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A Detailed Look at North Carolina's Funding Policies

North Carolina

Funding Basics

Formula Type

No rth Caro lina has a hybrid funding fo rmula inco rpo rating bo th reso urce-based calculatio ns and extensive

pro gram-based allo catio ns. It determines the co st o f delivering educatio n in a district based o n the co st o f the

reso urces, such as staff salaries and co urse materials, required to  do  so . It also  allo cates funding fo r a large

number o f pro grams and services fo r speci'c catego ries o f students. The catego ries o f students co nsidered

in No rth Caro lina’s funding po licy are students in speci'c grade levels, English-language learners, students in

high-po verty districts, students with disabilities, students identi'ed as gifted, students enro lled in career and

technical educatio n (CTE) pro grams, and students enro lled in small scho o ls and districts.

No rth Caro lina funds districts’ fo rmula amo unts entirely with state do llars and do es no t expect scho o l

districts to  co ntribute revenue to  their public scho o ls; ho wever, co unty go vernments are expected to  raise

the lo cal revenue necessary fo r their districts’ scho o l facilities. Districts in No rth Caro lina are permitted to

raise and keep additio nal lo cal revenues fo r regular district o peratio ns.

Supplemental funding fo r students in speci'c grade levels, English-language learners, and students enro lled in

career and technical educatio n pro grams is generated thro ugh the allo catio n o f funding fo r staff co sts. So me

additio nal funding fo r English-language learners and services fo r students with disabilities and students

identi'ed as gifted are pro vided thro ugh pro gram-speci'c allo catio ns distributed o n a per-pupil basis.

Additio nal funding fo r lo w-wealth districts, districts serving a high co ncentratio n o f lo w-inco me students, and

small scho o ls and geo graphically iso lated districts is also  pro vided thro ugh pro gram-specific allo catio ns.

Base Amount

The state o f No rth Caro lina uses a reso urce-based funding fo rmula and therefo re do es no t use a base per-

student amo unt as the basis fo r its funding.
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Expected Local Share

No rth Caro lina do es no t expect districts to  co ntribute revenue to  their public scho o ls’ instructio nal and

o peratio nal expenses. Ho wever, facilities expenses generally are the respo nsibility o f co unty go vernments.

In calculating the amo unt o f funding necessary to  educate students within a district, the state co nsiders o nly

instructio nal and o peratio nal expenses. The state pro vides this entire amo unt in state educatio n aid. Separate

fro m this calculatio n, co unty go vernments are expected to  raise all revenue necessary fo r their scho o l

districts’ scho o l facilities, including lo ng-term capital investments and day-to -day maintenance co sts. The

amo unt co unties must co ntribute is dependent o nly o n lo cal expenses and no t o n any measure o f the lo cal

ability to  pay.

Altho ugh facilities expenses are the primary respo nsibility o f the co unty, subject to  appro priatio n, the state

may pro vide additio nal funding fo r capital expenses fro m the No rth Caro lina Educatio n Lo ttery.

Property Tax Floors and Ceilings

No rth Caro lina do es no t set a 2o o r o r a ceiling fo r lo cal pro perty tax rates, o r a level abo ve which vo ter

appro val is required. Ho wever, scho o l districts do  require vo ter appro val to  trigger the impo sitio n o f a

particular type o f supplemental pro perty tax.

Scho o l districts in No rth Caro lina do  no t directly impo se taxes, with a few exceptio ns. Rather, scho o l districts

are funded thro ugh co unty appro priatio ns, and co unties may impo se pro perty taxes fo r scho o l purpo ses

witho ut any restrictio ns.

Ho wever, with vo ter appro val, scho o l districts may also  direct co unties to  impo se an additio nal pro perty tax

beyo nd what the co unty has impo sed under its o wn autho rity. Scho o l districts may petitio n the co unty to  ho ld

a vo ter referendum o n impo sing a supplemental pro perty tax, dedicated to  scho o ls, o f up to  $5.00 fo r every

$1,000 o f assessed lo cal pro perty wealth.

Other Local Taxes for Education

Scho o l districts in No rth Caro lina may receive lo cal revenue fro m pro perty taxes, sales and use taxes, and

utility taxes.

Scho o l districts in No rth Caro lina do  no t directly impo se taxes, with a few exceptio ns. Scho o l districts typically

draw their lo cal funding fro m co unty appro priatio ns, which may be raised thro ugh co unty pro perty, sales, and

utility taxes. A po rtio n o f co unty sales and use taxes may be designated fo r public scho o l capital pro jects.

Tho ugh scho o l districts in No rth Caro lina do  no t typically directly impo se taxes, they have the autho rity to

impo se a supplemental pro perty tax with vo ter appro val. In additio n, the state autho rized a number o f

co unties to  impo se special taxing districts to  suppo rt educatio n, and two  scho o l districts impo se pro perty

taxes under legislatio n speci'c to  tho se districts. Districts that impo se pro perty taxes are eligible to  receive a

share o f revenue fro m sales taxes impo sed by the co unty.
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Grade Level

No rth Caro lina pro vides different levels o f funding fo r students in different grade levels. It do es so  thro ugh

the reso urce-based aspect o f its fo rmula by specifying different student-to -teacher ratio s fo r seven different

grade spans and funding teacher po sitio ns acco rdingly.

The state assigns a student-to -teacher ratio  o f 18 to  1 fo r kindergarten; 16 to  1 fo r grade 1; 17 to  1 fo r

grades 2-3; 24 to  1 fo r grades 4-6; 23 to  1 fo r grades 7-8; 26.5 to  1 fo r grade 9; and 29 to  1 fo r grades 10-12.

The state also  assigns a ratio  o f 191 to  1 fo r arts, language, and enrichment teachers in grades K-5. These

ratio s determine the number o f teaching units to  which a district is entitled. The state pro vides funding fo r

these teachers in acco rdance with the state salary schedule.

The state also  pro vides certain pro gram-based allo catio ns o nly fo r students in certain grade levels. Fo r

example, No rth Caro lina pro vides funding fo r summer reading camps fo r students in grades 1-3 o f up to  $825

per student deemed no t pro ficient in reading.

English-Language Learner

No rth Caro lina pro vides increased funding fo r English-language learners. It do es so  thro ugh the reso urce-

based aspect o f its fo rmula, by pro viding funding fo r English-language learner staff po sitio ns, and thro ugh the

pro gram-based aspect o f its fo rmula, by an allo catio n based o n the number and co ncentratio n o f English-

language learners in the district.

The state auto matically pro vides each scho o l district with the do llar-value equivalent o f o ne English-language

learner teacher assistant po sitio n. Other distributio ns are based o n the three-year weighted average co unt

o f English-language learners in the district, in which the data fro m the mo st recent available year are weighted

at 50%  and the data fro m the prio r two  years are each weighted at 25% . Half o f the funds appro priated fo r this

purpo se are distributed based o n this co unt, and half are distributed based o n the co ncentratio n o f English-

language learner students in the district.

To  be eligible fo r the student-based distributio n, scho o l districts must have at least 20 English-language

learners, o r English-language learners must make up at least 2.5%  o f the district’s enro llment. No  mo re than

10.6%  o f enro llment may be included in the English-language learner co unt fo r funding purpo ses. This funding

may be spent o n the staff salaries, classro o m materials and equipment, and staff pro fessio nal develo pment

needed to  serve English-language learners.

Poverty

No rth Caro lina do es no t pro vide increased funding fo r individual students fro m lo w-inco me ho useho lds.

Ho wever, the state do es pro vide increased funding fo r districts based o n the co ncentratio ns o f lo w-inco me

students they serve. It do es so  in the fo rm o f two  allo catio ns: o ne that is intended to  impro ve districts’

capacity to  serve lo w-inco me students, and o ne intended to  suppo rt districts with lo wer than average ability

to  raise lo cal revenues fo r educatio n (fo r mo re info rmatio n, see “Co ncentrated Po verty”).

Separately, No rth Caro lina pro vides increased funds to  districts to  identify students likely to  dro p o ut, ensure

access to  scho o l safety o f'cers in high scho o ls, and pro vide special alternative instructio nal pro grams. Half o f

the funds scho o l districts do  no t spend fo r these purpo ses must be distributed to  scho o ls based o n the

number o f students enro lled in the scho o l eligible fo r free o r reduced-price lunch under the Natio nal Scho o l

Lunch Pro gram.
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Special Education

No rth Caro lina funds special educatio n using a single student weight system: It pro vides the same amo unt o f

state funding fo r each student with disabilities, regardless o f the severity o f tho se disabilities. It do es so  in the

fo rm o f a flat allo catio n in the amo unt o f $4,549.88 in FY2021 fo r each student with disabilities.

No rth Caro lina scho o l districts receive funding based o n the number o f students with disabilities they serve o r

12.75%  o f district enro llment, whichever is less. The state also  pro vides funding equal to  the average salary o f

a teacher plus bene'ts, which is distributed to  districts based o n their number o f children with disabilities in

pre-K-5.

The remainder o f state special educatio n funding is distributed thro ugh speci'c pro gram-based allo catio ns,

including funding fo r gro up ho mes and o ther o ut-o f-district placements, develo pmental day centers,

co mmunity residential centers, behavio ral suppo rt grants, and suppo rt fo r districts serving children with

extrao rdinary needs who  transfer into  tho se districts after o ther funds have been allo cated. There is a

separate Disabilities Grant Pro gram, created by the state but no t administered by the state department o f

educatio n, that pro vides scho larships o f up to  $8,000 to  students with disabilities who  attend private

scho o ls.

Gifted

No rth Caro lina pro vides increased funding to  scho o ls fo r gifted and talented students. It do es so  thro ugh a

2at per-student allo catio n that is pro vided fo r a set pro po rtio n o f students assumed to  be gifted and talented.

No rth Caro lina assumes that gifted students make up 4%  o f the o verall po pulatio n in scho o ls. To  fund gifted

and talented educatio n, the state pro vides a 2at per-student allo catio n, which equaled $1,364.78 in FY2021,

fo r that pro po rtio n o f students.

Career and Technical Education

No rth Caro lina pro vides increased funding fo r career and technical educatio n (CTE) pro grams. It do es so

thro ugh the reso urce-based aspect o f its fo rmula, by allo cating funding fo r the salaries o f CTE teachers, and

thro ugh a pro gram-based allo catio n.

The state guarantees each scho o l district funding fo r 've full-time-equivalent CTE teachers; the state co vers

the full salary o f the CTE teachers hired in acco rdance with the state salary schedule. The state distributes any

remaining CTE funds to  districts based o n their student enro llment in grades 8-12. The state also  pro vides

CTE pro gram funding, which is intended to  help districts develo p, expand, o r impro ve CTE pro grams. Since

FY2019, the state legislature has made available co mpetitive grants o f up to  $1,000,000 fo r districts to

expand access to  CTE pro grams to  students in grades 6-7.

CTE Pro gram Suppo rt Funding is distributed 'rst at a 2at rate o f $10,000 per district, with any remaining

funding in the state appro priatio n distributed to  districts based o n their student enro llment in grades 8-12.

District Characteristics
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Concentrated Poverty

No rth Caro lina pro vides increased funding fo r districts based o n the co ncentratio ns o f students fro m lo w-

inco me ho useho lds that they serve. It do es so  in the fo rm o f two  allo catio ns: o ne that is intended to  impro ve

districts’ capacity to  serve lo w-inco me students and o ne intended to  suppo rt districts with lo wer than

average ability to  raise lo cal revenues fo r educatio n.

Fo r bo th allo catio ns, the state uses a measure o f wealth based o n the district’s anticipated pro perty tax

revenue, tax base per square mile, and average per capita inco me. The 'rst allo catio n is designed to  allo w

scho o l districts to  reduce class size in lo w-wealth districts. The seco nd pro vides revenue to  supplement

districts’ lo cal receipts with the amo unt required to  bring that district up to  the statewide average level o f

lo cal revenue per student. Bo th allo catio ns must supplement, rather than supplant, lo cal funds and are limited

to  particular uses.

Sparsity and/or Small Size

No rth Caro lina pro vides increased funding fo r small scho o l districts. It do es so  thro ugh a fo rmula that

pro vides additio nal funding fo r teacher salaries and a tiered allo catio n fo r eligible scho o l districts.

Scho o l districts with fewer than 3,300 students are eligible to  receive an allo catio n o f at least $1,548,000; this

amo unt can rise as high as $1,710,000 fo r districts with fewer than 600 students. If a scho o l district

experiences enro llment gro wth and beco mes ineligible fo r this allo tment, funding will be phased o ut o ver a five-

year perio d. Scho o l districts are enco uraged to  use at least 20%  o f these funds fo r impro ving student

academic perfo rmance in either reading o r math.

Small scho o l districts with fewer than 110 students and geo graphically iso lated scho o l districts in No rth

Caro lina receive supplement funding in an amo unt equivalent to  the average teacher salary to  affo rd additio nal

regular teachers.

Charter Funding

Funding fo r charter scho o ls in No rth Caro lina is calculated based o n lo cal scho o l district revenues.

Charter scho o ls receive fro m the state the average per-student fo rmula amo unt in the scho o l district where

the charter is lo cated. Charter scho o ls also  receive state funding that re2ects any additio nal funding

generated by students in so me special need catego ries, including students with disabilities and English-

language learners.

Charter scho o ls in No rth Caro lina receive a share o f lo cal tax revenue. Charter scho o ls receive a per-student

share o f appro priatio ns fro m co unty pro perty taxes and any supplemental taxes levied o n behalf o f the scho o l

district.
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