
2006 SPECIAL SESSION I

SENATE SUBSTITUTE

067411712
1 HOUSE BILL NO. 5032
2 AMENDMENT IN THE NATURE OF A SUBSTITUTE
3 (Proposed by the Senate Committee on Finance
4 on September 28, 2006)
5 (Patron Prior to Substitute––Delegate Callahan)
6 A BILL to amend Chapter 3 of the 2006 Acts of Assembly, Special Session 1, relating to the
7 appropriation of funds for the two years ending respectively on the thirtieth day of June 2007 and
8 the thirtieth day of June 2008.
9 Be it enacted by the General Assembly of Virginia:

10 1. §1. That Item 135 and § 4-13.00 of Chapter 3 of the 2006 Acts of Assembly, Special Session I,
11 be hereby amended and reenacted.

12 A. The balances of appropriations made by previous acts of the General Assembly which are recorded
13 as unexpended, as of the close of business on the last day of the previous biennium, on the final records
14 of the State Comptroller; and

15 B. The public taxes and arrears of taxes, as well as moneys derived from all other sources, which shall
16 come into the state treasury prior to the close of business on the last day of the current biennium. The
17 term "moneys" means nontax revenues of all kinds, including but not limited to fees, licenses, services
18 and contract charges, gifts, grants, and donations, and projected revenues derived from proposed
19 legislation contingent upon General Assembly passage.

20 § 2. Such balances, public taxes, arrears of taxes, and monies derived from all other sources as are not
21 segregated by law to other funds, which funds are defined by the State Comptroller, pursuant to
22 § 2.2-803, Code of Virginia, shall establish and constitute the general fund of the state treasury.

23 § 3. The appropriations made in this act from the general fund are based upon the following:

24 First Year Second Year Total
25 Unreserved Balance,
26 June 30, 2006 $1,406,018,468 $0 $1,406,018,468
27 Additions to Balance $134,002,852 $47,000 $134,049,852
28 Official Revenue Estimates $15,453,255,934 $16,234,694,890 $31,687,950,824
29 Lottery Proceeds Fund $426,100,000 $426,100,000 $852,200,000
30 Transfers $372,445,281 $360,111,243 $732,556,524
31 Total General Fund Resources
32 Available for Appropriation $17,791,822,535 $17,020,953,133 $34,812,775,668
33 The appropriations made in this act from nongeneral fund revenues are based upon the following:

34 First Year Second Year Total
35 Balance, June 30, 2006 $2,538,258,284 $0 $2,538,258,284
36 Official Revenue Estimates $18,153,574,015 $18,594,216,663 $36,747,790,678
37 Bond Proceeds $809,454,000 $0 $809,454,000
38 Total Nongeneral Fund Revenues
39 Available for Appropriation $21,501,286,299 $18,594,216,663 $40,095,502,962
40 TOTAL PROJECTED REVENUES $39,293,108,834 $35,615,169,796 $74,908,278,630

41 § 4. Nongeneral fund revenues which are not otherwise segregated pursuant to this act shall be
42 segregated in accordance with the acts respectively establishing them.

43 § 5. The sums herein appropriated are appropriated from the fund sources designated in the respective
44 items of this act.

45 § 6. When used in this act the term:

46 A. "Current biennium" means the period from the first day of July two thousand six, through the
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47 thirtieth day of June two thousand eight, inclusive.

48 B. "Previous biennium" means the period from the first day of July two thousand four, through the
49 thirtieth day of June two thousand six, inclusive.

50 C. "Next biennium" means the period from the first day of July two thousand eight, through the
51 thirtieth day of June two thousand ten, inclusive.

52 D. "State agency" means a court, department, institution, office, board, council or other unit of state
53 government located in the legislative, judicial, or executive departments or group of independent
54 agencies, or central appropriations, as shown in this act, and which is designated in this act by title
55 and a three-digit agency code.

56 E. "Nonstate agency" means an organization or entity as defined in § 2.2-1505 C, Code of Virginia.

57 F. "Authority" sets forth the general enabling statute, either state or federal, for the operation of the
58 program for which appropriations are shown.

59 G. "Discretionary" means there is no continuing statutory authority which infers or requires state
60 funding for programs for which the appropriations are shown.

61 H. "Appropriation" shall include both the funds authorized for expenditure and the corresponding
62 level of full-time equivalent employment.

63 I. "Sum sufficient" identifies an appropriation for which the Governor is authorized to exceed the
64 amount shown in the Appropriation Act if required to carry out the purpose for which the
65 appropriation is made.

66 J. "Item Details" indicates that, except as provided in § 6 H above, the numbers shown under the
67 columns labeled Item Details are for information reference only.

68 K. Unless otherwise defined, terms used in this act dealing with budgeting, planning and related
69 management actions are defined in the instructions for preparation of the Executive Budget.

70 § 7. The total appropriations from all sources in this act have been allocated as follows:

71 BIENNIUM 2006-08

72 General Fund Nongeneral Fund Total
73 OPERATING
74 EXPENSES $33,761,544,114 $36,893,215,804 $70,654,759,918
75 $33,695,469,760 $70,588,685,564
76 LEGISLATIVE
77 DEPARTMENT $119,250,065 $6,617,524 $125,867,589
78 JUDICIAL
79 DEPARTMENT $696,499,354 $46,852,214 $743,371,568
80 $743,351,568
81 EXECUTIVE
82 DEPARTMENT $32,908,466,355 $36,175,799,547 $69,084,265,902
83 $32,842,392,001 $69,018,191,548
84 INDEPENDENT
85 AGENCIES $613,570 $663,946,519 $664,560,089
86 STATE GRANTS TO
87 NONSTATE AGENCIES $36,714,770 $0 $36,714,770
88 CAPITAL OUTLAY
89 EXPENSES $1,020,708,398 $1,329,086,000 $2,349,794,398
90 TOTAL $34,782,252,512 $38,222,301,804 $73,004,554,316
91 $34,716,178,158 $72,938,479,962

92 § 8. This chapter shall be known and may be cited as the "2006 Appropriation Act."



3 of 31

93 PART 1: OPERATING EXPENSES

94 Items 1 through 133: Not Set Out

95 Direct Aid to Public Education (197)

96 134. Not Set Out

97 Appropriations ($)
98 First Year Second Year
99 FY2007 FY2008

100 135. State Education Assistance
101 Programs (17800).............. $5,874,587,186 $6,040,403,6-
102 42
103 $5,974,329,288
104 Item Details ($)
105 First Year Second Year
106 FY2007 FY2008
107 Standards of Quality for
108 Public Education (SOQ) (17801).. $4,874,555,768 $4,988,881,662
109 $4,814,718,647 $4,922,538,469
110 Financial Incentive Programs
111 for Public Education (17802).... $394,871,386 $458,507,392
112 $454,708,507 $458,776,231
113 Financial Assistance for
114 Categorical Programs (17803).... $135,060,037 $139,414,584
115 Financial Assistance for
116 School Facilities (17804)....... $470,099,995 $453,600,004
117 Fund
118 Sources: General................ $5,692,872,032 $5,857,392,925
119 $5,791,318,571
120 Special................ $795,000 $795,000
121 Commonwealth
122 Transportation........ $2,173,000 $2,173,000
123 Trust and Agency....... $178,747,154 $180,042,717

124 Authority: Standards of Quality for Public Education (SOQ) (17801): Article VIII, Section 2,
125 Constitution of Virginia; Chapter 667, Acts of Assembly, 1980; §§ 22.1-176 through 22.1-198,
126 22.1-199.1, 22.1-199.2, 22.1-213 through 22.1-221, 22.1-227 through 22.1-237, 22.1-253.13:1 through
127 22.1-253.13:8, 22.1-254.01, Code of Virginia; Title 51.1, Chapters 1, 5, 6.2, 7, and 14, Code of
128 Virginia; P.L. 91-230, as amended; P.L. 93-380, as amended; P.L. 94-142, as amended; P.L. 98-524,
129 as amended, Federal Code.

130 Financial Incentive Programs for Public Education (17802): §§ 22.1-24, 22.1-289.1 through 22.1-318,
131 Code of Virginia; P.L. 79-396, as amended; P.L. 89-10, as amended; P.L. 89-642, as amended; P.L.
132 108-265, as amended; Title II P.L. 99-159, as amended, Federal Code.

133 Financial Assistance for Categorical Programs (17803): Discretionary Inclusion; Treaty of 1677
134 between Virginia and the Indians; §§ 22.1-3.4, 22.1-101, 22.1-108, 22.1-199 through 22.1-212.2:3,
135 22.1-213 through 22.1-221, 22.1-223 through 22.1-237, 22.1-254, Code of Virginia; P.L. 89-10, as
136 amended; P.L. 91-230, as amended; P.L. 93-380, as amended; P.L. 94-142, as amended; P.L. 94-588;
137 P.L. 95-561, as amended; P.L. 98-211, as amended; P.L. 98-524, as amended; P.L. 99-570; P.L.
138 100-297, as amended; P.L. 102-73, as amended; P.L. 105-220, as amended, Federal Code.

139 Financial Assistance for School Facilities (17804): §§ 58.1-638, 58.1-638.1, and 58.1-4022, Code of
140 Virginia.

141 FY 2007 FY 2008
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142 Appropriation Detail of
143 Education Assistance Programs
144
145 Standards of Quality
146 Basic Aid $2,640,297,191 $2,647,385,004
147 $2,717,389,649 $2,732,531,811
148 Sales Tax $1,266,460,000 $1,336,490,000
149 $1,129,300,000 $1,185,000,000
150 Textbooks $67,593,217 $68,134,752
151 Vocational Education $60,840,443 $61,254,506
152 Gifted Education $27,849,475 $28,076,756
153 Special Education $339,870,343 $342,288,447
154 Prevention, Intervention, and
155 Remediation $42,247,088 $42,269,828
156 VRS Retirement $201,587,759 $226,274,179
157 Social Security $159,166,915 $160,460,601
158 Group Life $9,375,082 $9,448,789
159 English as a Second Language $31,781,077 $38,469,856
160 Remedial Summer School $24,659,975 $25,496,999
161 Total $4,871,728,565 $4,986,049,717
162 $4,811,661,023 $4,919,706,524
163 Incentive Programs
164 Alternative Education $6,221,723 $6,504,714
165 At-Risk $63,194,052 $63,097,129
166 At-Risk Four Year Olds $49,576,541 $50,533,199
167 Compensation Supplements $74,944,039 $129,855,748
168 Early Reading Intervention $11,863,527 $11,965,287
169 Enrollment Loss $7,757,404 $7,945,316
170 $7,977,424 $8,202,666
171 Governor's School $12,344,132 $12,639,912
172 ISAEP $2,247,581 $2,247,581
173 Mentor Teacher $1,475,000 $1,475,000
174 No Child Left Behind/
175 Education for a Lifetime $8,155,889 $7,853,362
176 K-3 Class Size Reduction $83,617,596 $84,407,590
177 Project Graduation $2,774,478 $2,774,478
178 School Breakfast $892,020 $892,020
179 SOL Algebra Readiness $8,444,986 $8,476,044
180 Special Education - Inservice $600,000 $600,000
181 Special Education -
182 Regional Tuition $59,989,862 $66,397,321
183 Special Education - Voc Ed $200,089 $200,089
184 Supplemental Basic Aid $530,783 $528,746
185 $541,184 $540,235
186 Supplemental Sales Tax $59,837,121 $0
187 Total $394,829,702 $458,393,536
188 $454,897,244 $458,662,375
189
190
191 Categorical Programs
192 Adult Education $1,051,800 $1,051,800
193 Adult Literacy $2,655,000 $2,655,000
194 Electronic Classroom $2,256,908 $2,256,908
195 Foster Care $11,109,888 $12,047,112
196 American Indian
197 Treaty Commitment $53,805 $53,805
198 School Lunch $5,801,932 $5,801,932
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199 Special Education - Homebound $6,504,072 $7,171,223
200 Special Education - Jails $2,868,499 $2,954,553
201 Special Education -
202 State Operated Programs $29,593,951 $30,962,505
203 Vocational Education -
204 Categorical $10,400,829 $10,400,829
205 Debt Service on VPSA
206 Equipment Notes $62,763,354 $64,058,916
207 Total $135,060,036 $139,414,583
208
209
210 School Facilities
211 Lottery $442,600,000 $426,100,000
212 School Construction $27,499,995 $27,500,004
213 Total $470,099,995 $453,600,004
214
215
216 Note: The above distributions do not include projected VPSA Technology Grants.

217 Payments out of the above amounts shall be subject to the following conditions:

218 A. Definitions

219 1. "March 31 Average Daily Membership," or "March 31 ADM" - The responsible school division's
220 average daily membership for grades K-12 including (1) handicapped students ages 5-21 and (2)
221 students for whom English is a second language who entered school for the first time after reaching
222 their twelfth birthday, and who have not reached twenty-two years of age on or before August 1 of
223 the school year, for the first seven (7) months (or equivalent period) of the school year through
224 March 31 in which state funds are distributed from this appropriation. Preschool and postgraduate
225 students shall not be included in March 31 ADM.

226 a. School divisions shall take a count of September 30 fall membership and report this information to
227 the Department of Education no later than October 15 of each year.

228 b. Except as otherwise provided herein, by statute, or by precedent, all appropriations to the
229 Department of Education shall be calculated using March 31 ADM unadjusted for half-day
230 kindergarten programs, estimated at 1,196,914 the first year and 1,208,149 the second year.

231 c. March 31 ADM adjusted for half-day kindergarten at 85 percent of March 31 ADM, is estimated
232 at 1,196,176 the first year and 1,207,361 the second year.

233 d. Students who are either (i) enrolled in a nonpublic school or (ii) receiving home instruction
234 pursuant to § 22.1-254.1 and who are enrolled in a public school on less than a full-time basis in any
235 mathematics, science, English, history, social science, vocational education, health education or
236 physical education, fine arts or foreign language course shall be counted in the funded fall
237 membership and March 31 ADM of the relevant school division. Each course shall be counted as
238 0.25, up to a cap of 0.5 of a student.

239 e. Students enrolled in an Individualized Student Alternative Education Program (ISAEP) pursuant to
240 § 22.1-254D. shall be counted in the March 31 Average Daily Membership of the relevant school
241 division. School divisions shall report these students separately in their March 31 reports of Average
242 Daily Membership.

243 2. "Standards of Quality" - Operations standards for grades kindergarten through 12 as prescribed by
244 the Board of Education subject to revision by the General Assembly.

245 3.a. "Basic Operation Cost" - The cost per pupil, including provision for the number of instructional
246 personnel required by the Standards of Quality for each school division with a minimum ratio of 51
247 professional personnel for each 1,000 pupils or proportionate number thereof, in March 31 ADM for
248 the same fiscal year for which the costs are computed, and including provision for driver, gifted,
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249 occupational-vocational, and special education, library materials and other teaching materials, teacher
250 sick leave, general administration, division superintendents' salaries, free textbooks (including those
251 for free and reduced price lunch pupils), school nurses, operation and maintenance of school plant,
252 transportation of pupils, instructional television, professional and staff improvement, remedial work,
253 fixed charges and other costs in programs not funded by other state and/or federal aid.

254 b. The amount resulting from the support cost calculation for school nurses shall be specifically
255 identified as such and reported to school divisions annually. School divisions will allocate these
256 funds for school nurse positions or for contracted services of health professionals providing health
257 services.

258 4.a. "Composite Index of Local Ability-to-Pay" - An index figure computed for each locality. The
259 composite index is the sum of 2/3 of the index of wealth per pupil in unadjusted March 31 ADM
260 reported for the first seven (7) months of the 2003-2004 school year and 1/3 of the index of wealth
261 per capita (population estimates for 2003 as determined by the Center for Public Service of the
262 University of Virginia) multiplied by the local nominal share of the costs of the Standards of Quality
263 of 0.45 in each year. The indices of wealth are determined by combining the following constituent
264 index elements with the indicated weighting: (1) true values of real estate and public service
265 corporations as reported by the State Department of Taxation for the calendar year 2003 - 50 percent;
266 (2) adjusted gross income for the calendar year 2003 as reported by the State Department of Taxation
267 - 40 percent; (3) the sales for the calendar year 2003 which are subject to the state general sales and
268 use tax, as reported by the State Department of Taxation - 10 percent. Each constituent index
269 element for a locality is its sum per March 31 ADM, or per capita, expressed as a percentage of the
270 state average per March 31 ADM, or per capita, for the same element. A locality whose composite
271 index exceeds 0.8000 shall be considered as having an index of 0.8000 for purposes of distributing
272 all payments based on the composite index of local ability-to-pay. Each constituent index element for
273 a locality used to determine the composite index of local ability-to-pay for the current biennium shall
274 be the latest available data for the specified official base year provided to the Department of
275 Education by the responsible source agencies no later than November 15, 2005.

276 b. Each locality whose total Virginia Adjusted Gross Income is comprised of at least 3 percent or
277 more which is accounted for by nonresidents of Virginia may elect at its option to exclude such
278 nonresident income in computing the composite index of ability-to-pay. Each locality which elects
279 this option must have certified its intention to do so to the Department of Education on or before
280 January 1, 2006. The Department of Education shall compute the composite index for such localities
281 by using adjusted gross income data which exclude nonresident income, but shall not adjust the
282 composite index of any other localities. The Department of Taxation shall furnish to the Department
283 of Education such data as are necessary to implement this provision.

284 c.1) Pursuant to § 15.2-1302, Code of Virginia, and in the event that two or more school divisions
285 become one school division, whether by consolidation of only the school divisions or by
286 consolidation of the local governments, such resulting division shall be paid Standard of Quality
287 payments for all pupils in the combined division on the basis of a composite index determined by the
288 Board of Education, which shall not be less than the lowest nor higher than the highest composite
289 index of any of the individual school divisions involved in such consolidation. In the event of a
290 consolidation of local governments, this index shall remain in effect for a period of fifteen years,
291 unless a lower composite index is calculated for the combined division through the process for
292 computing an index figure as set forth above. The Governor shall approve the composite index
293 determined by the Board of Education prior to disbursement of funds under such index. The
294 Department shall annually report to the Chairmen of the House Appropriations and Senate Finance
295 Committees the composite indices approved by the Governor and the Board under this provision.

296 2) In the case of the consolidation of Clifton Forge and Alleghany County school divisions, the
297 fifteen year period for the application of a new composite index pursuant to paragraph b.1) above
298 shall apply beginning with the fiscal year that starts on July 1, 2004.

299 3) Pursuant to paragraph c.1) above, if the composite index of a consolidated school division is
300 reduced during the course of the fifteen year period to a level that would entitle the school division
301 to a lower interest rate for a Literary Fund loan than it received when the loan was originally
302 released, the Board of Education shall reduce the interest rate of such loan for the remainder of the
303 period of the loan. Such reduction shall be based on the interest rate that would apply at the time of
304 such adjustment. This rate shall remain in effect for the duration of the loan and shall apply only to
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305 those years remaining to be paid.

306 d. When it is determined that a substantial error exists in a constituent index element, the Department
307 of Education will make adjustments in funding for the current school year only in the division where
308 the error occurred. The composite index of any other locality shall not be changed as a result of the
309 adjustment. No adjustment during the biennium will be made as a result of updating of data used in
310 a constituent index element.

311 e. In the event that any school division consolidates two or more small schools, the division shall
312 continue to receive Standards of Quality funding and provide for the required local expenditure for a
313 period of five years as if the schools had not been consolidated. Small schools are defined as any
314 elementary, middle, or high school with enrollment below 200, 300 and 400 students, respectively.

315 5. "Required Local Expenditure for the Standards of Quality" - The locality's share based on the
316 composite index of local ability-to-pay of the cost required by all the Standards of Quality minus its
317 estimated revenues from the state sales and use tax dedicated to public education and those sales tax
318 revenues transferred to the general fund from the Public Education Standards of Quality/Local Real
319 Estate Property Tax Relief Fund and appropriated in this Item, both of which are returned on the
320 basis of the triennial census of school age population, as specified in this item, collected by the
321 Department of Education and distributed to school divisions in the fiscal year in which the school
322 year begins.

323 6. "Required Local Match" - The locality's required share of program cost based on the composite
324 index of local ability-to-pay for all School Facilities and Incentive programs, where required, in
325 which the school division has elected to participate in a fiscal year.

326 7. "Planning District Eight"––The nine localities which comprise Planning District Eight are
327 Arlington County, Fairfax County, Loudoun County, Prince William County, Alexandria City, Fairfax
328 City, Falls Church City, Manassas City, and Manassas Park City.
329
330 8. "State Share for the Standards of Quality" - The state share for a locality shall be equal to the cost
331 for that locality less the locality's estimated revenues from the state sales and use tax dedicated to
332 public education and those sales tax revenues transferred to the general fund from the Public
333 Education Standards of Quality/Local Real Estate Property Tax Relief Fund and appropriated in this
334 Item, both of which are returned on the basis of the triennial census of school age population, as
335 specified in this item, collected by the Department of Education and distributed to school divisions in
336 the fiscal year in which the school year begins and less the required local expenditure.

337 9. In the event that the appropriations in Item 134 and Item 135 are not sufficient to meet the
338 entitlements payable to school divisions pursuant to the provisions of each item, the Department of
339 Education is authorized to transfer any available funds between these items to address such
340 insufficiencies. If the total appropriations after such transfers remain insufficient to meet the
341 entitlements of any program, the Department of Education is authorized to prorate such shortfall
342 proportionately across all of the school divisions participating in the program where such shortfall
343 occurred.

344 B. General Conditions

345 1. The Standards of Quality cost in this Item related to fringe benefits shall be limited for
346 instructional staff members to the employer's cost for a number not exceeding the number of
347 instructional positions required by the Standards of Quality for each school division and for their
348 salaries at the statewide prevailing salary levels as printed below.

349 Instructional Position First Year Salary Second Year Salary
350 Elementary Teachers $39,681 $39,681
351 Elementary Assistant Principals $55,827 $55,827
352 Elementary Principals $68,822 $68,822
353 Secondary Teachers $41,615 $41,615
354 Secondary Assistant Principals $59,784 $59,784
355 Secondary Principals $75,268 $75,268

S
E
N
A
T
E

S
U
B
S
T
I
T
U
T
E

H
B

5032S1



HB5032S1 8 of 31

356 Aides $13,828 $13,828
357
358
359 a.1) Payment by the state to a local school division shall be based on the state share of fringe benefit
360 costs of 55 percent of the employer's cost distributed on the basis of the composite index.

361 2) A locality whose composite index exceeds 0.8000 shall be considered as having an index of
362 0.8000 for purposes of distributing fringe benefit funds under this provision.

363 3) The state payment to each school division for retirement, social security, and group life insurance
364 costs for noninstructional personnel is included in and distributed through Basic Aid.

365 b. Payments to school divisions from this item shall be calculated using March 31 Average Daily
366 Membership adjusted for half-day kindergarten programs.

367 c. Payments for health insurance fringe benefits are included in and distributed through Basic Aid.

368 2. Each locality shall offer a school program for all its eligible pupils which is acceptable to the
369 Department of Education as conforming to the Standards of Quality program requirements.

370 3. In the event the statewide number of pupils in March 31 ADM exceeds the number estimated as
371 the basis for this appropriation, the locality's state share of the Basic Operation Cost and the required
372 local share shall be reduced proportionately so that this appropriation will not be exceeded.

373 4. The Department of Education shall make equitable adjustments in the computation of indices of
374 wealth and in other state-funded accounts for localities affected by annexation, unless a court of
375 competent jurisdiction makes such adjustments. However, only the indices of wealth and other
376 state-funded accounts of localities party to the annexation will be adjusted.

377 5. In the event that the actual revenues from the state sales and use tax dedicated to public education
378 and those sales tax revenues transferred to the general fund from the Public Education Standards of
379 Quality/Local Real Estate Property Tax Relief Fund and appropriated in this Item (both of which are
380 returned on the basis of the 2005 triennial census of school age population) for sales in the fiscal
381 year in which the school year begins are different from the number estimated as the basis for this
382 appropriation, the estimated revenues shall not be adjusted.

383 6. This appropriation shall be apportioned to the public schools with guidelines established by the
384 Department of Education consistent with legislative intent as expressed in this act.

385 7.a. Appropriations of state funds in this Item include the number of positions required by the
386 Standards of Quality. This Item includes a minimum of 51 professional instructional positions and
387 aide positions (C 2); Education of the Gifted, 1.0 professional instructional position (C 3);
388 Occupational-Vocational Education Payments and Special Education Payments; a minimum of 6.0
389 professional instructional positions and aide positions (C 4 and C 5) for each 1,000 pupils in March
390 31 ADM each year in support of the current Standards of Quality. Funding in support of one hour of
391 additional instruction per day based on the percent of students eligible for the federal free lunch
392 program with a pupil-teacher ratio range of 18:1 to 10:1, depending upon a school division's
393 combined failure rate on the English and Math Standards of Learning, is included in Remedial
394 Education Payments (C8).

395 b. No actions provided in this section signify any intent of the General Assembly to mandate an
396 increase in the number of instructional personnel per 1,000 students above the numbers explicitly
397 stated in the preceding paragraph.

398 c. Appropriations in this item include programs supported in part by transfers to the general fund
399 from the Public Education Standards of Quality/Local Real Estate Property Tax Relief Fund pursuant
400 to Part 3 of this Act. These transfers combined together with other appropriations from the general
401 fund in this item funds the state's share of the following revisions to the Standards of Quality
402 pursuant to Chapters 939 & 955 of the Acts of Assembly of 2004: five elementary resource teachers
403 per 1,000 students; one support technology position per 1,000 students; one instructional technology
404 position per 1,000 students; and a full daily planning period for teachers at the middle and high
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405 school levels in order to relieve the financial pressure these education programs place on local real
406 estate taxes.

407 8.a. The Department of Education shall make calculations at the start of the school year to ensure
408 that school divisions have appropriated adequate funds to support their estimated required local
409 expenditure. The Department of Education shall also make calculations after the close of the school
410 year to verify that the required local effort level, based on actual March 31 Average Daily
411 Membership, was met. The Department of Education shall specify the calculations to determine if a
412 school division has appropriated and expended its required local expenditure for the Standards of
413 Quality. This calculation may include but is not limited to the following calculations:

414 b. The total expenditures for operation, defined as total expenditures less all capital outlays,
415 expenditures for debt service, facilities, non-regular day school programs (such as adult education,
416 preschool, and non-local education programs), and any transfers to regional programs or escrow
417 accounts will be calculated.

418 c. The following state funds will be deducted from the amount calculated in paragraph a. above:
419 revenues from the state sales and use tax (returned on the basis of the 2005 triennial census of
420 school age population as specified in this item) for sales in the fiscal year in which the school year
421 begins; total receipts from state funds (except state funds for non-regular day school programs and
422 state funds used for capital or debt service purposes); and the state share of any balances carried
423 forward from the previous fiscal year. Any qualifying state funds that remain unspent at the end of
424 the fiscal year will be added to the amount calculated in paragraph a. above.

425 d. The following federal funds will also be deducted from the amount calculated in paragraph a.
426 above: total receipts from federal funds (except federal funds for non-regular school programs,
427 Impact Aid funds CFDA 84.040 and 84.041 and Forest Reserve,) and any federal funds carried
428 forward from the previous fiscal year. Any federal funds that remain unspent at the end of the fiscal
429 year and any capital expenditures paid from federal funds will be added to the amount calculated in
430 paragraph a. above.

431 e. Tuition receipts and receipts from payments from other cities or counties will also be deducted
432 from the amount calculated in paragraph a., then

433 f. The final amount calculated as described above must be equal to or greater than the required local
434 expenditure defined in paragraph A. 5.

435 g. The Department of Education shall collect the data necessary to perform the calculations of
436 required local expenditure as required by this section.

437 h. A locality whose expenditure in fact exceeds the required amount from local funds may not reduce
438 its expenditures unless it first complies with all of the Standards of Quality.

439 9.a. Any sum which a locality, as of the end of a school year, has not expended, pursuant to this
440 Item, for the Standards of Quality shall be paid by the locality into the general fund of the state
441 treasury. Such payments shall be made not later than the end of the school year following that in
442 which the under expenditure occurs.

443 b. Whenever the Department of Education has recovered funds as defined in the preceding paragraph
444 a, the Secretary of Education is authorized to repay to the locality affected by that action,
445 seventy-five percent (75%) of those funds upon his determination that:

446 1) The local school board agrees to include the funds in its June 30 ending balance for the year
447 following that in which the under expenditure occurs;

448 2) The local governing body agrees to reappropriate the funds as a supplemental appropriation to the
449 approved budget for the second year following that in which the under expenditure occurs, in an
450 appropriate category as requested by the local school board, for the direct benefit of the students;

451 3) The local school board agrees to expend these funds, over and above the funds required to meet
452 the required local expenditure for the second year following that in which the under expenditure
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453 occurs, for a special project, the details of which must be furnished to the Department of Education
454 for review and approval;

455 4) The local school board agrees to submit periodic reports to the Department of Education on the
456 use of funds provided through this project award; and

457 5) The local governing body and the local school board agree that the project award will be
458 cancelled and the funds withdrawn if the above conditions have not been met as of June 30 of the
459 second year following that in which the under expenditure occurs.
460 c. There is hereby appropriated, for the purposes of the foregoing repayment, a sum sufficient, not to
461 exceed 75 percent of the funds deposited in the general fund pursuant to the preceding paragraph a.

462 10. The Department of Education shall specify the manner for collecting the required information and
463 the method for determining if a school division has appropriated and expended the local funds
464 required to support the actual local match based on all School Facilities and Incentive programs in
465 which the school division has elected to participate. Unless specifically stated otherwise in this Item,
466 school divisions electing to participate in any School Facilities or Incentive program that requires a
467 local funding match in order to receive state funding, shall certify to the Department of Education its
468 intent to participate in each program by September 1 of each fiscal year November 1 the first year
469 and October 1 the second year in a manner prescribed by the Department of Education. Upon
470 receipt of the certifications, the Department of Education shall make calculations to ensure that
471 school divisions have appropriated adequate local funds, above the required local effort for the
472 Standards of Quality, to support the projected required local match based on the School Facilities and
473 Incentive programs in which the school division has elected to participate. If the Department of
474 Education's calculations indicate that insufficient local funds are appropriated to meet the required
475 local funding match for one or more programs, state funding for such program(s) shall not be made
476 until such time that the school division can certify that sufficient local funding has been appropriated
477 to meet required local match. The Department of Education shall also make calculations after the
478 close of the fiscal year to verify that the required local match was met based on the state funds that
479 were received.

480 11. Beginning in fiscal year 2008, any sum which a locality has not expended as of the end of a
481 fiscal year in support of the required local match pursuant to this Item shall be paid by the locality
482 into the general fund of the state treasury unless the carryover of those unspent funds is specifically
483 permitted by other provisions of this act. Such payments shall be made no later than the end of the
484 school year following that in which the under expenditure occurred.

485 12. The Superintendent of Public Instruction shall provide a report on the status of teacher salaries,
486 by local school division, to the Governor and the Chairmen of the Senate Finance and House
487 Appropriations Committees by December 1 of each year of the biennium.

488 13. All local matching funds required by the programs in this Item shall be appropriated to the
489 budget of the local school board.

490 14. By November 15 of each year, the Department of Planning and Budget, in cooperation with the
491 Department of Education, shall prepare and submit a preliminary forecast of Standards of Quality
492 expenditures, based upon the most current data available, to the Chairmen of the House
493 Appropriations and Senate Finance Committees. In odd-numbered years, the forecast for the current
494 and subsequent two fiscal years shall be provided. In even-numbered years, the forecast for the
495 current and subsequent fiscal year shall be provided. The forecast shall detail the projected March 31
496 Average Daily Membership and the resulting impact on the education budget.

497 15. School divisions may choose to use state payments provided for Standards of Quality prevention,
498 intervention, and remediation in both years as a block grant for remediation purposes, without
499 restrictions or reporting requirements, other than reporting necessary as a basis for determining
500 funding for the program.

501 16. Except as otherwise provided in this act, the Superintendent of Public Instruction shall provide
502 guidelines for the distribution and expenditure of general fund appropriations and such additional
503 federal, private and other funds as may be made available to aid in the establishment and
504 maintenance of the public schools.
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505 17. At the Department of Education's option, fees for audio-visual services may be deducted from
506 state aid payments for individual local school divisions.

507 18. For distributions not otherwise specified, the Department of Education, at its option, may use
508 prior year data to calculate actual disbursements to individual localities.

509 19. Payments for accounts related to the Standards of Quality made to localities for public education
510 from the general fund, as provided herein, shall be payable in twenty-four approximately equal
511 bimonthly installments at the middle and end of each month.

512 20. The Department of Education shall, for purposes of calculating the state and local shares of the
513 Standards of Quality, apportion state sales and use tax dedicated to public education and those sales
514 tax revenues transferred to the general fund from the Public Education Standards of Quality/Local
515 Real Estate Property Tax Relief Fund based on the 2005 triennial census of school age population in
516 each year of the biennium.

517 The State Comptroller shall distribute the state sales and use tax revenues dedicated to public
518 education and those sales tax revenues transferred to the general fund from the Public Education
519 Standards of Quality/Local Real Estate Property Tax Relief Fund based on the 2005 triennial census
520 of school age population in each year of the biennium.

521 21. The Department of Education shall convene a technical work group to include appropriate staff
522 of the Department of Planning and Budget, the Senate Finance and House Appropriations
523 Committees, and the Joint Legislative and Audit Review Commission. The group shall: 1) study
524 re-benchmarking cost trends and drivers; 2) review existing Standards of Quality (SOQ), incentive,
525 categorical, and school facilities funding streams within Direct Aid to Public Education, as well as
526 the Literary Fund, and identify options for efficiencies and cost savings and for greater funding
527 flexibility, especially to better prepare the state and localities for future economic downturns; 3)
528 consider alternatives to across-the-board compensation supplements to better target state funds; 4)
529 review funding streams for programs for students at-risk of academic failure, and assess whether such
530 programs should be incorporated into the SOQ; and 5) examine special education funding issues.

531 The technical work group shall provide to the Governor and the Chairmen of the House
532 Appropriations and Senate Finance Committees: a) a detailed project workplan no later than August
533 1, 2006, and b) a summary of their work by September 15, 2007.

534 C. Apportionment

535 1. Subject to the conditions stated in this paragraph and in paragraph B of this Item, each locality
536 shall receive sums as listed above within this program for the basic operation cost and payments in
537 addition to that cost. The apportionment herein directed shall be inclusive of, and without further
538 payment by reason of, state funds for library and other teaching materials.

539 2. School Employee Retirement Contributions

540 a. This Item provides funds to each local school board for the state share of the employer's
541 retirement cost incurred by it, on behalf of instructional personnel, for subsequent transfer to the
542 retirement allowance account as provided by Title 51.1, Chapter 1, Code of Virginia.

543 b. Notwithstanding § 51.1-1401 of the Code of Virginia, the Commonwealth shall provide payments
544 for only the state share of the Standards of Quality fringe benefit cost of the retiree health care
545 credit. This item includes payments in both years based on the state share of fringe benefit costs of
546 55 percent of the employer's cost on funded Standards of Quality instructional positions, distributed
547 based on the composite index of the local ability-to-pay.

548 c. As a part of the review of the Virginia Retirement System pursuant to House Joint Resolution No.
549 34 the joint subcommittee shall review: 1) the Commonwealth's responsibilities for funding the
550 teacher retirement system beyond the actuarial normal rate and 2) the Commonwealth's appropriate
551 share for retirement payments by school divisions. In making this review, the joint subcommittee
552 shall review the impact of the blended retirement rates on the retirement system, school divisions,
553 and the Commonwealth.
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554 d. Appropriations for contributions in Paragraphs 2 and 3 include payments from funds derived from
555 the principal of the Literary Fund in accordance with Article VIII, Section 8, of the Constitution of
556 Virginia. The amounts set aside from the Literary Fund for these purposes are approximately
557 $115,854,700 the first year and $115,854,700 the second year.

558 3. School Employee Social Security Contributions

559 This Item provides funds to each local school board for the state share of the employer's Social
560 Security cost incurred by it, on behalf of the instructional personnel for subsequent transfer to the
561 Contribution Fund pursuant to Title 51.1, Chapter 7, Code of Virginia.

562 4. School Employee Insurance Contributions

563 This Item provides funds to each local school board for the state share of the employer's Group Life
564 Insurance cost incurred by it on behalf of instructional personnel who participate in group insurance
565 under the provisions of Title 51.1, Chapter 5, Code of Virginia.

566 5. Basic Aid Payments

567 a.1) A state share of the Basic Operation Cost, which cost per pupil in March 31 ADM is established
568 individually for each local school division based on the number of instructional personnel required by
569 the Standards of Quality and the statewide prevailing salary levels (adjusted in Planning District
570 Eight for the cost of competing) as well as recognized support costs calculated on a prevailing basis
571 for an estimated March 31 ADM (adjusted for half-day kindergarten programs).

572 2) This appropriation includes funding to recognize the common labor market in the Washington DC
573 Metropolitan Statistical Area. Standards of Quality salary payments for instructional and support
574 positions in school divisions of the localities set out below have been adjusted for the equivalent
575 portion of the Cost of Competing Adjustment (COCA) rates that are paid to local school divisions in
576 Planning District 8. For the counties of Stafford, Fauquier, Spotsylvania, Clarke, and Warren and the
577 City of Fredericksburg the SOQ payments have been increased by 10 percent the first year and 25
578 percent the second year of the COCA rates paid to school divisions in Planning District 8.

579 b.1) The state share for a locality shall be equal to the Basic Operation Cost for that locality less the
580 locality's estimated revenues from the state sales and use tax (returned on the basis of the 2005
581 triennial census of school age population as specified in this item), in the fiscal year in which the
582 school year begins and less the required local expenditure.

583 2) In addition to this appropriation, $249,641,656 the first year and $249,641,656 the second year are
584 transferred from Lottery Funds appropriated in this Item pursuant to paragraph 28.b.1) to Basic Aid
585 Payments to provide for the state share of the Basic Operations Cost as defined in paragraphs a. and
586 b.1) above.

587 3) In addition, $10,131,000 the first year is transferred from Lottery Funds to Basic Aid Payments
588 from the fiscal year 2006 Lottery profits that are appropriated in this Item pursuant to paragraph
589 28.b.2).

590 c. For the purpose of this paragraph, the Department of Taxation's fiscal year sales and use tax
591 estimates are as cited in this Item.

592 d.1) In accordance with the provisions of §§ 22.1-281 and 37.1-96, Code of Virginia, the Department
593 of Education shall deduct the locality's share for the education of handicapped pupils residing in
594 institutions within the Department of Mental Health, Mental Retardation and Substance Abuse
595 Services from the locality's Basic Aid appropriation.

596 2) The amounts deducted from Basic Aid for the education of mentally retarded persons shall be
597 transferred to the Department of Mental Health, Mental Retardation and Substance Abuse Services in
598 support of the cost of educating such persons; the amount deducted from Basic Aid for the education
599 of emotionally disturbed persons shall be used to cover extraordinary expenses incurred in the
600 education of such persons. The Department of Education shall establish guidelines to implement
601 these provisions and shall provide for the periodic transfer of sums due from each local school
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602 division to the Department of Mental Health, Mental Retardation and Substance Abuse Services and
603 for Special Education categorical payments. The amount of the actual transfers will be based on data
604 accumulated during the prior school year.

605 e.1) The apportionment to localities of all driver education revenues received during the school year
606 shall be made as an undesignated component of the state share of the basic operation cost in
607 accordance with the provisions of this Item. Only school divisions complying with the standardized
608 program established by the Board of Education shall be entitled to participate in the distribution of
609 state funds appropriated for driver education. The Department of Education will deduct a designated
610 amount per pupil from a school division's Basic Aid payment when the school division is not in
611 compliance with § 22.1-205 C, Code of Virginia. Such amount will be computed by dividing the
612 current appropriation for the Driver Education Fund by actual March 31 ADM.

613 2) Local school boards may charge a per pupil fee for behind-the-wheel driver education provided,
614 however, that the fee charged plus the per pupil basic aid reimbursement for driver education shall
615 not exceed the actual average per pupil cost. Such fees shall not be cause for a pro rata reduction in
616 Basic Aid payments to school divisions.

617 f. Textbooks

618 1) The appropriations for basic aid include $ 67,593,217 the first year and $ 68,134,752 the second
619 year from the general fund as the state's share of the cost of textbooks based on a per pupil amount
620 of $100.28 the first year and $100.28 the second year. The state's distributions for textbooks shall be
621 based on adjusted March 31 ADM.

622 2) School divisions shall provide free textbooks to all students.

623 3) School divisions may use a portion of this funding to purchase Standards of Learning instructional
624 materials.

625 4) Any funds provided to school divisions for textbook costs that are unexpended as of June 30,
626 2007, or June 30, 2008, shall be carried on the books of the locality to be appropriated to the school
627 division the following year to be used for same purpose.

628 g. The one-cent state sales and use tax earmarked for education and the sales tax revenues transferred
629 to the general fund from the Public Education Standards of Quality/Local Real Estate Property Tax
630 Relief Fund and appropriated in this item which are distributed to localities on the basis of the 2005
631 triennial census of school age population as specified in this item shall be reflected in each locality's
632 annual budget for educational purposes as a separate revenue source for the then current fiscal year.

633 h. The appropriation for the Standards of Quality for Public Education (SOQ) includes amounts
634 estimated at $254,800,000 $226,500,000 the first year and $269,100,000 $237,650,000 the second
635 year from the amounts transferred to the general fund from the Public Education Standards of
636 Quality/Local Real Estate Property Tax Relief Fund pursuant to Part 3 of this Act which are derived
637 from the 1/4 cent increase in the state sales and use tax levied pursuant to Chapter 3, 2004 Special
638 Session I. These additional funds are provided to local school divisions and local governments in
639 order to relieve the financial pressure education programs place on local real estate taxes.

640 i. From the total amounts in paragraph h. above, an amount estimated at $127,400,000 $114,300,000
641 the first year and $134,500,000 $119,950,000 the second year (approximately 1/8 cent of sales and
642 use tax) is appropriated to support a portion of the cost of the state's share of the following revisions
643 to the Standards of Quality pursuant to Chapters 939 & 955 of the Acts of Assembly of 2004: five
644 elementary resource teachers per 1,000 students; one support and one instructional technology
645 position per 1,000 students; a full daily planning period for teachers at the middle and high school
646 levels in order to relieve the pressure on local real estate taxes and shall be taken into account by the
647 governing body of the county, city, or town in setting real estate tax rates.

648 j. From the total amounts in paragraph h. above, an amount estimated at $127,400,000 $112,200,000
649 the first year and $134,500,000 $117,700,000 the second year (approximately 1/8 cent of sales and
650 use tax) is appropriated in this Item to distribute the remainder of the revenues collected and
651 deposited into the Public Education Standards of Quality/Local Real Estate Property Tax Relief Fund
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652 on the basis of the 2005 triennial census of school age population as specified in this item.

653 6. Compensation Supplements

654 a. The appropriation in this item includes $74,944,039 the first year and $129,855,748 the second
655 year from the general fund for an equivalent payment for the following salary increase and related
656 fringe benefit costs for funded SOQ instructional and support positions and other funded incentive
657 program positions:

658 1) For the first year, the state share of a payment equivalent to a 3.0 percent salary increase effective
659 December 1, 2006, for all funded positions.

660 2) For the first year, the state share of a payment equivalent to an additional 1.0 percent salary
661 increase effective December 1, 2006, for funded SOQ instructional positions only. Funded SOQ
662 instructional positions shall include the teacher, guidance counselor, librarian, instructional aide,
663 principal, and assistant principal positions funded through the SOQ staffing standards for each school
664 division in both years of the biennium.

665 3) It is the intent of the General Assembly that the average instructional position salaries be
666 improved throughout the state by at least 4.0 percent the first year. Sufficient funds are appropriated
667 in this act to finance, on a statewide basis, the state share of a 3.0 percent salary increase for all
668 funded positions and an additional 1.0 percent for funded SOQ instructional positions effective
669 December 1, 2006, to school divisions which certify to the state Department of Education, no later
670 than March 1, 2007, that equivalent increases have been granted in the first year.

671 b. These funds shall be matched by the local government, based on the composite index of local
672 ability-to-pay.

673 c. This funding is not intended as a mandate to increase salaries.

674 7. Education of the Gifted Payments

675 a. An additional payment shall be disbursed by the Department of Education to local school divisions
676 to support the state share of one full-time equivalent instructional position per 1,000 students in
677 adjusted March 31 ADM.

678 b. Local school divisions are required to spend, as part of the required local expenditure for the
679 Standards of Quality the established per pupil cost for gifted education (state and local share) on
680 approved programs for the gifted.

681 8. Occupational-Vocational Education Payments

682 a. An additional payment shall be disbursed by the Department of Education to the local school
683 divisions to support the state share of the number of Vocational Education instructors required by the
684 Standards of Quality. These funds shall be disbursed on the same basis as the payment is calculated.

685 b. An amount estimated at $97,297,766 the first year and $98,162,242 the second year from the
686 general fund included in Basic Aid Payments relates to vocational education programs in support of
687 the Standards of Quality.

688 9. Special Education Payments

689 a. An additional payment shall be disbursed by the Department of Education to the local school
690 divisions to support the state share of the number of Special Education instructors required by the
691 Standards of Quality. These funds shall be disbursed on the same basis as the payment is calculated.

692 b. Out of the amounts for special education payments, general fund support is provided to fund the
693 caseload standards for speech pathologists at 68 students for each year of the biennium.

694 c. In recalculating the cost of the Standards of Quality effective with the 2006-2008 biennium, the
695 Department of Education shall calculate the cost of instructional positions for special education based
696 on the aggregate sum of students by disability category by school for the disability categories listed
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697 in the special education caseloads adopted by the Board of Education.

698 10. Enrollment Loss

699 An additional state payment in each year equal to the state share per pupil of Basic Aid for each
700 locality, for a percentage of the enrollment loss (as determined below) in March 31 ADM from the
701 prior year.

702 Composite Index Percentage
703 0.0000-0.1999 85%
704 0.2000-0.3499 70%
705 0.3500-0.4999 45%
706 0.5000 or more 30%
707
708
709 11. Remedial Education Payments

710 a. An additional payment estimated at $ 61,744,796 the first year and $ 61,744,937 the second year
711 from the general fund shall be disbursed by the Department of Education to support the Board of
712 Education's Standards of Quality prevention, intervention, and remediation program adopted in June
713 2003.

714 b. The payment shall be calculated based on one hour of additional instruction per day for identified
715 students, using the three year average percent of students eligible for the federal Free Lunch program
716 as a proxy for students needing such services. Fall membership shall be multiplied by the three year
717 average division-level Free Lunch eligibility percentage to determine the estimated number of
718 students eligible for services. Pupil-teacher ratios shall be applied to the estimated number of eligible
719 students to determine the number of instructional positions needed for each school division. The
720 pupil-teacher ratio applied for each school division shall range from 10:1 for those divisions with the
721 most severe combined three year average failure rates for English and math Standards of Learning
722 test scores to 18:1 for those divisions with the lowest combined three year average failure rates for
723 English and math Standards of Learning test scores.

724 c. Funding shall be matched by the local government based on the composite index of local
725 ability-to-pay.

726 d. An amount estimated at $19,517,499 the first year and $19,517,499 the second year for Lottery
727 Proceeds Revenue Sharing appropriated in this act shall be added to general funds appropriated in
728 this Item, to provide for the state share of the Standards of Quality prevention, intervention, and
729 remediation program.

730 e. An additional state payment estimated at $63,194,052 the first year and $63,097,129 the second
731 year from the general fund shall be disbursed based on the estimated number of federal Free Lunch
732 participants, in support of programs for students who are educationally at risk. The additional
733 payment shall be based on the state share of:

734 1) A minimum two percent add-on, as a percent of the per pupil basic aid cost, for each child who
735 qualifies for the federal Free Lunch Program; and

736 2) An addition to the add-on, based on the concentration of children qualifying for the federal Free
737 Lunch Program. Based on its percentage of Free Lunch participants, each school division will receive
738 between 2 and 12 percent in additional basic aid per Free Lunch participant. These funds shall be
739 matched by the local government, based on the composite index of local ability-to-pay.

740 3a) Local school divisions are required to spend the established at-risk payment (state and local
741 share) on approved programs for students who are educationally at risk.

742 b) To receive these funds, each school division shall certify to the Department of Education that the
743 state and local shares of the at-risk payment will be used to support approved programs for students
744 who are educationally at risk. These programs may include: Dropout Prevention, community and
745 school-based truancy officer programs, Advancement Via Individual Determination (AVID), Project
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746 Discovery, Reading Recovery, programs for students who speak English as a second language, and
747 programs related to increasing the success of disadvantaged students in completing a high school
748 degree and providing opportunities to encourage further education and training.

749 f. Regional Alternative Education Programs

750 1) An additional state payment of $6,156,107 the first year and $6,301,359 the second year from the
751 general fund shall be disbursed for regional alternative education programs. Such programs shall be
752 for the purpose of educating certain expelled students and, as appropriate, students who have received
753 suspensions from public schools and students returned to the community from the Department of
754 Juvenile Justice.

755 2) Each regional program shall have a small student/staff ratio. Such staff shall include, but not be
756 limited to education, mental health, health, and law enforcement professionals, who will collaborate
757 to provide for the academic, psychological and social needs of the students. Each program shall be
758 designed to ensure that students make the transition back into the "mainstream" within their local
759 school division.

760 3)a) Regional alternative education programs are funded through this Item based on the state's share
761 of the incremental per pupil cost for providing such programs. This incremental per pupil payment
762 shall be adjusted for the composite index of local ability-to-pay of the school division that counts
763 such students attending such program in its March 31 Average Daily Membership. It is the intent of
764 the General Assembly that this incremental per pupil amount be in addition to the basic aid per pupil
765 funding provided to the affected school division for such students. Therefore, local school divisions
766 are encouraged to provide the appropriate portion of the basic aid per pupil funding to the regional
767 programs for students attending these programs, adjusted for costs incurred by the school division for
768 transportation, administration, and any portion of the school day or school year that the student does
769 not attend such program.

770 b) In the event a school division does not use all of the student slots it is allocated under this
771 program, the unused slots may be reallocated or transferred to another school division.

772 1. A school division must request from the Department of Education the availability and possible use
773 of any unused student slots. If any unused slots are available and if the requesting school division
774 chooses to utilize any of the unused slots, the requesting school division shall only receive the state's
775 share of tuition for the unused slot that was allocated in this Item for the originally designated school
776 division.

777 2. However, no requesting school division shall receive more tuition funding from the state for any
778 requested unused slot than what would have been the calculated amount for the requesting school
779 division had the unused slot been allocated to the requesting school division in the original budget.
780 Furthermore, the requesting school division shall pay for any remaining tuition payment necessary for
781 using a previously unused slot.

782 3. The Department of Education shall report by June 30 each year, to the Chairmen of the House
783 Appropriations and Senate Finance Committees, the number of available student slots, students
784 placed, the request of unused slots, and the number of unused slots subsequently used by each school
785 division for each Regional Alternative Education program.

786 4) The Board of Education shall provide assistance for the state share of the incremental cost of
787 regional alternative education program operations based on the composite index of local
788 ability-to-pay.

789 g. Remedial Summer School

790 1) This appropriation includes $24,659,975 the first year and $25,496,999 the second year from the
791 general fund for the state's share of Remedial Summer School Programs. These funds are available to
792 school divisions for the operation of programs designed to remediate students who are required to
793 attend such programs during a summer school session or during an intersession in the case of
794 year-round schools. These funds may be used in conjunction with other sources of state funding for
795 remediation or intervention. School divisions shall have maximum flexibility with respect to the use
796 of these funds and the types of remediation programs offered; however, in exercising this flexibility,
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797 students attending these programs shall not be charged tuition and no high school credit may be
798 awarded to students who participate in this program. After actual enrollment in Remedial Summer
799 School in fiscal year 2006 has been calculated, the Department of Education shall recalculate the
800 amounts needed to fully fund the state share of Remedial Summer School obligations in fiscal year
801 2007 and fiscal year 2008.

802 2) For school divisions charging students tuition for summer high school credit courses, consideration
803 shall be given to students from households with extenuating financial circumstances who are
804 repeating a class in order to graduate.

805 12. Primary Class Size Payments

806 a. An additional payment estimated at $83,617,596 the first year and $84,407,590 the second year
807 from the general fund shall be disbursed by the Department of Education as an incentive payment for
808 reducing class sizes in the primary grades.

809 b. The Department of Education shall calculate the payment based on the incremental cost of
810 providing the lower class sizes based on the lower of the division average per pupil cost of all
811 divisions or the actual division per pupil cost.

812 c. Localities are required to provide a match for these funds based on the composite index of local
813 ability-to-pay.

814 d. By October 15 of each year school divisions must provide data to the Department of Education
815 that each participating school has a September 30 pupil/teacher ratio in grades K through 3 that meet
816 the following criteria:

817 Qualifying School Percentage of
818 Students Approved
819 Grades K-3 Maximum Individual
820 Eligible for Free Lunch School Ratio Class Size
821 16% but less than 30% 20 to 1 25
822 30% but less than 45% 19 to 1 24
823 45% but less than 55% 18 to 1 23
824 55% but less than 65% 17 to 1 22
825 65% but less than 70% 16 to 1 21
826 70% but less than 75% 15 to 1 20
827 75% or more 14 to 1 19
828

829 e. School divisions may elect to have eligible schools participate at a higher ratio, or only in a
830 portion of grades kindergarten through three, with a commensurate reduction of state and required
831 local funds, if local conditions do not permit participation at the established ratio and/or maximum
832 individual class size. Special education teachers shall not be counted towards meeting these required
833 pupil/teacher ratios in grades kindergarten through three.

834 f. The Superintendent of Public Instruction may grant waivers to school divisions for the class size
835 requirement in eligible schools that have only one class in an affected grade level in the school.

836 13. Literary Fund Subsidy Program

837 a. The Board of Education and the Virginia Public School Authority (VPSA) shall provide a program
838 of funding for school construction and renovation through the Literary Fund and through VPSA bond
839 sales. The program shall be used to provide funds, through Literary Fund loans and subsidies, and
840 through VPSA bond sales, to fund a portion of the projects on the Literary Fund waiting list, or
841 other critical projects which may receive priority placement on the waiting list by the Board of
842 Education. Interest rate subsidies will provide school divisions with the present value difference in
843 debt service between a Literary Fund loan and a borrowing through the VPSA. To qualify for an
844 interest rate subsidy, the school division's project must be eligible for a Literary Fund loan and shall
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845 be subject to the same restrictions. The VPSA shall work with the Board of Education in selecting
846 those projects to be funded through the interest rate subsidy/bond financing program, so as to ensure
847 the maximum leverage of Literary Fund moneys and a minimum impact on the VPSA Bond Pool.

848 b. The Virginia Public School Authority shall provide an interest rate subsidy program in the fall of
849 2006 and the fall of 2007 for projects that are on the Board of Education's First Priority Waiting
850 List. However, the cost of the subsidy shall not exceed $15,000,000 in the first year and $20,000,000
851 in the second year including the subsidy payments and related issuance costs.

852 c. The Board of Education may offer Literary Fund loans from the uncommitted balances of the
853 Literary Fund after meeting the obligations of the interest rate subsidy sales and the amounts set
854 aside from the Literary Fund for Debt Service Payments for Education Technology in this item.

855 d.1) In the event that on any scheduled payment date of bonds of the Virginia Public School
856 Authority (VPSA) authorized under the provisions of a bond resolution adopted subsequent to June
857 30, 1997, issued subsequent to June 30, 1997, and not benefiting from the provisions of either
858 § 22.1-168 (iii), (iv), and (v), Code of Virginia, or § 22.1-168.1, Code of Virginia, the sum of (i) the
859 payments on general obligation school bonds of cities, counties, and towns (localities) paid to the
860 VPSA and (ii) the proceeds derived from the application of the provisions of § 15.2-2659, Code of
861 Virginia, to such bonds of localities, is less than the debt service due on such bonds of the VPSA on
862 such date, there is hereby appropriated to the VPSA, first, from available moneys of the Literary
863 Fund and, second, from the general fund a sum equal to such deficiency.

864 2) The Commonwealth shall be subrogated to the VPSA to the extent of any such appropriation paid
865 to the VPSA and shall be entitled to enforce the VPSA's remedies with respect to the defaulting
866 locality and to full recovery of the amount of such deficiency, together with interest at the rate of the
867 defaulting locality's bonds.

868 e. The chairman of the Board of Commissioners of the VPSA shall, on or before December 1 of
869 each year, make and deliver to the Governor and the Secretary of Finance a certificate setting forth
870 his estimate of total debt service during each fiscal year of the biennium on bonds of the VPSA
871 issued and projected to be issued during such biennium pursuant to the bond resolution referred to in
872 paragraph 1a above. The Governor's budget submission each year shall include provisions for the
873 payment of debt service pursuant to paragraph 1 above.

874 14. Educational Technology Payments

875 a. Any unobligated amounts transferred to the educational technology fund shall be disbursed on a
876 pro rata basis to localities. The additional funds shall be used for technology needs identified in the
877 division's technology plan approved by the Department of Education.

878 b. The Board of Education shall provide amounts estimated at $12,090,750 the first year from the
879 Literary Fund to provide debt service payments for the education technology grant program
880 conducted through the Virginia Public School Authority in 2002.

881 c. The Board of Education shall provide amounts estimated at $11,949,600 the first year and
882 $11,949,600 the second year from the Literary Fund to provide debt service payments for the
883 education technology grant program conducted through the Virginia Public School Authority in 2003.

884 d.1) The Board of Education shall provide amounts estimated at $12,657,050 the first year and
885 $12,654,800 the second year from the Literary Fund to provide debt service payments for the
886 education technology grant program conducted through the Virginia Public School Authority in 2004.

887 2) It is the intent of the General Assembly to appropriate Literary Fund revenues sufficient to pay
888 debt service on the Virginia Public School Authority bonds or notes authorized for this program. In
889 developing the proposed 2008-10 biennial budgets for public education, the Board of Education shall
890 include a recommendation to the Governor to appropriate Literary Fund revenues sufficient to make
891 debt service payments for this program in fiscal year 2009.

892 e.1) The Board of Education shall provide amounts estimated at $12,635,250 the first year and
893 $12,635,500 the second year from the Literary Fund to provide debt service payments for the
894 education technology grant program conducted through the Virginia Public School Authority in 2005.
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895 2) It is the intent of the General Assembly to appropriate Literary Fund revenues sufficient to pay
896 debt service on the Virginia Public School Authority bonds or notes authorized for this program. In
897 developing the proposed 2008-10 biennial budget for public education, the Board of Education shall
898 include a recommendation to the Governor to appropriate Literary Fund revenues sufficient to make
899 debt service payments for this program in fiscal year 2009 and fiscal year 2010.

900 f.1) The Board of Education shall provide amounts estimated at $13,430,704 the first year and
901 $13,228,104 the second year from the Literary Fund to provide debt service payments for the
902 education technology grant program conducted through the Virginia Public School Authority in 2006.

903 2) It is the intent of the General Assembly to appropriate Literary Fund revenues sufficient to pay
904 debt service on the Virginia Public School Authority bonds or notes authorized for this program. In
905 developing the proposed 2008-10 and 2010-12 biennial budgets for public education, the Board of
906 Education shall include a recommendation to the Governor to appropriate Literary Fund revenues
907 sufficient to make debt service payments for this program in fiscal years 2009, 2010, and 2011.

908 g.1) An education technology grant program shall be conducted through the Virginia Public School
909 Authority, through the issuance of equipment notes in an amount estimated at $58,936,000 the spring
910 of 2007 and $59,248,000 in the Spring of 2008. Proceeds of the notes will be used to establish a
911 computer-based instructional and testing system for the Standards of Learning (SOL) and to develop
912 the capability for high speed Internet connectivity at high schools followed by middle schools
913 followed by elementary schools.

914 2) The Board of Education shall provide amounts estimated at $13,590,913 the second year from the
915 Literary Fund to provide debt service payments for the education technology grant program
916 conducted through the Virginia Public School Authority in the Spring of 2007.

917 3) It is the intent of the General Assembly to appropriate Literary Fund revenues sufficient to pay
918 debt service on the Virginia Public School Authority bonds or notes authorized for education
919 technology grant programs in the spring of 2007 and in the spring of 2008. In developing the
920 proposed 2008-10, 2010-2012, and 2012-2014 biennial budgets for public education, the Board of
921 Education shall include a recommendation to the Governor to appropriate Literary Fund revenues
922 sufficient to make debt service payments for these programs in fiscal years 2009, 2010, 2011, 2012,
923 and 2013.

924 4) Grant funds from the issuance of $58,936,000 in fiscal year 2007 and $59,248,000 in fiscal year
925 2008 in equipment notes are based on a grant of $26,000 per school and $50,000 per school division.
926 For purposes of this grant program, eligible schools shall include those reporting membership in
927 grades K through 12 as of September 30, 2006, for the Spring 2007 issuance, and September 30,
928 2007, for the Spring 2008 issuance as well as district and regional centers including vocational
929 centers, special education centers, alternative education centers, regular school year Governor's
930 Schools, and the Schools for the Deaf and the Blind. Schools and district centers that serve only
931 pre-kindergarten students shall not be eligible for this grant.

932 5) Localities are required to provide a match for these funds equal to 20 percent of the grant amount.
933 At least 25 percent of the local match shall be used for teacher training in the use of technology. The
934 Superintendent of Public Instruction is authorized to reduce the required local match for school
935 divisions with a composite index of local ability-to-pay below 0.2000. The Schools for the Deaf and
936 the Blind are exempt from the match requirement.

937 6) The goal of the program is to improve the instructional, remedial and testing capabilities of the
938 Standards of Learning for local school divisions.

939 7) Funds shall be used in the following manner:

940 a) Each division shall use funds to reach a goal, in each high school, of: (1) a 5-to-1 student to
941 computer ratio; (2) an Internet-ready local area network (LAN) capability; and (3) high speed access
942 to the Internet. School connectivity (computers, LANs and network access) shall include sufficient
943 download/upload capability to ensure that each student will have adequate access to Internet-based
944 instructional, remedial and assessment programs.
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945 b) When each high school in a division meets the goals established in paragraph a) above, the
946 remaining funds shall be used to develop similar capability in first the middle schools and then the
947 elementary schools.

948 c) Pursuant to § 15.2-1302, Code of Virginia, and in the event that two or more school divisions
949 became one school division, whether by consolidation of only the school divisions or by
950 consolidation of the local governments, such resulting division shall be provided funding through this
951 program on the basis of having the same number of school divisions as existed prior to September
952 30, 2000.

953 8) Local school divisions shall maximize the use of available federal funds, including E-Rate Funds,
954 and to the extent possible, use such funds to supplement the program and meet the goals of this
955 program.

956 h. The Department of Education shall maintain criteria to determine if high schools, middle schools,
957 or elementary schools have the capacity to meet the goals of this initiative. The Department of
958 Education shall be responsible for the project management of this program. The Department of
959 Education shall report on the implementation of this program to the Chairmen of the Senate Finance
960 and House Appropriations Committees by September 1 of each year.

961 i.1) In the event that, on any scheduled payment date of bonds or notes of the Virginia Public School
962 Authority (VPSA) issued for the purpose described in § 22.1-166.2, Code of Virginia, and not
963 benefiting from the provisions of either § 22.1-168 (iii), (iv) and (v), Code of Virginia, or
964 § 22.1-168.1, Code of Virginia, the available moneys in the Literary Fund are less than the
965 appropriations for debt service due on such bonds or notes of the VPSA on such date, there is
966 hereby appropriated to the VPSA from the general fund a sum equal to such deficiency.

967 2) The Chairman of the Board of Commissioners of the VPSA shall, on or before December 1 of
968 each year, make and deliver to the Governor and the Secretary of Finance a certificate setting forth
969 his estimate of total debt service during each fiscal year of the biennium on bonds and notes of the
970 VPSA issued and projected to be issued during such biennium pursuant to the resolution referred to
971 in paragraph 1) above. The Governor's budget submission each year shall include provisions for the
972 payment of debt service pursuant to paragraph 1) above.

973 j. Unspent proceeds of the notes, including investment income derived from the proceeds of the notes
974 may be used to pay interest on, or to decrease principal of the notes.

975 k.1) For the purposes of § 56-232, Code of Virginia, "Contracts of Telephone Companies with State
976 Government" and for the purposes of § 56-234 "Contracts for Service Rendered by a Telephone
977 Company for the State Government" shall be deemed to include communications lines into public
978 schools which are used for educational technology. The rate structure for such lines shall be
979 negotiated by the Superintendent of Public Instruction and the Chief Information Officer of the
980 Virginia Information Technologies Agency. Further, the Superintendent and Director are authorized to
981 encourage the development of "by-pass" infrastructure in localities where it fails to obtain
982 competitive prices or prices consistent with the best rates obtained in other parts of the state.

983 2) The State Corporation Commission, in its consideration of the discount for services provided to
984 elementary schools, secondary schools, and libraries and the universal service funding mechanisms as
985 provided under § 254 of the Telecommunications Act of 1996, is hereby encouraged to make the
986 discounts for intrastate services provided to elementary schools, secondary schools, and libraries for
987 educational purposes as large as is prudently possible and to fund such discounts through the
988 universal fund as provided in § 254. The Commission shall proceed as expeditiously as possible in
989 implementing these discounts and the funding mechanism for intrastate services, consistent with the
990 rules of the Federal Communications Commission aimed at the preservation and advancement of
991 universal service.

992 15. At-Risk Four-Year-Olds Preschool Payments

993 a.1) It is the intent of the General Assembly that an additional state payment shall be disbursed by
994 the Department of Education to schools and community-based organizations to provide quality
995 preschool programs for at-risk four-year-olds unserved by Head Start program funding.
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996 2) These grants shall be used to provide programs for at-risk four-year-old children which include
997 quality preschool education, health services, social services, parental involvement and transportation.
998 Programs must provide full-day or half-day and, at least, school-year services.

999 3) The Department of Education, in cooperation with the Council on Child Day Care and Early
1000 Childhood Programs, shall establish academic standards that are in accordance with appropriate
1001 preparation for students to be ready to successfully enter into kindergarten. These standards shall be
1002 established in such a manner as to be measurable for student achievement and success. Students shall
1003 be required to be evaluated at specified times as determined appropriate by the Department of
1004 Education. Superintendents, or their designee, of each participating school division must certify that
1005 the At-Risk Four-Year-Old program follows the established standards in order to receive the funding
1006 for quality preschool education and criteria for the service components. Such guidelines shall be
1007 consistent with the findings of the November 1993 study by the Board of Education, the Department
1008 of Education, and the Council on Child Day Care and Early Childhood Programs.

1009 4)a) Grants shall be distributed based on an allocation formula providing the state share of a $5,700
1010 grant for 100 percent of the unserved at-risk four-year-olds in each locality for a full-day program.
1011 Programs operating half-day shall receive state funds based on a fractional basis determined by the
1012 pro-rata portion of a full-day, school year program provided.

1013 b) For new programs in the first year of implementation only, programs operating less than a full
1014 school year shall receive state funds on a fractional basis determined by the pro-rata portion of a
1015 school year program provided. In determining the prorated state funds to be received, a school year
1016 shall be 180 days.

1017 b.1) Any locality which desires to participate in this grants program must submit a proposal through
1018 its chief administrator (county administrator or city manager) by May 15 of each year. The chief
1019 administrator, in conjunction with the school superintendent, shall identify a lead agency for this
1020 program within the locality. The lead agency shall be responsible for developing a local plan for the
1021 delivery of quality preschool services to at-risk children which demonstrates the coordination of
1022 resources and the combination of funding streams in an effort to serve the greatest number of at-risk
1023 four-year-old children.

1024 2) The proposal must demonstrate coordination with all parties necessary for the successful delivery
1025 of comprehensive services, including the schools, child care providers, local social services agency,
1026 Head Start, local health department and other groups identified by the lead agency.

1027 3) A local match, based on the composite index of local ability-to-pay shall be required. For
1028 purposes of meeting the local match, localities may use local expenditures for existing qualifying
1029 programs. Localities shall also continue to pursue and coordinate other funding sources, including
1030 child care subsidies. Funds received through this program must be used to supplement, not supplant,
1031 any funds currently provided for programs within the locality. However, in the event a locality is
1032 prohibited from continuing the previous level of support to programs for at-risk four-year-olds from
1033 Title 1 of the Elementary and Secondary Education Act (ESEA), the state and local funds provided
1034 in this grants program may be used to continue services to these Title I students. Such prohibition
1035 may occur due to amendments to the allocation formula in the reauthorization of ESEA as the No
1036 Child Left Behind Act of 2001 or due to a percentage reduction in a locality's Title I allocation in
1037 2006-2007 or 2007-2008. Any locality so affected shall provide written evidence to the
1038 Superintendent of Public Instruction and request his approval to continue the services to Title I
1039 students.

1040 c. Local plans must provide clear methods of service coordination for the purpose of reducing the per
1041 child cost for the service, increasing the number of at-risk children served and/or extending services
1042 for the entire year. Examples of these include:

1043 1) "Wraparound Services" –– methods for combining funds such as child care subsidy dollars
1044 administered by local social service agencies with dollars for quality preschool education programs.

1045 2) "Wrapout Services" –– methods for using grant funds to purchase quality preschool services to
1046 at-risk four-year-old children through an existing child care setting by purchasing comprehensive
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1047 services within a setting which currently provides quality preschool education.

1048 3) "Expansion of Service" –– methods for using grant funds to purchase slots within existing
1049 programs, such as Head Start, which provide comprehensive services to at-risk four-year-old children.

1050 Local plans must indicate the number of at-risk four-year-old children to be served, and the criteria
1051 by which they will be determined to be at risk.

1052 d.1) The Department of Education and the Council on Child Day Care and Early Childhood
1053 Programs shall provide technical assistance for the administration of this grant program to provide
1054 assistance to localities in developing a comprehensive, coordinated, quality preschool program for
1055 serving at-risk four-year-old children.

1056 2) A pre-application session shall be provided by the Department and the Council on Child Day Care
1057 and Early Childhood Programs prior to the proposal deadline. The Department shall provide
1058 interested localities with information on models for service delivery, methods of coordinating funding
1059 streams, such as funds to match federal IV-A child care dollars, to maximize funding without
1060 supplanting existing sources of funding for the provision of services to at-risk four-year-old children.
1061 A priority for technical assistance in the design of programs shall be given to localities where the
1062 majority of the at-risk four-year-old population is currently unserved.

1063 e. The Department of Education is authorized to expend unobligated balances in this item if
1064 participation in the At-Risk Four-Year-Olds Preschool program is greater than projected. The
1065 Department is also authorized to expend unobligated balances in this program for grants to qualifying
1066 schools and community-based groups for one-time expenses, other than capital, related to start-up or
1067 expansion of programs.

1068 16. Early Reading Intervention

1069 a. An additional incentive payment of $11,863,527 the first year and $11,965,287 the second year
1070 from the general fund shall be disbursed by the Department of Education to local school divisions
1071 for the purposes of providing early reading intervention services to students in grades kindergarten
1072 through 3 who demonstrate deficiencies based on their individual performance on diagnostic tests
1073 which have been approved by the Department of Education. The Department of Education shall
1074 review the tests of any local school board which requests authority to use a test other than the
1075 state-provided test to ensure that such local test uses criteria for the early diagnosis of reading
1076 deficiencies which are similar to those criteria used in the state-provided test. The Department of
1077 Education shall make the state-provided diagnostic test used in this program available to local school
1078 divisions. School divisions shall report the results of the diagnostic tests to the Department of
1079 Education on an annual basis at a time to be determined by the Superintendent of Public Instruction.

1080 b. These incentive payments shall be based on the state's share of the cost of providing two and
1081 one-half hours of additional instruction each week for an estimated number of students in each
1082 school division at a student to teacher ratio of five to one. The estimated number of students in each
1083 school division in each year shall be determined by multiplying the projected number of students
1084 reported in each school division's fall membership in grades kindergarten, 1, 2, and 3 by the percent
1085 of students who are determined to need services based on diagnostic tests administered in the
1086 previous year in that school division and adjusted in the following manner:

1087 Kindergarten 100%
1088 Grade 1 50%
1089 Grade 2 50%
1090 Grade 3 25%
1091 c. These incentive payments are available to any school division that certifies to the Department of
1092 Education that an intervention program will be offered to such students and that each student who
1093 receives an intervention will be assessed again at the end of that school year. Such intervention
1094 programs, at the discretion of the local school division, may include, but not be limited to, the use
1095 of: special reading teachers; trained aides; volunteer tutors under the supervision of a certified
1096 teacher; computer-based reading tutorial programs; aides to instruct in-class groups while the teacher
1097 provides direct instruction to the students who need extra assistance; or extended instructional time in
1098 the school day or year for these students. Localities receiving these incentive payments are required
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1099 to match these funds based on the composite index of local ability-to-pay.

1100 17. Standards of Learning Algebra Readiness

1101 a. An additional incentive payment of $8,444,986 the first year and $8,476,044 the second year from
1102 the general fund shall be disbursed by the Department of Education to local school divisions for the
1103 purposes of providing math intervention services to students in grades 6, 7, 8 and 9 who are at-risk
1104 of failing the Algebra 1 end-of-course test, as demonstrated by their individual performance on
1105 diagnostic tests which have been approved by the Department of Education. The Department of
1106 Education shall review the tests to ensure that such local test uses state-provided criteria for
1107 diagnosis of math deficiencies which are similar to those criteria used in the state-provided test. The
1108 Department of Education shall make the state-provided diagnostic test used in this program available
1109 to local school divisions. School divisions shall report the results of the diagnostic tests to the
1110 Department of Education on an annual basis at a time to be determined by the Superintendent of
1111 Public Instruction.

1112 b. These incentive payments shall be based on the state's share of the cost of providing two and
1113 one-half hours of additional instruction each week for an estimated number of students in each
1114 school division at a student to teacher ratio of ten to one. The estimate number of students in each
1115 school division shall be determined by multiplying the projected number of students reported in each
1116 school division's fall membership by the percent of students that qualify for the federal Free Lunch
1117 Program.

1118 c. These incentive payments are available to any school division that certifies to the Department of
1119 Education that an intervention program will be offered to such students and that each student who
1120 receives an intervention will be assessed again at the end of that school year. Localities receiving
1121 these incentive payments are required to match these funds based on the composite index of local
1122 ability-to-pay.

1123 d. Any funds provided to school divisions for the Standards of Learning Algebra Readiness Program
1124 that are unexpended as of June 30, 2007, and June 30, 2008, shall be carried on the books of the
1125 locality to be appropriated to the school division in the following year for use in the same program.

1126 18. School Construction Grants Program

1127 a. This appropriation includes an amount estimated at $27,499,995 the first year and $27,500,004 the
1128 second year from the general fund to provide grants to school divisions for nonrecurring expenditures
1129 by the relevant school division. Nonrecurring costs shall include school construction, additions,
1130 infrastructure, site acquisition, renovations, technology, and other expenditures related to modernizing
1131 classroom equipment, payments to escrow accounts pursuant to Chapter 391, Acts of Assembly of
1132 1999, school safety equipment or school safety renovations, and debt service payments on school
1133 projects completed during the last ten years.

1134 b. School divisions are encouraged to utilize value engineering in school construction projects funded
1135 with these grant proceeds.

1136 c. Any funds provided to school divisions for school construction that are unexpended as of June 30,
1137 2007, and June 30, 2008, shall be carried on the books of the locality to be appropriated to the
1138 school division the following year for use for the same purpose.

1139 d. Pursuant to § 15.2-1302, Code of Virginia, and in the event that two or more school divisions
1140 became one school division, whether by consolidation of only the school divisions or by
1141 consolidation of the local governments, such resulting division shall be paid School Construction
1142 Grant payments on the basis of having the same number of school divisions as existed prior to
1143 September 30, 2000.

1144 19. English as a Second Language Payments

1145 A payment of $31,781,077 the first year and $38,469,856 the second year from the general fund
1146 shall be disbursed by the Department of Education to local school divisions to support the state share
1147 of 17 professional instructional positions per 1,000 students for whom English is a second language.
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1148 Local school divisions shall provide a local match based on the composite index of local
1149 ability-to-pay.

1150 20. Special Education Instruction Payments

1151 a. The Department of Education shall establish rates for all elements of Special Education Instruction
1152 Payments.

1153 b. Out of the amounts for special education payments, the Department of Education shall make
1154 available, subject to implementation by the Superintendent of Public Instruction, an amount estimated
1155 at $59,989,862 the first year and $66,397,321 the second year from the general fund for the purpose
1156 of the state's share of the tuition rates for approved public school regional programs. Notwithstanding
1157 any contrary provision of law, the state's share of the tuition rates shall be based on the composite
1158 index of local ability-to-pay.

1159 c. Out of the amounts for Financial Assistance for Categorical Programs, $29,593,951 the first year
1160 and $30,962,505 the second year from the general fund is appropriated to permit the Department of
1161 Education to contract with selected local school boards for the provision of educational services to
1162 children residing in certain hospitals, clinics, and detention homes by employees of the local school
1163 boards. The selection and employment of instructional and administrative personnel under such
1164 contracts will be the responsibility of the local school board in accordance with procedures as
1165 prescribed by the local school board.

1166 21. Vocational Education Instruction Payments

1167 a. It is the intention of the General Assembly that the Department of Education explore initiatives
1168 that will encourage greater cooperation between jurisdictions and the Virginia Community College
1169 System in meeting the needs of public school systems.

1170 b. This appropriation includes $1,800,000 the first year and $1,800,000 the second year from the
1171 general fund for secondary vocational-technical equipment. A base allocation of $2,000 the first year
1172 and $2,000 the second year shall be available for all divisions, with the remainder of the funding
1173 distributed on the basis of student enrollment in secondary vocational-technical courses. State funds
1174 received for secondary vocational-technical equipment must be used to supplement, not supplant, any
1175 funds currently provided for secondary vocational-technical equipment within the locality.

1176 22. Adult Education Payments

1177 State funds shall be used to reimburse general adult education programs on a fixed cost per pupil or
1178 cost per class basis. No state funds shall be used to support vocational noncredit courses.

1179 23. General Education Payments

1180 a.1) This appropriation includes $8,155,889 the first year and $7,853,362 the second year from the
1181 general fund for targeted education initiatives to improve student achievement and teacher quality,
1182 including a mentoring program for teachers with no experience working in schools that are at-risk of
1183 not meeting adequate yearly progress, a middle school math teacher initiative in at-risk schools,
1184 turnaround specialists to enhance the leadership in schools that have consistently failed to show
1185 improvement in student progress, virtual Advanced Placement courses, and GED tests as required by
1186 the No Child Left Behind Act.

1187 2) In the event that existing funds are not available, additional nongeneral funds do not become
1188 available, and/or the contracts are not renegotiated to lower amounts, the Department of Education is
1189 authorized to transfer up to $150,890 the first year and up to $150,890 the second year from the
1190 general fund appropriation for this Item in C. 23. a. to Item 127 for the contract with the University
1191 of Virginia Partnership for Leaders in Education - The Darden School Foundation for the turnaround
1192 specialists program. In the event that existing funds are not available, additional nongeneral funds do
1193 not become available, and/or the contracts are not re-negotiated to lower amounts, the Department is
1194 also authorized to transfer up to $487,200 the first year and up to $487,200 the second year from the
1195 general fund appropriation for this Item in C. 23. a. to Item 127 for the contract for the on-line
1196 student career planning program.
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1197 b.1) In addition, the appropriation includes $500,000 the first year and $500,000 the second year
1198 from the general fund for competitive grants of $100,000 each to be awarded to school divisions
1199 which demonstrate a partnership agreement with a Virginia institution of higher learning and/or other
1200 entity for a defined leadership development training program that addresses the leadership standards
1201 established for such training as defined by the Board of Education. Such competitive grants may be
1202 awarded to the existing leadership development training programs. The Department of Education
1203 shall establish the guidelines for school divisions to apply for these grants. These grants shall be
1204 allocated over the biennium.

1205 2) School divisions that are awarded a competitive leadership grant in either fiscal year shall be
1206 allowed to retain any unspent balances at the end of that fiscal year in which the grant was awarded
1207 and shall be permitted to spend any remaining balances for the intended purposes during the ensuing
1208 two fiscal years.

1209 c. This appropriation includes $2,774,478 the first year and $2,774,478 the second year from the
1210 general fund to support Project Graduation.

1211 d. The Department of Education shall develop a report specific to the first cohort of the three school
1212 divisions participating in the Hard-to-Staff School pilot program. The report shall address, but not be
1213 limited to, any measurable improvements in student achievement that can be linked to the recruitment
1214 and retention of highly qualified teachers; fewer teachers with provisional or conditional licenses;
1215 demonstrated improvements in the general teaching environment within the participating schools; any
1216 other comparible retention statistics relative to pre- and post- participation in the Hard-to-Staff
1217 Schools pilot program. The Department of Education shall submit, upon completion of the
1218 participation cycle of the first cohort of school divisions, but not later than September 1, 2007, the
1219 comprehensive report to the Chairmen of the House Appropriations and Senate Finance Committees.
1220 The report will be used as an evaluation tool to determine the pilot program's merits and whether it
1221 should be implemented in other school divisions.

1222 24. Educational Telecommunications Payments

1223 a. Out of the amounts for Financial Assistance for Categorical Programs, the Board of Education
1224 shall provide assistance for electronic classrooms.

1225 b. The local share of costs associated with operation of electronic classrooms shall be computed
1226 using the local composite index of ability-to-pay.

1227 25. Individual Student Alternative Education Program

1228 Out of this appropriation, $2,247,581 the first year and $2,247,581 in the second year from the
1229 general fund shall be provided for the secondary schools' Individual Student Alternative Education
1230 Program (ISAEP), pursuant to Chapter 488 and Chapter 552 of the 1999 Session of the General
1231 Assembly. The Department of Education shall report the status of this program along with any
1232 recommendations for determining the cost of this program to the Governor and the Chairmen of the
1233 Senate Finance, Senate Education and Health, House Appropriations, and House Education
1234 Committees and the Department of Planning and Budget no later than October 15 of each year.

1235 26. Foster Children Education Payments

1236 a. An additional state payment is provided from the general fund for the prior year's local operations
1237 costs, as determined by the Department of Education, for each pupil not a resident of the school
1238 division providing his education (a) who has been placed in foster care or other custodial care within
1239 the geographical boundaries of such school division by a Virginia agency, whether state or local,
1240 which is authorized under the laws of this Commonwealth to place children; (b) who has been placed
1241 in an orphanage or children's home which exercises legal guardianship rights; or (c) who is a resident
1242 of Virginia and has been placed, not solely for school purposes, in a child-caring institution or group
1243 home.

1244 b. This appropriation provides $11,109,888 the first year and $12,047,112 the second year from the
1245 general fund to support children attending public school who have been placed in foster care or other
1246 such custodial care across jurisdictional lines, as provided by subsections A and B of § 22.1-101.1,
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1247 Code of Virginia. To the extent these funds are not adequate to cover the full costs specified therein,
1248 the Department is authorized to expend unobligated balances in this Item and Item 134 for this
1249 support.

1250 27. Sales Tax

1251 a. This is a sum-sufficient appropriation for distribution to counties, cities and towns a portion of net
1252 revenue from the state sales and use tax, in support of the Standards of Quality (Title 22.1, Chapter
1253 13.2, Code of Virginia) (See the Attorney General's opinion of August 3, 1982).

1254 b. Certification of payments and distribution of this appropriation shall be made by the State
1255 Comptroller.

1256 c. The distribution of state sales tax funds shall be made in equal bimonthly payments at the middle
1257 and end of each month.

1258 d. 1) This Item includes an appropriation estimated at $59,837,121 from the general fund in the first
1259 year to be paid to local school divisions as a supplemental sales tax payment dedicated to public
1260 education. As such, local governing bodies shall appropriate these funds to the local school division.

1261 2) The supplemental sales tax payment is in addition to the one and 1/8 cents sales tax estimated by
1262 the Department of Taxation and included in this Item.

1263 3) For the purposes of calculating Required Local Expenditure as defined in this Item, this
1264 supplemental sales tax payment will be counted as a credit toward the local share of the costs of the
1265 Standards of Quality in the first year. Further, additional payments from Enrollment Loss and
1266 Supplemental Basic Aid, as identified by the Department of Education, resulting from the Department
1267 of Taxation's correction of the sales tax estimates and resulting in this supplemental sales tax
1268 payment may also be counted as a credit toward the local share of the costs of the Standards of
1269 Quality in the first year.

1270 4) The Department of Education is authorized to distribute the supplemental sales tax payment to
1271 school divisions in quarterly installments. The Department is further authorized to make adjustments
1272 in these quarterly supplemental payments to reflect the difference between the actual sales tax
1273 payments distributed to school divisions to date and an estimate of the payment that would have
1274 been paid to date based on the percentage of the total distribution paid in the prior fiscal year to
1275 date multiplied by the total amount of sales tax distribution included in this Item. The amount paid
1276 as supplemental sales tax payments shall not exceed the amounts listed in paragraph d.1) above.

1277 5) It is the intent of the General Assembly to update this supplemental sales tax payment based on
1278 any subsequent increases to the Sales Tax estimates approved by the General Assembly and included
1279 in this Item.

1280 28. Lottery

1281 a.1) This appropriation includes $426,100,000 the first year and $426,100,000 the second year from
1282 the general fund as the state payment for the lottery profits, to be deposited into the general fund
1283 pursuant to § 3-1.01 G of this act.

1284 2) This appropriation includes $16,500,000 in the first year as an additional appropriation of Lottery
1285 profits that were earned in fiscal year 2006 as excess revenue that was not appropriated for public
1286 education.

1287 b.1) Out of this appropriation, $249,641,656 the first year and $249,641,656 the second year shall be
1288 transferred and used to fund the state's share of Basic Aid Payments as defined in paragraph 5.b.2)
1289 above.

1290 2) Out of this appropriation, $10,131,000 the first year shall be transferred from the additional
1291 appropriation in paragraph 28.a.2) above and used to fund the state's share of Basic Aid Payments as
1292 defined in paragraph 5.b.3) above.

1293 c. $19,517,499 the first year and $19,517,499 the second year in Lottery proceeds appropriated in
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1294 this Item shall be added to general funds appropriated in this Item, to provide for the state share of
1295 cost of the Standards of Quality prevention, intervention, and remediation program.

1296 d.1) Out of this appropriation, an amount estimated at $156,940,845 the first year and $156,940,845
1297 the second year shall be disbursed by the Department of Education to local school divisions to
1298 support the state share of an estimated $232.83 per pupil the first year and $230.98 per pupil the
1299 second year in adjusted March 31 average daily membership. These per pupil amounts are subject to
1300 change for the purpose of payment to school divisions based on the actual March 31 ADM collected
1301 each year. These funds shall be matched by the local government, based on the composite index of
1302 local ability-to-pay. Further, in order to receive this funding, the locality in which the school division
1303 is located shall appropriate these funds solely for educational purposes and shall not use such funds
1304 to reduce total local operating expenditures for public education below the amount expended by the
1305 locality for such purposes in the year upon which the 2006-08 biennial Standards of Quality
1306 expenditure data were based; provided however, that no locality shall be required to maintain a per
1307 pupil expenditure which is greater than the per pupil amount expended by the locality for such
1308 purposes in the year upon which the 2006-08 biennial Standards of Quality expenditure data were
1309 based.

1310 2) Out of this appropriation, an amount estimated at $6,369,000 the first year in additional Lottery
1311 proceeds shall be disbursed by the Department of Education to local school divisions to support the
1312 state share of an estimated $9.45 per pupil the first year in adjusted daily membership. These per
1313 pupil amounts are subject to change for the purpose of payment to school divisions based on the
1314 actual March 31 ADM collected. These funds shall be matched by the local government, based on
1315 the composite index of local ability-to-pay, and shall be subject to the same terms and conditions as
1316 other Lottery proceeds appropriated in this Item.

1317 e. Of the amounts listed above, no more than 50 percent shall be used for recurring costs and at least
1318 50 percent shall be spent on nonrecurring expenditures by the relevant school divisions. Nonrecurring
1319 costs shall include school construction, additions, infrastructure, site acquisition, renovations,
1320 technology, and other expenditures related to modernizing classroom equipment, and debt service
1321 payments on school projects completed during the last 10 years.

1322 f. Any lottery funds provided to school divisions from this Item that are unexpended as of June 30,
1323 2007, and June 30, 2008, shall be carried on the books of the locality to be appropriated to the
1324 school division in the following year.

1325 29. Adult Literacy

1326 a. The appropriation for Financial Assistance for Categorical Programs includes $125,000 the first
1327 year and $125,000 the second year from the general fund for the ongoing literacy programs
1328 conducted by Mountain Empire Community College, and $125,000 the first year and $125,000 the
1329 second year from the general fund will be transferred to the Department of Housing and Community
1330 Development to support workforce literacy and training.

1331 b. Out of this appropriation, the Board of Education shall provide $100,000 the first year and
1332 $100,000 the second year from the general fund for the Virginia Literacy Foundation grants to
1333 support programs for adult literacy including those delivered by community-based organizations and
1334 school divisions providing services for adults with 0-9th grade reading skills.

1335 c. Out of this appropriation, the Board of Education shall provide $50,000 the first year and $50,000
1336 the second year from the general fund to the Virginia Educational Technology Alliance to provide
1337 teacher training opportunities in the effective use of educational technologies to full-time, part-time
1338 and volunteer teachers involved in adult education and literacy programs in the Commonwealth.

1339 30. Governor's School Payments

1340 a. Out of the amounts for Governor's School Payments, the Board of Education shall provide
1341 assistance for the state share of the incremental cost of regular school year Governor's Schools based
1342 on each participating locality's composite index of local ability-to-pay. Participating school divisions
1343 must certify that no tuition is assessed students for participation in this program.
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1344 b. Out of the amounts for Governor's School Payments, the Board of Education shall provide
1345 assistance for the state share of the incremental cost of summer residential Governor's Schools and
1346 Foreign Language Academies to be based on the greater of the state's share of the composite index
1347 of local ability-to-pay or 50 percent. Participating school divisions must certify that no tuition is
1348 assessed students for participation in this program if they are enrolled in a public school.

1349 c. It shall be the policy of the Commonwealth that state general fund appropriations not be used for
1350 capital outlay, structural improvements, renovations, or fixed equipment costs associated with
1351 initiation of existing or proposed Governor's schools. State general fund appropriations may be used
1352 for the purchase of instructional equipment for such schools, subject to certification by the
1353 Superintendent of Public Instruction that at least an equal amount of funds has been committed by
1354 participating school divisions to such purchases.

1355 d. The Board of Education shall not take any action that would increase the state's share of costs
1356 associated with the Governor's Schools as set forth in paragraph C. 26. of this Item. This provision
1357 shall not prohibit the Board of Education from submitting requests for the increased costs of existing
1358 programs resulting from updates to September 30 fall membership for school divisions currently
1359 participating in existing programs or for school divisions that begin participation in existing
1360 programs.

1361 e.1) Regular school year Governor's Schools are funded through this Item based on the state's share
1362 of the incremental per pupil cost for providing such programs for each student attending a Governor's
1363 School up to a cap of 1,500 students per Governor's School. This incremental per pupil payment
1364 shall be adjusted for the composite index of the school division that counts such students attending
1365 an academic year Governor's School in their March 31 Average Daily Membership. It is the intent of
1366 the General Assembly that this incremental per pupil amount be in addition to the basic aid per pupil
1367 funding provided to the affected school division for such students. Therefore, local school divisions
1368 are encouraged to provide the appropriate portion of the basic aid per pupil funding to the Governor's
1369 Schools for students attending these programs, adjusted for costs incurred by the school division for
1370 transportation, administration, and any portion of the day that the student does not attend a
1371 Governor's School.

1372 2) Funding for the Academic Year Governor's Schools will be adjusted based upon actual September
1373 30, 2006, and September 30, 2007, fall membership data or equivalent enrollment for students that
1374 attend these programs during the year based on alternative course schedules such as semester block
1375 schedules.

1376 3) Fairfax County Public Schools shall not reduce local per pupil funding for the Thomas Jefferson
1377 Governor's School below the amounts appropriated for the 2003-2004 school year.

1378 31. School Nutrition

1379 It is provided that, subject to implementation by the Superintendent of Public Instruction, no
1380 disbursement shall be made out of the appropriation for school nutrition to any locality in which the
1381 schools permit the sale of competitive foods in food service facilities or areas during the time of
1382 service of food funded pursuant to this Item.

1383 32. Clinical Faculty and Mentor Teacher Programs

1384 This appropriation includes $1,375,000 the first year and $1,375,000 the second year from the
1385 general fund for statewide Clinical Faculty and Mentor Teacher Programs to assist preservice
1386 teachers and beginning teachers to make a successful transition into full-time teaching. Such
1387 programs shall include elements which are consistent with the following:

1388 a. An application process for localities and school/higher education partnerships that wish to
1389 participate in the programs;

1390 b. Provisions for a local funding or institutional commitment of 50 percent, to match state grants of
1391 50 percent;

1392 c. Program plans which include a description of the criteria for selection of clinical faculty and
1393 mentor teachers, training, support, and compensation for clinical faculty and mentor teachers,
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1394 collaboration between the school division and institutions of higher education, the clinical faculty and
1395 mentor teacher assignment process, and a process for evaluation of the programs;

1396 d. The Department of Education shall allow flexibility to local school divisions and higher education
1397 institutions regarding compensation for clinical faculty and mentor teachers consistent with these
1398 elements of the programs; and

1399 e. It is the intent of the General Assembly that no preference between preservice or beginning
1400 teacher programs be construed by the language in this Item. School divisions operating beginning
1401 teacher mentor programs shall receive equal consideration for funding.

1402 33. This appropriation includes $100,000 the first year and $100,000 the second year from the
1403 general fund to provide grants to school divisions that employ mentor teachers for new teachers
1404 entering the profession through the alternative route to licensure as prescribed by the Board of
1405 Education.

1406 136. Not Set Out

1407 Total for Direct Aid to
1408 Public Education $6,611,427,036 $6,776,943,492
1409 $6,710,869,138
1410 Fund Sources:
1411 General $5,695,619,782 $5,859,840,675
1412 $5,793,766,321
1413 Special $795,000 $795,000
1414 Commonwealth
1415 Transportation $2,173,000 $2,173,000
1416 Trust and Agency $178,747,154 $180,042,717
1417 Federal Trust $734,092,100 $734,092,100

1418 Items 137 through 142: Not Set Out

1419 Grand Total for
1420 Department of Education,
1421 Central Office Operations $6,749,479,949 $6,913,943,931
1422 $6,847,869,577
1423 General Fund Positions 439.50 441.50
1424 Nongeneral Fund Positions 168.50 168.50
1425 Position Level 608.00 610.00
1426 Fund Sources:
1427 General $5,770,433,215 $5,933,601,634
1428 $5,867,527,280
1429 Special $7,227,051 $7,227,051
1430 Commonwealth
1431 Transportation $2,399,983 $2,399,983
1432 Trust and Agency $179,026,817 $180,322,380
1433 Federal Trust $790,392,883 $790,392,883

1434 Items 143 through 251: Not Set Out

1435 TOTAL FOR
1436 OFFICE OF EDUCATION $13,683,664,968 $14,104,353,715
1437 $14,038,279,361
1438 General Fund
1439 Positions 18,871.30 18,888.90
1440 Nongeneral Fund
1441 Positions 32,721.50 33,053.52
1442 Position Level 51,592.80 51,942.32
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1443 Fund Sources:
1444 General $7,635,423,686 $7,830,163,853
1445 $7,764,089,499
1446 Special $73,114,351 $76,903,093
1447 Higher Education
1448 Operating $4,826,813,350 $5,045,323,246
1449 Commonwealth
1450 Transportation $2,399,983 $2,399,983
1451 Trust and Agency $179,326,817 $180,622,380
1452 Debt Service $152,094,141 $154,440,844
1453 Dedicated Special
1454 Revenue $12,630,885 $12,630,885
1455 Federal Trust $801,861,755 $801,869,431

1456 Items 252 through 463: Not Set Out

1457 TOTAL FOR
1458 EXECUTIVE DEPARTMENT $34,110,180,671 $34,974,085,231
1459 $34,908,010,877
1460 General Fund Positions 52,207.39 52,219.69
1461 Nongeneral Fund
1462 Positions 59,306.84 59,690.06
1463 Position Level 111,514.23 111,909.75
1464 Fund Sources:
1465 General $16,334,550,917 $16,573,915,438
1466 $16,507,841,084
1467 Special $1,483,763,434 $1,621,624,211
1468 Higher Education
1469 Operating $4,833,655,952 $5,052,165,848
1470 Commonwealth
1471 Transportation $4,065,286,028 $4,120,333,115
1472 Enterprise $654,307,800 $653,674,588
1473 Trust and Agency $1,047,785,366 $1,062,109,450
1474 Debt Service $204,399,236 $206,745,939
1475 Dedicated Special
1476 Revenue $625,504,579 $631,750,197
1477 Federal Trust $4,860,927,359 $5,051,766,445

1478 Items 464 through 481: Not Set Out

1479 TOTAL FOR PART 1:
1480 OPERATING EXPENSES $34,904,269,286 $35,750,490,632
1481 $35,684,416,278
1482 General Fund
1483 Positions 55,904.48 55,916.78
1484 Nongeneral Fund
1485 Positions 60,967.46 64,350.68
1486 Position Level 116,871.94 117,267.46
1487 Fund Sources:
1488 General $16,779,048,401 $16,982,495,713
1489 $16,916,421,359
1490 Special $1,582,139,532 $1,722,709,724
1491 Higher Education
1492 Operating $4,833,655,952 $5,052,165,848
1493 Commonwealth
1494 Transportation $4,065,286,028 $4,120,333,115
1495 Enterprise $822,233,996 $837,099,712
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1496 Trust and Agency $1,091,584,780 $1,105,769,295
1497 Debt Service $204,399,236 $206,745,939
1498 Dedicated Special
1499 Revenue $660,473,168 $666,884,007
1500 Federal Trust $4,865,448,193 $5,056,287,279

1501 PART 2: CAPITAL PROJECT EXPENSES

1502 § 2-0 General Conditions: Not Set Out

1503 Items C-1 through C-328: Not Set Out

1504 PART 3: MISCELLANEOUS

1505 § 3-1.01 through § 3-6.02: Not Set Out

1506 PART 4: GENERAL PROVISIONS

1507 § 4-0.01 through § 4-12.00: Not Set Out

1508 § 4-13.00 EFFECTIVE DATE

1509 This act is effective on July 1, 2006. This act is effective on its passage as provided in §1-12c, Code of
1510 Virginia.

1511 PART 5: ENACTMENT NUMBERS 2 THROUGH 5

1512 Enactment 2: Not Set Out
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