in local school
spending. The 10 highest-spending counties provided an average of $4,391 per student
in local funds, compared with $1,031 per student in the lowest-spending counting, a
difference of more than 300%. These differences are not simply a matter of local
willingness to invest. The LSFS also showed that the 10 poorest counties taxed
themselves at 1.8 times the average tax rate of the 10 wealthiest counties, illustrating
how a county with a much smaller tax base can make greater tax effort while still
generating substantially less revenue for schools.

The LSFS final report, released in August 2026, presented weighted student funding
models that demonstrate the impact of different funding levels on district and student
populations.?® The study group found that higher-state investment models would
provide a more equitable distribution of resources and greater opportunity for district
innovation and student success, suggesting that redistributing existing funding without
increasing investment could significantly impact a majority of traditional public school
districts.with the state’'s smallest districts experiencing the most losses.

Blue Ribbon Commission on Public Education | August 2026 Page 8
Friday Institute for Educational Innovation



KEY ISSUES AND EMERGING PRESSURES

Toward a Weighted Student Funding Model. The 2026 state budget
established a study group charged with developing a three-year strategy
to transition North Carolina from its current allotment-based funding
model toward a weighted student funding formula for K-12 education.
The work group will examine options for consolidating non-teaching
support funds into flexible per-pupil allotments, transitioning teacher
compensation from position-based allotments to dollar allotments
based on average daily membership, and potentially consolidating
need-based funds into per-pupil amounts.” The group is required to
report its strategy to the Joint Legislative Education Oversight
Committee by July 15, 2027.

Shifting and Declining Enrollment in Traditional Public Schools. Public
@ school enrollment peaked at ~1.56 million students in 2020-21 and has
7S\ | since declined (-3.4%) in AY 2025-26, with particularly substantial
losses in some districts and continued growth in charter schools
(+18.3% between AYs 2021-22 and 2025-26).*° The decline is not evenly
distributed: 101 of 115 districts had fewer students than before the
pandemic and seven of 115 districts experienced enrollment
increases.?’ The shift is commonly attributed to overlapping trends,
including smaller kindergarten cohorts, growth in homeschooling,
school vouchers for private schools, and growth in charter schools
which accounted for ~10.5% of public-school ADM in AY 2025-26.

Charter schools operate under a funding mechanism that differs
substantially from the allotment structure used by non-charter LEAs.
Rather than receiving and managing the range of position-based and
categorical allotments provided to LEAs, charter schools receive state
operating funds primarily through per-pupil allocations based on
average LEA allotments, with additional funding for certain student
populations. Charter schools also receive local operating funds based
on the per-pupil share of the local current-expense fund of the LEA in
which each student resides. Consequently, when a student attends a
charter school, local operating resources move from the student'’s
resident LEA to the charter school, including when the charter school is
located in a different LEA. In terms of school finance, these shifts
matter because schools must continue to operate buildings, provide
transportation, maintain administrative and technology infrastructure,
and staff classrooms even when enrollment declines.®
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KEY ISSUES AND EMERGING PRESSURES, CONT'D

Special Education Costs. The Education Commission for the States
reports that nationwide, more than 7.5 million students received IDEA
Part B services in 2022-23, an increase of approximately 1.2 million
students (20%) since 2000-01. During that same period, the percentage
of students receiving special education services increased from 13.3%
to 15.2%. This nationwide growth (+5.5%) is occurring even as overall
enrollment in public schools is declining (-2.3%). Federal support covers
only a portion of the cost, representing roughly 10% in 2025. According
to NCDPI's 2025-2030 Strategic Plan, Facts & Figures, 14.3% of NC
public students receive special education services, representing more
than 200,000 students statewide.*® North Carolina faces a distinctive
fiscal challenge because state special education allocations are capped
at 13% of average daily membership, on a per-child basis, no matter the
complexity or severity of needs.** According to OBSM, 85 of the state’s
115 school districts served more than 13% special education services
in 2025-26.%°In practice, districts may have to use other state, federal,
or local resources to cover the personnel and services needed by
students above the cap and are hard pressed to fill specialized roles
such as Speech and Language Pathologists and School
Psychologists.?**’

Structural Capacity Challenges in Small Districts. Regardless of their
size, districts perform core administrative and operational functions
including financial management, human resources, technology,
transportation, and special education administration. Some of those
costs do not decline proportionately to enroliment. Larger districts can
distribute certain fixed costs across a greater number of students,
while smaller districts must support the same core functions with a
smaller enrollment base. Research has consistently found that small
districts face structural diseconomies of scale and that consolidation
can reduce these costs.***° Consolidation carries financial and
community costs and is not necessarily appropriate for every district.*’
An alternative is to capture economies of scale through facilitated or
voluntary resource pooling while persevering local governance. North
Carolina has previously identified resource pooling as a potential
solution to these challenges. A 2015 NC Government Efficiency and
Reform report to the Joint Legislative Commission found that
administrative and support costs are higher on a per-student basis in
smaller North Carolina districts and noted that shared services and
strategic purchasing could generate savings.”
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KEY ISSUES AND EMERGING PRESSURES, CONT'D

Mounting Facility Costs. Every five years school districts provide a

>

A breakdown and projection of their long term facility needs to NCDPI.
o C —1 | The most recent report, from 2020-2021, indicated 12.8 billion in facility
m costs statewide, with nearly half of that total attributed to deferred

building maintenance and critical repairs.** 2025-2026 Facility Needs
statewide data are not yet available, however some districts have
already shared their results (e.g., Wake County reports nearly $2 billion
in facility needs over the next five years)* signaling another likely
substantial statewide increase in facility costs.

Rising Technology Costs. The North Carolina School Connectivity
Initiative, led by NCDPI, is a statewide effort to ensure that all public
ol schools have access to reliable, high-speed internet and the digital
infrastructure needed to support teaching and learning. Established in
2007, the initiative provides classroom Wi-Fi, cybersecurity protections,
and technical support to districts. By coordinating purchasing and
leveraging federal E-Rate discounts, the initiative helps ensure equitable
access to digital resources across North Carolina. In FY 2025, School
Connectivity delivered approximately $117.8 million in connectivity
services and infrastructure investments, including $77.5 million
leveraged through the federal FCC E-rate program and $40 million in
state-supported services.* School Connectivity does not encompass all
technology expenditures incurred by school districts. Districts carry the
costs associated with technology personnel, devices, classroom
technology, software systems, cybersecurity, and more. In response to
several major cyber security events over the past three years, and the
compounding financial threats of these breaches, individual districts
experience higher insurance premiums and other significant costs.
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KEY ISSUES AND EMERGING PRESSURES, CONT'D

Reliance on Chief Financial Officers. North Carolina law requires each
local school administrative unit to have a school finance officer
responsible for maintaining financial records, ensuring fiscal controls,
managing expenditures, and reporting on the district’s financial
condition. Their responsibilities extend well beyond preparing an annual
budget to include payroll, purchasing and contracting, federal grant
compliance, financial reporting, audits, cash management, and
oversight of fiscal practices at individual schools.

In this role, finance leaders must navigate a layered system of state
allotments along with federal and local resources while ensuring that
expenditures comply with multiple statutory, regulator, and grant
requirements. The scale and complexity of this work can be substantial,
and North Carolina has seen regular turnover in the important role. The
specialized nature of the work requires substantial professional
preparation and ongoing training.

North Carolina’s requirements for school finance officers include
significant experience in finance operations and formal preparation in
accounting or a related field. Certified finance officers must complete
24 hours of continuing professional education annually. The state also
provides ongoing guidance and training to finance officers as laws,
reporting requirements, financial systems, and fiscal policies change.

This capacity may be increasingly vulnerable, however. The state
budget recently cut $2.2 million in recurring support for the NCDPI to
contract with the North Carolina Association of School Business
Officials to train and assist district CFOs, and the future of DPI-
supported school finance training through the UNC School of
Government is also unclear.

Recent reporting has emphasized the importance and fragility of these
positions: school districts are among the largest employers in more
than half of North Carolina counties, yet the financial operations of a
district may be managed by only one or two people, compared with
entire finance departments in similarly-sized organizations.*
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KEY ISSUES AND EMERGING PRESSURES, CONT'D

@ p@ Chart of Accounts and School Business Modernization Initiative.
T Under the Uniform Education Reporting System (UERS), districts are
required to use the NCDPI Chart of Accounts (COA), a standard
@(J @ financial coding system designed to track and report revenues,
expenditures, personnel, and student data uniformly. The COA is quite
granular and necessarily requires someone with significant expertise at
the local level to apply those codes accurately and consistently. This
work creates a common, albeit administratively complex financial
language, across LEAs and charter schools. Consequently, NCDPI can
aggregate financial information and provide a consistent and granular
picture of how public dollars are spent.

In 2016 the General Assembly formally launched the School Business
Systems Modernization (SBSM) initiative which responded to the
broader problem of legacy and fragmented school business systems
that made it harder to manage finances, reporting, and compliance.*
SBSM is guided by several goals: enable real-time position visibility and
control; provide data management and advanced analytics for division
support, replace obsolete systems, simplify monitoring; eliminate
unnecessary duplication, and increase efficiency of operations.*’

There has been tangible progress in School Business Modernization
since 2020. NCDPI and districts continue to migrate financial and
human resources processes and reporting to a streamlined, cloud-
based PSU Enterprise Resource Planning (ERP) system that supports
data exchange between districts and NCDPI. Other major efforts
include implementation of a new statewide Student Information
System, a streamlined Grants Management System, and consolidation
and improvements to the NCDPI Statewide Longitudinal Data System.

Future priorities and needs include the full implementation of PSU ERP
systems and support for PSU’s migration to cloud-based ERP solutions,
a comprehensive benchmarking of ERP vendors, and the development
of ERP regional centers of excellence that can serve as shared
knowledge hubs and provide resources and training support.*
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INSIGHTS FROM OTHER STATES

In 2025, the Education Commission of the States published the K-12 Funding Toolkit: A
Strategic Guide for States, which grew from a working group of national school funding
experts and school finance leaders. The toolkit identified five funding priorities (with

suggested policy tools). Below is a high-level reconstruction of this toolkit,*® followed by
two examples of how other states approach school funding.
Funding ! 2 3 4 >
Priorities | Transparent Student- Adequate Fair Sustainable

Centered

Regional Intermediary Services. States provide models for pooling resources through
regional organizations that serve as a one-stop source for technical and/or
administrative support. Regional intermediaries can aggregate demand and provide
shared expertise, potentially offsetting some of the challenges that smaller districts
face. In New York, the Board of Cooperative Educational Services (BOCES) provides
shared instructional, administrative, technology, and professional services across
participating districts, including business office support, cooperative purchasing, health-
insurance cooperatives, transportation, energy cooperatives, labor relations, and
regional information services.* In Texas, 20 Regional Education Service Centers provide
districts with a portfolio of professional, technical, special education, technology, and
administrative support. Texas law requires ESCs to provide services that enable districts
to operate “more efficiently and economically,”" allowing districts to secure products at
lower costs through shared-service agreements and cooperative purchasing. In Ohio,
Education Service Centers provide shared services and technical assistance, resulting in
roughly $91 million saved in AY 2023-24.>

Adopting Student Centered Funding Models. In 2023-24, Tennessee replaced its Basic
Education Program with the Tennessee Investment in Student Achievement (TISA),
shifting from a resource-based formula toward a student-based model that provides a
base allocation for every student, outcomes-based funding, and additional weighted
funding for students with characteristics such as economic disadvantage, disabilities,
English language learners, dyslexia, giftedness and attending small or districts or
schools with concentrated poverty.* Within TISA, county-level fiscal capacity is
calculated, and TISA funds are adjusted accordingly. The Tennessee Comptroller reports
that it is too early to determine whether TISA has affected district spending decisions or
impacted student achievement; however, in early evaluations district leaders were
generally positive about the transition. Similarly, in 2024, Mississippi enacted the
Mississippi Student Funding Formula (MSFF), replacing the long-standing Mississippi
Adequate Education Program (MAEP), which had been in place since 1997. MAEP
established a base student amount and uses weighted enrollment to account for
student needs and district characteristics. MAEP was phased in with hold-harmless
provisions for FY2025-2027 to ease the transition.
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