Governor Unveils Proposed State Budget

From the March 20, 2009 Edition of NCASA'’s Legislative Link

Under a proposal rolled out Tuesday, Gov. Beverly Perdue would use federal stimulus funding, sin taxes, a
Medicaid freeze and projected lapsed salary money to balance a $21 billion budget in the next fiscal year,
while maintaining her focus on improving the state’s economy and protecting education.

“Even in these tough economic times, North Carolina must remain committed to improving public
education and transforming our classrooms,” Perdue said at a press conference where she unveiled her
budget plan. “This budget does that with overall year-to-year spending (including federal recovery
monies) increasing by $118 million, even though student enrollment is declining by .79 percent next year.
We are increasing our per-pupil investment from $5,597 to $5,736.”

Perdue’s proposed budget for public schools for 2009-2010 is $7,947,740,343, and that amount includes
both cuts and expansion funding.

The largest recurring reduction that Gov. Perdue proposed for public schools is labeled as a “Local
Education Agency Flexibility Reduction” of $144 million, and her budget encourages school districts to
use federal stimulus funding to “mitigate this reduction” and “not directly impact the classroom.”

Prior to the release of the Governor’s budget this week, the North Carolina Association of School
Administrators (NCASA) and the North Carolina School Superintendents’ Association (NCSSA) sent a
letter to House and Senate budget leaders asking state lawmakers to determine specific line item cuts, if
any, that might be needed for public schools rather than calling for this type of flexible reduction, which is
similar to the $44.3 million discretionary reduction school districts were forced to manage for four years
before the state eliminated that cut in the 2006-07 state budget. The NCASA/NCSSA letter on this issue is
at http://www.ncasa.net/displaycommon.cfm?an=1&subarticlenbr=199, and specific information on the
public schools budget proposal and other portions of Gov. Perdue’s budget plan are available at the same
website.

As for salaries and benefits, Gov. Perdue has proposed spending $64 million to grant a step increase of
roughly 1.8 percent to all teachers and principals who are paid on the teacher and school-based
administrator salary schedules. A one-year moratorium is proposed for ABC bonuses while the State
Board of Education is given time to evaluate the bonus program and determine if changes are needed.

No pay increases are proposed for other school personnel or state employees, and in fact, the Governor’s
budget calls for freezing longevity payments for all school personnel and state employees for the next
two years to save the state $173 million in 2009-2010 and $177.8 million in 2010-2011. The Governor’s
proposal directs that “final retirement calculations shall be held harmless from this longevity reduction.”

All employees, except those paid on the teacher/principal salary schedules, are proposed to receive
bonus leave in lieu of longevity payments, and the leave would be commensurate to the employee’s years
of service. Those with less than 10 years of service would earn no bonus leave, while 32 hours would be
granted to those with 10-15 years, 48 hours for those with 15-20 years, 68 hours for those with 20-25
years and 94 hours for those with more than 25 years.

The Governor’s budget also calls for employer contributions of 8.54 percent for retirement and $4,460 for
the health benefit for all employees. For budget planning purposes, school district leaders should note


http://www.ncasa.net/displaycommon.cfm?an=1&subarticlenbr=199

that these rates are likely to be higher in the final state budget, since a $29 million increase in state
funding needed for the Teachers’ and State Employees’ Retirement System for 2009-2010 has not yet
been factored into those rates.

Perdue noted that her budget proposal includes many tough choices that were needed to ensure the state
remains fiscally responsible.

"We have cut $360 million out of the bottom line," she said, indicating that the budget for 2009-10 would
decline from budgeted expenditures in the current fiscal year. Even reaching that amount of spending
was only possible with $1.7 billion in federal stimulus money, as state revenues minus any tax hikes are
projected to reach just $18.9 billion, well below the $21.4 billion originally projected in the current fiscal
year.

The Perdue proposal would eliminate 1,411 state positions. Many of those state workers will be
reassigned, but as many as 268 could be laid off, according to State Budget Director Charlie Perusse.
About half of the eliminated positions are in the Department of Correction, where Perdue would close
seven prisons.

Perdue also would not fully fund state salaries, saving more than $150 million by more closely aligning
agency salary money to the actual expense. She would stop scheduled inflationary increases for Medicaid,
saving about $101 million.

Perdue's proposed tax hikes, a 5-percent tax on alcohol sales and a $1 per-pack increase on the excise tax
on cigarettes, would bring in an additional $677 million a year once fully implemented. In the first year,
the tax hikes would raise $508 million. On beer, the 5 percent tax would represent a doubling of state
taxes for a $6 six-pack.

The Governor’s budget proposal is now being reviewed by House and Senate budget leaders, who will
take turns over the next few weeks in rolling out their own proposals for state spending for the next
biennium. Once the Senate and House unveil and approve their own budget plans, negotiations will begin
in an attempt for the state to have its new budget in place before the fiscal year begins July 1.

NCASA members should be communicating with lawmakers now regarding state budget priorities and
the need to minimize cuts to public schools. Contact information for all House and Senate members is
available at http://www.ncasa.net/displaycommon.cfm?an=3.

Governor Unveils Proposed State Budget
From the March 20, 2009 Edition of NCASA'’s Legislative Link


http://www.ncasa.net/displaycommon.cfm?an=3

